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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

WITNESS 

HON.  TOMMY  THOMPSON,  SECRETARY 

Mr.  Regula.  Good  morning,  Mr.  Secretary.  We  are  delighted  to 
have  you  here. 

We  have  about  five  minutes.  Mr.  Secretary,  why  don't  you  make 
your  opening  statement  and  then  we  will  have  to  recess  for  votes. 
We  will  be  a  total  of  about  25  minutes  because  we  have  three  votes 
but  we  have  a  little  time  before  we  need  to  leave.  How  much  time 
do  you  need? 

Secretary  Thompson.  I  was  going  to  take  ten  minutes  but  if  you 
want  me  to  just  summarize  some  things. 

Mr.  Regula.  Why  don't  you  summarize  and  that  way  we  will 
come  back  and  start  the  question  period. 

[The  justification  follows:] 
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Good  morning  Mr.  Chairman,  Congressman  Obey  and  members  of  the  committee.  I  am  honored 
to  be  here  today  to  present  to  you  the  President's  FY  2004  budget  for  the  Department  of  Health 
and  Human  Services  (HHS).  I  am  certain  you  will  find  that,  viewed  in  its  entirety,  our  budget 
will  help  improve  the  health  and  safety  of  our  Nation.  Before  I  discuss  the  FY  2004  budget,  I 
would  like  to  thank  the  committee  for  its  hard  work  and  dedication  to  the  programs  at  HHS. 

Our  FY  2004  request  totals  S539  billion  in  outlays,  approximately  7.3  percent  over  the  FY  2003 
budget.  The  discretionary  budget  authority  portion  of  the  HHS  budget,  before  this  committee, 
totals  $60.7  billion,  which  is  an  increase  of  approximately  $1.5  billion,  or  2.6  percent  over  the 
FY  2003  President's  Budget  and  an  increase  of  approximately  $514  million,  or  0.9  percent  over 
the  FY  2003  enacted  appropriation.  Mandatory  outlays  for  HHS  total  $475.9  billion  in  this 
budget  proposal,  an  increase  in  excess  of  7  percent. 

The  budget  proposed  by  the  President  for  HHS  will  enable  the  Department  to  continue  its 
important  work  with  our  partners  at  the  State  and  local  levels  and  the  newly  created  Department 
of  Homeland  Security.  Working  together,  we  will  hold  fast  to  our  commitment  to  protecting  our 
Nation  and  ensuring  the  health  and  well-being  of  all  Americans.  Many  of  our  programs  at  HHS 
provide  necessary  services  that  contribute  to  fighting  the  war  on  terrorism  and  provide  us  with  a 
more  secure  future.  And,  I  am  particularly  focused  on  preparedness  at  the  State  and  local  level, 
HHS's  ability  to  respond  rapidly  to  a  bioterrorist  attack,  research  on  and  development  of 
vaccines  and  other  therapies  to  counter  potential  bioterrorist  attacks,  and  ensuring  the  safety  of 
our  food  supply. 

The  President's  FY  2004  budget  request  also  continues  to  support  the  needs  of  the  American 
people  by  strengthening  and  improving  Medicare  and  Medicaid;  enhancing  Temporary 
Assistance  for  Needy  Families  (TANF)  and  Foster  Care;  strengthening  the  Child  Support 
Enforcement  Program;  and  furthering  the  reach  of  the  President's  New  Freedom  Initiative. 

The  support  of  your  committee  is  vital  to  achieving  many  of  the  Administration's  most 
important  priorities.  I  am  grateful  for  the  close  partnership  we  have  enjoyed  in  the  past,  and  I 
look  forward  to  working  with  you  again  on  an  aggressive  appropriations  agenda  to  advance  the 
health  and  well  being  of  millions  of  Americans.  Today,  I  would  like  to  highlight  for  you  the  key 
issues  in  the  President's  budget. 

Supporting  the  President's  Disease  Prevention  Initiative 

One  of  the  most  important  issues  on  which  we  can  work  together  is  chronic  disease  prevention. 
We  all  have  heard  the  disturbing  news  about  the  prevalence  of  diabetes,  obesity,  and  asthma  that 
could  be  prevented  through  simple  lifestyle  changes.  The  statistics,  I  am  sure,  are  as  alarming  to 
you  as  they  are  to  me.  For  example,  the  incidence  of  diabetes  and  obesity  among  Americans  is 
up  sharply  in  the  past  decade,  putting  millions  more  Americans  at  higher  risk  for  heart  disease, 
stroke  and  other  related  medical  conditions. 

Diabetes  alone  costs  the  Nation  nearly  $132  billion  each  year  in  direct  medical  costs  and  in 
indirect  economic  costs,  including  disability,  missed  work,  and  premature  death.  Medical  studies 
have  shown  that  modest  lifestyle  changes  -  such  as  getting  more  exercise  and  losing  weight  ~ 
can  reduce  an  individual's  risks  for  developing  this  serious  health  conditions. 
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The  HHS  budget,  consistent  with  the  President's  HealthierUS  effort,  proposes  a  coordinated, 
Department-wide  endeavor  -  Steps  to  a  HealthierUS  -  to  promote  healthier  lifestyles 
emphasizing  prevention  of  obesity,  diabetes,  asthma,  heart  disease,  stroke,  and  cancer.  The 
FY2004  budget  includes  an  investment  of  $125  million  for  targeted  disease  prevention. 

Improving  the  Nation's  Health 

Of  all  the  issues  confronting  this  Department,  none  has  a  more  direct  impact  on  the  well  being  of 
our  citizens  than  the  health  of  our  Nation.  Our  budget  makes  a  concerted  effort  to  improve  the 
health  of  the  American  people  by  taking  significant  steps  that  include:  reducing  prescription 
drug-related  medical  costs,  financing  vaccines,  investing  in  hospital  information  technology,  and 
continuing  the  effort  to  increase  and  expand  the  number  of  Health  Centers. 

The  budget  includes  initiatives  that  will  carry  out  the  Best  Pharmaceuticals  for  Children  Act 
(BPCA)  and  alleviate  drug-related  medical  costs.  My  budget  request  for  NTH  includes  an 
additional  $25  million,  for  a  total  of  up  to  $50  million,  to  improve  information  available  for 
prescribing  pharmaceuticals  to  children.  NIH  is  focusing  its  efforts  on  drugs  that  are  no  longer 
under  patent.  The  request  for  the  Food  and  Drug  Administration  (FDA)  includes  $12.3  million 
to  increase  Americans'  access  to  safe,  effective,  and  less  expensive  generic  drugs  and  a 
$1  million  increase  to  expand  the  range  of  drugs  available  over-the-counter. 

The  HHS  budget  includes  a  series  of  improvements  in  the  financing  of  childhood  vaccines  to 
meet  three  goals  —  1)  improve  vaccine  access  for  currently  eligible  children,  2)  restore  tetanus 
and  diphtheria  booster  vaccines  (Td,  DT)  to  the  Vaccines  for  Children  (VFC)  program,  and  3) 
build  a  national  stockpile  of  childhood  vaccines.  Legislation  will  be  proposed  to  improve 
access  to  VFC  vaccines  for  children  already  entitles  to  them.  The  budget  proposes  to  expand  the 
number  of  access  points  for  underinsured  children  -  those  whose  private  insurance  does  not 
cover  the  immunizations  -  by  allowing  them  to  receive  their  VFC  vaccines  at  State  and  local 
public  health  clinics.  To  help  protect  against  future  shortages,  HHS  will,  starting  in  FY  2003, 
develop  a  stockpiling  strategic  plan  and  begin  building  a  vendor-managed,  6-month  supply  of  all 
childhood  vaccines  to  be  completed  by  2006.  The  budget  includes  $707  million  in  FY  2003  to 
2006  for  the  stockpile.  Under  current-law  we  can  stockpile  these  vaccines.  I  also  propose  to 
restore  the  tetanus  and  diphtheria  booster  shots  to  the  VFC  program  by  removing  outdated  price 
caps  that  are  so  low  for  some  vaccines  that  vendors  will  not  bid  on  VFC  contracts. 

The  budget  also  contains  $100  million  to  ensure  the  nation  has  an  adequate  supply  of  influenza 
vaccine  in  the  event  of  a  pandemic.  Due  to  the  constant  changes  in  the  circulating  influenza 
strains,  we  cannot  stockpile  influenza  vaccine,  and  the  current  manufacturing  methods  could  not 
meet  the  Nation's  needs  in  the  event  of  a  pandemic.  Funds  will  be  used  for  activities  to  ensure  a 
year-round  influenza  vaccine  production  capacity  and  the  development  and  implementation  of 
rapidly  expandable  production  technologies.  We  will  work  closely  with  industry  to  accomplish 
these  goals. 

Patient  safety  is  a  major  focus  of  AHRQ's  research  portfolio  and  instrumental  in  reducing 
medical  costs.  In  FY  2001 ,  we  made  awards  to  94  grantees  in  five  areas  to  begin  the  first  of 
three  years  of  research  to  improve  patient  safety  across  healthcare  settings.  Nearly  half  of  these 
demonstration  projects  are  focusing  on  the  use  of  computers  and  information  technology  to 
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prevent  medical  errors  and  to  improve  reporting  of  medical  errors  data  Through  these  projects, 
grantees  are  piloting  potential  error-reducing  technologies  like  personal  digital  assistants  (PDAs) 
for  electronic  prescription  writing,  as  well  as  Computerized  Physician  Order  Entry  (CPOE),  a 
technology  that  helps  to  ensure  that  patients  receive  the  right  medication,  at  the  right  dose,  at  the 
right  time.  As  a  result  of  these  projects,  AHRQ's  first  step  in  improving  patient  safety  has  been 
to  demonstrate  the  efficacy  of  certain  interventions  in  reducing  medical  errors. 

Our  next  step  must  be  to  take  what  we  have  learned  and  disseminate  it  to  healthcare  providers 
and  networks.  We  are  putting  $50  million  into  a  new  program  at  AHRQ  that  will  improve 
patient  safety  by  increasing  investments  in  hospital  information  technology.  We  are  also  making 
a  commitment  to  help  implement  these  technologies  in  health  systems  that  otherwise  may  not  be 
able  to  make  the  capital  investment.  A  focus  on  small  community  and  rural  hospitals  will  help 
to  bridge  the  so-called  "digital  divide"  by  helping  these  hospitals  catch  up  with  those  that  are 
further  along. 

AHRQ's  budget  proposal  also  includes  $24  million  for  ongoing  activities  such  as  the  work  of  the 
Patient  Safety  Task  Force  and  the  Patient  Safety  Data  Reporting  System  integration  efforts,  as 
well  as  plans  to  initiate  challenge  grants  and  a  patient  safety  improvement  corps;  a  $10  million 
increase  for  the  expansion  and  enhancement  of  information  collected  in  the  US  Census  Bureau's 
Current  Population  Survey;  and  a  $2  million  increase  to  improve  the  usability  and  timeliness  of 
Medical  Expenditure  Panel  Surveys  (MEPS)  data  and  help  sustain  prior  year  enhancements  to 
the  sample  size  and  content  of  surveys  that  collect  information  from  medical  providers,  insurers, 
and  households. 

We  must  do  everything  within  our  abilities  to  address  the  disparities  in  health  care  in  this  Nation. 
The  FY  2004  budget  proposes  numerous  activities  to  address  and  alleviate  health  inequities. 
Programs  that  cut  across  various  HHS  agencies  strive  toward  bettering  the  health  of  our  Nation. 

The  FY  2004  budget  continues  the  third  year  of  the  President's  multi-year  initiative  to  expand 
access  to  care  for  millions  of  Americans  especially  those  who  are  uninsured.  The  budget 
includes  $1.6  billion,  a  $122  million  increase,  to  provide  primary  and  preventive  health  care 
services  to  nearly  14  million  individuals.  Almost  40  percent  of  the  patients  treated  at  health 
centers  have  no  insurance  coverage  and  many  others  have  inadequate  coverage.    These  health 
centers  are  located  in  our  most  underserved  communities.  Over  half  are  in  rural  America.  In 
support  of  the  Health  Center  Initiative,  the  President  is  also  seeking  to  expand  the  National 
Health  Service  Corps  by  adding  $42  million  to  increase  the  number  of  health  care  providers  in 
rural  and  underserved  areas,  to  a  total  field  strength  of 4,300  people;  and  provide  for  2,400  loan 
repayments  and  scholarships. 

In  addition  to  childhood  immunization,  the  FY  2004  President's  budget  for  the  Centers  for 
Disease  Control  and  Prevention  (CDC)  requests  programmatic  increases  in  several  areas.  I  am 
seeking  a  $12  million  increase  for  the  breast  and  cervical  cancer  program,  which  supports 
screenings  for  low-income,  underinsured,  and  uninsured  women  between  the  ages  of  50-64,  and 
$5  million  to  expand  School  Health  Programs  to  reduce  health  risks  such  as  tobacco  use,  poor 
eating  habits  and  obesity.  The  budget  also  includes  an  increase  of  $10  million  for  a  Public 
Health  Information  Network  (PHIN)  to  integrate  and  expand  CDC's  existing  networks  to 
establish  a  consistent  exchange  of  information  between  public  health  partners. 
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The  Substance  Abuse  and  Mental  Health  Services  Administration's  proposed  budget  is 
$3.4  billion,  a  net  program  level  increase  of  $198  million  over  FY  2003.  As  part  of  the 
President's  Drug  Treatment  Initiative,  the  budget  includes  $200  million  in  FY  2004,  a  total  of 
$600  million  over  three  years,  to  establish  a  new  competitive  State  substance  abuse  voucher 
program.  This  program  will  assist  100,000  Americans  in  the  first  year  in  obtaining  the  critical 
alcohol  and  drug  treatment  services  they  need  but  lack  access  to.  This  effort  complements 
existing  alcohol  and  drug  abuse  treatment  programs  by  providing  consumer  choice  and 
broadening  the  base  of  treatment  providers  to  include  more  faith-based  providers.  Through  this 
new  program  individuals  seeking  drug  and  alcohol  treatment  and  support  services  will  be 
assessed  and  then  receive  a  voucher  to  pay  for  appropriate  community  treatment  programs.  This 
program  will  require  accountability  by  linking  payment  to  providers  to  demonstrated  treatment 
effectiveness  measured  by  abstinence  from  alcohol  and  drug  use  after  treatment. 

The  FY  2004  request  also  includes  an  increase  of  $3 1  million  for  the  Substance  Abuse  Block 
Grant.  The  Block  Grant  will  provide  drug  treatment  services  to  400,000  persons.  In  the  area  of 
mental  health,  we  propose  $107  million,  an  increase  of  $9  million,  for  Children's  Mental  Health 
Services  to  serve  a  total  of  1 7,000  children  and  adolescents  with  serious  mental  and  emotional 
disorders  along  with  their  families.  We  are  also  requesting  $50  million,  an  additional  $7  million, 
for  Projects  for  Assistance  in  Transition  from  Homelessness  to  serve  a  total  of  147,000  homeless 
individuals.  These  funds  link  efforts  to  move  homeless  individuals  off  the  streets  by  providing 
them  with  mental  health  services  and  substance  abuse  treatment. 

FIGHTING  HIV/AIDS 

HIV/ AIDS  is  one  of  the  most  serious  challenges  facing  humanity.  No  country  has  been  spared. 
Some  have  faced  widespread  devastation.  All  have  citizens  whose  lives  have  been  destroyed  by 
this  horrible  disease.  Our  commitment  to  ending  this  pandemic  is  strong  and  unwavering.  The 
FY  2004  budget  for  HHS  includes  $6.4  billion  in  discretionary  funds  within  HHS  to  combat 
HIV/AJDS.  Within  this  level  is  $680  million  to  support  a  variety  of  efforts  to  fight  HIV/AIDS  in 
developing  nations.  For  example,  our  budget  includes  $150  million  to  support  the  Mother-to- 
Child  transmission  of  HIV/ AIDS  prevention  initiative.  This  initiative  seeks  to  treat 
approximately  one  million  women  annually  in  developing  countries  in  order  to  reduce 
transmission  of  HIV  to  their  children  by  40  percent.  This  is  an  integral  part  of  the  President's 
Emergency  Plan  for  AIDS  Relief,  which  seeks  to  stem  the  death  toll  from  AIDS.  Currently, 
demographers  project  that,  absent  strong  action,  life  expectancy  will  fall  from  66  to  33  years  in 
Zambia  and  from  70  to  40  years  in  Zimbabwe. 

The  budget  also,  includes  $2  billion  for  life  sustaining  care  and  services  for  over  530,000 
Americans  under  the  Ryan  White  CARE  Act.  The  Ryan  White  programs  target  our  resources 
toward  the  development  of  an  effective  service  delivery  system  by  partnering  with  States, 
heavily  impacted  metropolitan  areas,  faith-based  and  community-based  providers  and  academic 
institutions.  Our  budget  includes  $739  million  to  provide  drug  therapies  to  approximately 
159,000  individuals.  These  funds  will  provide  Americans  living  with  HTV7AIDS  a  lifeline  to 
care  who  might  otherwise  have  to  choose  between  expensive  medical  treatments  and  other 
necessities.  These  funds  will  help  eliminate  those  difficult  decisions. 
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Maintaining  our  Investment  in  Biomedical  Research 

I  commend  you,  Mr.  Chairman,  Congressman  Obey,  and  this  Subcommittee,  for  your 
unwavering  commitment  to  doubling  the  budget  for  the  National  Institutes  of  Health.  After  five 
years  of  outstanding  growth  that  doubled  the  NIH  budget,  the  FY  2004  Budget  provides  a 
significant  investment  to  ensure  that  the  momentum  gained  over  the  last  five  years  is  sustained. 
We  have  developed  a  plan  that  would  increase  funding  for  on-going  research  by  about  $2  billion, 
approximately  +7  percent.  The  FY  2004  budget  totals  $27.9  billion,  a  net  increase  of  $7 1 8 
million  above  the  FY  2003  enacted  appropriation.  Within  the  NIH  Budget,  research  grows  much 
more  rapidly,  as  a  result  of  redirecting  one-time  project  cost  savings  into  new  biomedical 
research  funding.  NIH  will  fund  a  record  number  of  new  and  competing  research  grants. 
Advances  in  scientific  knowledge  have  provided  the  foundation  for  improvement  in  public 
health  and  have  led  to  enhanced  health  and  quality  of  life  for  all  Americans.  Much  of  this  can  be 
attributed  to  the  groundbreaking  work  carried  on  by,  and  funded  by,  the  National  Institutes  of 
Health.  Some  additional  highlights  of  NIH  funding  include: 

■  Over  $  1 5  billion  to  fund  an  expected  record  number  of  research  project  grants  (at  least 
10,500  for  competing  grants  and  a  total  of  approximately  39,500  grants); 

■  An  increase  of  $25  million  for  a  total  of  $50  million  for  pediatric  drug  use  studies; 

■  An  increase  of  $50  million  for  Type  1  diabetes  research  ($150  million  total  in  mandatory 
appropriation);  and 

■  An  increase  of  $25  million  for  NfflPs  new  strategic  biomedical  research  "roadmap" 
Fighting  Bioterrorism 

Mr.  Chairman,  as  Americans  confront  the  realities  of  terrorism  and  hostilities  around  us,  it  is 
imperative  that  the  Federal  Government  be  prepared  to  keep  our  citizens  safe  and  healthy. 

HHS's  $3.6  billion  bioterrorism  budget  substantially  expands  ongoing  medical  research, 
strengthens  State  and  local  preparedness  and  targets  investments  to  protect  our  food  supply. 
State  and  local  public  health  preparedness  activities  funded  by  the  Centers  for  Disease  Control 
and  Prevention  (CDC)  and  hospital  preparedness  efforts  supported  by  the  Health  Resources  and 
Services  Administration  (HRSA)  would  receive  a  total  of  $1 .5  billion.  The  President's  proposal 
significantly  increases  ongoing  biodefense  research  at  the  National  Institutes  of  Health  (NIH). 
The  budget  includes  a  total  of  $1 .6  billion  for  basic  research  on  the  biology  of  microbial  agents 
with  bioterrorism  potential  and  applied  research  on  the  development  of  new  or  improved 
diagnostics,  vaccines,  and  therapies.  We  propose  increasing  support  for  bioterrorism  education 
for  clinicians  by  $32  million,  for  a  total  of  $60  million,  to  provide  incentives  for  25  medical  and 
health  professions  curricula  reform  projects  and  provide  continuing  education  to  65,000  health 
care  providers  on  the  diagnosis,  treatment,  and  reporting  of  diseases  that  can  be  caused  by  the 
intentional  release  of  a  biological  agent.  The  bioterrorism  budget  also  includes  initiatives  to 
improve  food  safety:  $15.5  million  targeted  on  newly  authorized  activities,  including 
registration  of  domestic  and  foreign  food  facilities  and  State  grants  to  improve  state  food 
laboratories,  monitoring  and  inspections;  and  an  additional  $5  million  for  improving  information 
exchange  with  State  food  laboratories  on  food  pathogens. 
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HHS,  in  cooperation  with  the  Department  of  Homeland  Security,  will  spearhead  the 
development  of  Project  Bioshield.  This  project,  which  the  President  recently  announced,  will 
bring  together  the  scientific  and  fiscal  resources  of  the  United  States  government  in  an 
innovative  effort  to  develop  medical  countermeasures  against  bioterror  before  they  are  ever 
needed.  Project  Bioshield  will  have  three  (3)  major  goals: 

•  To  ensure  that  sufficient  resources  are  available  to  procure  the  next-generation 
countermeasures.  A  guaranteed  funding  source  must  be  available  to  enable  the  government 
to  purchase  vaccines  and  other  therapies  as  soon  as  experts  believe  they  can  be  made  and  will 
be  safe  and  effective,  and  spur  industry  investment  in  the  development  of  these 
vaccines/therapies. . 

•  To  Accelerate  NIH  research  and  development.  This  involves  providing  more  flexible 
contracting  process  and  procurement  authorities  for  critical  biodefense  work. 

•  To  make  promising  treatments  available  more  quickly  for  use  in  emergencies.  This 
means  establishing  a  new  FDA  Emergency  Use  Authorization  that  would  permit  greater 
flexibility  and  latitude  than  the  current  Investigational  New  Drug  (IND)  authority  in  the  use 
of  promising  medical  countermeasures  that  are  under  development  in  emergency  situations. 

While  funding  for  the  next  generation  countermeasures  will  be  in  the  new  Department  of 
Homeland  Security  (DHS),  HHS  will  provide  the  scientific  direction,  and  will  be  responsible  for 
the  actual  procurements.  Furthermore,  HHS  will  continue  to  manage  the  Strategic  National 
Stockpile  and  provide  the  scientific  and  public  health  direction  needed  to  ensure  that  the 
pharmaceutical  stockpiles  include  appropriate  amounts  of  vaccines,  other  therapeutics  and 
emergency  equipment/supplies.  New  mandatory  funding  will  also  be  included  in  DHS  which 
will  ensure  that  adequate  resources  are  available  to  procure  new  medical  countermeasures  once 
sufficient  research  has  been  conducted  to  demonstrate  that  the  products  will  be  proven  safe  and 
effective.  A  guaranteed  funding  source  must  be  made  available  to  industry  to  stimulate  interest 
and  investment  in  the  development  of  these  products.  This  authority  would  be  invoked  only  if 
there  is  no  significant  commercial  market  for  the  products. 

Head  Start 

Never  has  there  been  such  a  clear  commitment  on  the  part  of  Federal  and  State  governments  to 
enhance  the  well  being  of  children  and  families.  Never  have  we  known  so  much  about  what 
children  need  for  healthy  growth  and  development.  Never  have  so  many  programs  been  focused 
on  meeting  these  needs  of  our  most  vulnerable  citizens.  There  are  more  resources  currently 
available  for  low-income  children  and  families  than  at  any  other  time  in  our  nation's  history. 
The  President's  budget  continues  this  commitment  with  a  budget  of  $6.8  billion  to  provide 
923,000  children  Head  Start  services.  However,  not  all  the  news  is  good.  Children  in  Head  Start 
enter  school  further  ahead  than  other  economically  disadvantaged  children.  But  unfortunately  - 
even  after  30  years  -  Head  Start  children  do  not  enter  school  at  the  same  level  as  more 
economically  advantaged  children. 
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To  strengthen  the  Head  Start  program,  improve  services  to  low-income  children,  and  promote 
the  coordination  and  integration  of  comprehensive  early  care  and  education  services,  President 
Bush  is  asking  Congress  to  include  in  the  reauthorization  of  the  Head  Start  Act  a  provision  that 
will  allow  interested  states  to  include  Head  Start  in  their  preschool  plans.  Under  the  President's 
proposal,  states  are  offered  the  opportunity  to  coordinate  preschool  programs  with  Head  Start 
programs  in  exchange  for  meeting  certain  accountability  requirements.  States  wishing  to 
participate  must  submit  a  state  plan  that  addresses  several  fundamental  issues  concerning 
preschool  education. 

Faith  Based  and  Community  Initiatives 

In  support  of  the  President's  Faith-Based  and  Community  Initiative,  the  HHS  FY  2004  budget 
supports  programs  that  link  faith-  and  community-based  organizations,  State  and  local 
governments,  and  Federal  partners  to  provide  effective  substance  abuse  treatment  and  positive 
youth  development. 

Another  important  program  that  helps  some  of  our  most  vulnerable  children  is  the  Mentoring 
Children  of  Prisoners  program.  We  are  asking  for  funds  to  be  increased  to  a  total  of  $50  million, 
which  would  in  turn  be  made  available  to  faith-based,  community-based,  state  and  local 
governments,  tribes,  and  public  organizations  for  programs  that  provide  supportive  one-on-one 
relationships  with  caring  adults  to  children  who  are  more  likely  to  succumb  to  substance  abuse, 
gang  activity,  early  childbearing  and  delinquency.  This  down  payment  will  help  more  than 
30,000  adolescent  children  of  prisoners  receive  guidance,  have  positive  role  models,  and  give 
them  a  fighting  chance  to  succeed. 

The  President's  budget  also  proposes  $20  million  for  promotion  and  support  of  responsible 
fatherhood  and  healthy  marriages.  This  funding  will  promote  and  support  involved,  committed, 
and  responsible  fatherhood  and  encourage  the  formation  and  stability  of  healthy  marriages. 

In  addition,  the  budget  request  for  the  Compassion  Capital  Fund  is  $100  million,  an  increase  of 
$65  million  above  the  FY  2003  appropriation.  These  funds  would  continue  to  be  used  to  provide 
technical  assistance  to  faith-  and  community-based  organizations  to  expand  and  emulate  model 
social  programs. 

Strengthening  and  Improving  Medicare 

Even  though  Medicare  is  not  under  the  jurisdiction  of  this  Committee,  we  are  all  aware  that  our 
Nation's  Medicare  program  needs  to  be  modernized  and  improved  to  provide  seniors  with  more 
choices  and  better  benefits.  While  we  remain  steadfastly  committed  to  ensuring  that  America's 
seniors  and  individuals  with  disabilities  can  keep  their  current,  traditional  Medicare,  the 
President  is  dedicating  $400  billion  over  ten  years  to  provide  access  to  subsidized  prescription 
drug  coverage,  better  private  options  for  those  beneficiaries  who  want  them,  full  coverage  for 
disease  prevention,  and  better  protection  from  high  out-of-pocket  costs. 

Under  the  President's  framework,  seniors  happy  with  their  coverage  under  traditional  Medicare 
will  be  able  to  keep  it,  with  added  protection  against  high  out-of-pocket  drug  expenses  at  no 
additional  premium.  Seniors  who  want  better  coverage  will  be  offered  the  same  types  of  plan 
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choices  available  to  members  of  Congress  and  federal  employees.  Private  plans  will  be  available 
in  each  region  of  the  country,  including  rural  areas.  Plans  will  provide  full  coverage  of 
preventive  care,  protection  against  high  out-of  pocket  medical  costs,  and  cost  sharing  that  does 
not  penalize  the  sick.  Comprehensive,  subsidized  prescription  drug  coverage  will  be  available  to 
those  who  want  it  for  an  additional  premium.  Low-income  seniors  will  face  no  premium  for 
drug  coverage  and  will  have  only  nominal  cost-sharing  requirements.  Seniors  who  enroll  in 
these  plans  will  maintain  the  ability  to  choose  any  doctor  and  any  hospital. 

Seniors  willing  to  accept  a  more  selective  provider  panel  will  be  able  to  enroll  in  the  same  type 
of  low-cost,  high-coverage  managed  care  plans  available  today.  These  plans  will  offer  a 
subsidized,  comprehensive  drug  benefit,  as  well  as  all  the  additional  benefits  I  just  described. 
Plans  can  also  offer  extra  benefits  and  broader  coverage. 

Strengthening  and  Improving  Medicaid  and  SCHIP 

State  Health  Care  Partnership  Allotments 

Another  of  our  mandatory  initiatives  that  I  would  like  to  briefly  highlight  is  our  plan  to 
strengthen  and  improve  Medicaid  and  SCHIP.  Building  on  the  successes  of  the  State  Children's 
Health  Insurance  Program  (SCHIP)  and  the  Health  Insurance  Flexibility  and  Accountability 
(HEFA)  demonstrations  have  shown  in  increasing  coverage  while  providing  flexibility  and 
reducing  the  administrative  burden  on  States,  the  Administration  proposes  optional  State  Health 
Care  Partnership  Allotments.  Under  this  proposal,  States  would  have  the  option  of  electing  to 
continue  the  current  Medicaid  program  or  to  choose  partnership  allotments.  The  allotment 
option  provides  States  an  estimated  $12.8  billion  over  seven  years  in  extra  funding  over  the 
expected  growth  rate  in  the  current  Medicaid  and  SCHIP  budgets.  If  a  State  elects  the 
allotments,  the  federal  portion  of  the  SCHIP  and  Medicaid  funding  would  be  combined  and 
states  would  receive  two  individual  allotments:  one  for  long-term  care  and  one  for  acute  care. 
States  would  be  required  to  maintain  their  current  levels  of  spending  on  Medicaid  and  SCHEP, 
but  at  a  lower  rate  of  increase  than  the  federal  allotment. 

States  electing  a  partnership  allotment  would  have  to  continue  providing  current  mandatory 
services  for  mandatory  populations.  For  optional  populations  and  optional  services,  the 
increased  flexibility  of  these  allotments  will  allow  each  State  to  tailor  its  provision  of  health 
benefit  packages  for  its  low-income  residents.  Let  me  stress  that  this  is  an  OPTION  we  are 
proposing  for  States. 

New  Freedom  Initiative 

Promoting  home  and  community-based  care  as  an  alternative  to  nursing  homes  for  the  elderly 
and  disabled  is  a  priority  of  this  Administration.  The  New  Freedom  initiative  represents  part  of 
the  Administration's  effort  to  allow  Americans  with  disabilities  to  be  more  fully  integrated  into 
their  communities.  Under  this  initiative,  we  are  committed  to  promoting  the  use  of  at-home  and 
community-based  care  as  an  alternative  to  nursing  homes.  The  Administration  will  invest  $350 
million  in  FY  2004,  and  $1 .75  billion  over  5  years  on  this  important  initiative  to  help  seniors  and 
disabled  Americans  live  in  the  setting  that  best  supports  their  needs. 
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Transitional  Medicaid  Assistance  (TMA) 

TMA  provides  health  coverage  for  former  welfare  recipients  after  they  enter  the  workforce. 
TMA  allows  families  to  remain  eligible  for  Medicaid  for  up  to  12  months  after  they  lose 
welfare-related  Medicaid  eligibility  due  to  earnings  from  work.  This  budget  proposal  would 
authorize  the  TMA  program  for  five  more  years,  at  a  cost  of  S400  million  in  FY  2004,  and  $2.4 
billion  over  five  years.  We  are  also  proposing  modifications  to  TMA  provisions  to  simplify  it 
and  make  it  work  better  in  coordination  with  private  insurance.  These  modifications  cost  $20 
million  in  FY  2004  and  $290  million  over  five  years. 

Empowering  America's  Families 

Reauthorization  of  Temporary  Assistance  for  Needy  Families  (TANF)  and  the  Child  Care 
Development  Fund 

Building  on  the  considerable  success  of  welfare  reform  in  this  great  Nation,  the  President's 
FY2004  budget  follows  the  framework  proposed  in  the  FY  2003  request,  which  includes  the 
reauthorization  of  TANF.  We  applaud  passage  of  H.R.  4  and  are  committed  to  working  with 
both  the  House  and  the  Senate  to  ensure  the  legislation  moves  quickly  and  is  consistent  with  the 
President's  Budget.  The  President's  proposal  includes  five  years  of  funding  for  the  TANF  Block 
Grants  to  States,  and  Tribes;  Matching  Grants  to  Territories;  and  Tribal  Work  Programs  at 
current  levels.  In  addition,  the  Budget  proposes  to  reauthorize  state-based  abstinence  education 
grants  for  five  years  at  $50  million  annually,  to  further  assist  with  reducing  the  number  of  out-of- 
wedlock  births,  reducing  the  spread  of  STDs  among  teens,  and  helping  teens  make  healthy  life 
choices. 

Increasing  Support  for  Children  in  Foster  Care 

In  a  continuing  effort  to  improve  the  lives  of  children  who  are  at  risk  of  abuse  and  neglect,  this 
Administration  is  proposing  a  child  welfare  program  option  that  States  can  use  to  improve  their 
child  welfare  service  systems.  This  plan  would  allow  States  to  choose  a  fixed  allocation  of  funds 
over  a  five-year  period  rather  than  the  current  entitlement  funding  for  the  title  IV-E  Foster  Care 
program.  Participating  States  would  receive  their  funds  in  the  form  of  flexible  grants  which 
could  be  used  for  a  wide  array  of  child  welfare-related  purposes,  such  as  child  abuse  and  neglect 
prevention,  maintenance  and  administrative  payments  for  foster  care,  child  welfare  training,  and 
family  support.  The  flexible  funding  will  allow  States  to  develop  innovative  ways  to  ensure  the 
safety,  permanency  and  well-being  of  children,  tailed  to  meet  the  needs  of  their  child  welfare 
populations.  States  which  elect  this  option  and  experience  emergencies  affecting  their  foster 
care  systems  may  access  additional  funding  from  the  TANF  contingency  fund. 

The  Administration  is  proposing  a  nearly  $5  billion  budget  for  Foster  Care  in  FY  2004,  a 
$90  million  increase  over  last  year's  request.  Not  only  will  these  funds  support  a  child  welfare 
program  option,  but  they  also  will  be  used  to  provide  payments  for  maintenance  and 
administrative  costs  for  more  than  240,000  children  in  foster  care  each  month,  as  well  as 
payments  for  training  and  child  welfare  data  systems.  The  President's  budget  also  requests  $200 
million  for  the  Foster  Care  Independence  Program. 
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Additionally,  the  Administration  continues  its  commitment  to  the  Promoting  Safe  and  Stable 
Families  Program  by  requesting  to  $505  million  to  assist  States  in  coordinating  services  related 
to  child  abuse  prevention  and  family  preservation.  This  important  program  also  promotes 
adoption  and  provides  post-adoption  support  to  families. 

Child  Support  Enforcement 

The  President's  FY20G4  budget  will  build  on  the  considerable  success  of  the  Child  Support 
Enforcement  program.  Legislation  will  be  proposed  to  enhance  and  expand  the  existing 
automated  enforcement  infrastructure  at  the  Federal  and  State  level  and  increase  support 
collected  on  behalf  of  children  and  families.  When  combined  with  the  opportunities  to  increase 
child  support  outlined  in  the  President's  FY2003  budget  (expanded  passport  denial,  offset  of 
certain  Social  Security  benefits,  optional  pass  through  of  child  support  to  families  on  TANF, 
among  others)  these  proposals  offer  an  impressive  $7.5  billion  in  increased  child  support 
payments  to  families  over  10  years.  The  budget  also  recognizes  that  healthy  families  need  more 
than  just  financial  support  and  increases  resources  for  the  Access  and  Visitation  Program  to 
support  and  facilitate  non-custodial  parents'  access  to  and  visitation  of  their  children. 

President's  Management  Agenda 

I  realize  that  as  we  work  to  improve  the  heath  and  well-being  of  every  American  citizen,  we  also 
need  to  improve  ourselves.  I  am  committed  to  improving  the  management  of  the  Department  of 
Health  and  Human  Services.  The  FY  2004  budget  supports  the  President's  Management  Agenda 
and  includes  cost  savings  from  consolidating  administrative  functions;  organizational  deiayering 
to  speed  decision  making  processes;  competitive  sourcing;  implementation  of  effective 
workforce  planning  and  human  capital  management  strategies;  and  adoption  of  other  economies 
and  efficiencies  in  administrative  operations.  We  have  also  included  savings  in  information 
technology  (IT)  which  will  be  realized  from  ongoing  IT  consolidation  efforts  and  spending 
reductions  made  possible  through  the  streamlining  or  elimination  of  lower  priority  projects.  The 
IT  infrastructure  consolidation  will  further  reduce  infrastructure  expenditures  for  several  HHS 
agencies  and  should  be  fully  implemented  by  October  2003. 

Improving  the  Health  and  Safety  of  our  Nation 

Mr.  Chairman,  the  budget  I  bring  before  you  today  contains  many  different  elements  of  a  single 
proposal.  What  binds  these  fundamental  elements  together  is  the  desire  to  improve  the  lives  of 
the  American  people.  All  of  our  proposals,  from  building  upon  the  successes  of  welfare  reform 
to  protecting  the  nation  against  bioterrorism;  from  increasing  access  to  healthcare,  to 
strengthening  Medicare;  all  these  proposals  are  put  forward  with  the  simple  goal  of  ensuring  a 
safe  and  healthy  America.  I  know  this  is  a  goal  we  all  share,  and  with  your  support,  we  are 
committed  to  achieving  it. 
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HHS  COMMAND  CENTER 

Secretary  Thompson.  Let  me  discuss  a  couple  of  things  I  think 
are  interesting  and  important  to  this  committee.  The  first  is  bioter- 
rorism.  Because  of  the  incidents  of  last  evening  and  the  fact  we  are 
going  to  war,  everybody  has  some  degree  of  concern  about  their 
communities  and  what  is  happening  as  far  as  bioterrorism  is  con- 
cerned. 

I  would  like  to  extend  an  invitation  to  all  of  you  to  come  over  and 
see  our  command  headquarters  at  the  Department  of  Health  and 
Human  Services.  If  you  come  over,  what  you  would  see  would  allay 
a  lot  of  fears  you  might  have.  In  this  new  command  headquarters, 
we  have  a  computer  system  that  is  huge,  very  fast  and  has  prob- 
ably the  best  database  of  any  database  in  the  country  and  possibly 
the  world.  We  have  all  the  hospitals  listed  in  our  database,  all  the 
highways,  all  the  streets  in  your  cities,  all  your  fire  stations,  all 
your  police  stations  and  all  the  first  responders.  We  know  on  a 
daily  basis  how  many  hospital  beds  you  have  in  a  hospital,  how 
many  vacancies  you  have,  what  kind  of  hospitals.  We  are  able  to 
develop  models  for  just  about  any  kind  of  chemical  in  any  commu- 
nity depending  on  the  wind  and  atmospheric  conditions.  We  also 
have  a  meteorologist  on  duty  and  we  are  open  24  hours  a  day,  7 
days  a  week. 

We  have  teleconferencing  capability  and  I  have  been  involved 
internationally  with  the  World  Health  Organization  due  to  the  new 
illness.  I  would  like  to  talk  to  you  about  that  in  a  couple  of  min- 
utes. 

We  have  the  country  divided  into  ten  regions,  with  approxi- 
mately 8,000  medical  personnel,  doctors,  nurses,  morticians  as  well 
as  veterinarians.  We  are  able  to  activate  them.  We  have  three  of 
our  DMED  Level  1  teams,  our  most  highly  sophisticated  ones,  28 
of  those  teams,  2,800  individuals  we  can  call  on  short  notice  and 
be  able  to  direct  them  to  any  community  in  the  country. 

We  have  600  tons  of  medical  supplies  and  equipment  distributed 
in  12  strategic  locations  in  America  which  require  nine  semi-truck- 
loads  to  haul  or  one  KC-135  but  we  can  make  sure  they  can  be 
transported  to  any  city  in  America  within  seven  hours.  We  have 
Level  1  chemical  kits  that  we  have  distributed  to  the  major  cities 
and  are  asking  them  to  put  them  in  their  ambulances  as  well  as 
their  fire  departments  so  they  can  be  used  immediately  if  there  is 
chemical  exposure. 

We  also  have  the  capacity  that  no  other  place  in  the  world  has 
to  hook  up  to  any  one  of  4,000  local  television  stations  in  America. 
We  also  just  got  hooked  up  with  El  Jazira  in  Pakistan.  I  think  this 
is  the  only  place  in  the  country  that  has  that,  so  we  watch  El 
Jazira,  Pakistan  and  we  also  have  the  capacity  of  hooking  up  and 
being  able  to  tap  into  any  one  of  4,000  local  television  stations.  If 
something  happened  in  Topeka,  Kansas,  we  are  able  to  call  up  local 
TV  stations  and  watch  them  while  we  watch  the  national  news  and 
be  able  to  respond.  Our  teleconferencing  capability  gives  us  the  ca- 
pacity of  dealing  with  ten  different  groups  at  the  same  time  and 
be  able  to  respond  immediately. 
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SEVERE  ACUTE  RESPIRATORY  SYNDROME  (SARS) 

In  regards  to  the  disease  that  all  of  you  are  concerned  about,  we 
are  observing  264  cases  right  now,  11  of  which  are  in  the  United 
States,  none  of  which  we  have  confirmed  is  the  SARS  disease. 
There  was  an  individual  from  Guangdong  Province  who  became 
sick  when  he  stayed  at  the  Metropole  Hotel  outside  of  Hanoi.  There 
were  seven  other  individuals  who  became  sick  on  the  same  floor. 
They  were  the  eight  individuals  who  fanned  out  into  Hanoi,  Singa- 
pore, Bangkok  and  Canada  and  became  sick.  It  was  all  traced  back 
to  this  one  hotel.  We  don't  have  the  common  source  yet  but  we  are 
getting  it  down  to  that  hotel.  It  was  a  place  where  all  eight  individ- 
uals became  deathly  sick  and  were  on  the  same  floor  of  the  Metro- 
pole  Hotel  which  is  somewhat  interesting. 

So  far  we  have  not  confirmed,  and  Dr.  Weldon  you  will  appre- 
ciate this,  that  it  is  a  virus  but  it  appears  from  our  preliminaries 
that  it  may  be  the  paramyxo  virus  that  also  is  part  of  the  family 
of  viruses  that  causes  measles,  mumps  and  pneumonia.  We  are  not 
certain  about  that.  I  should  have  confirmation  of  that  some  time 
today.  We  will  give  that  to  Chairman  Regula  and  he  can  distribute 
it  to  the  members  of  the  committee. 

Mr.  Regula.  Mr.  Secretary,  I  think  you  have  a  lot  to  cover  so  we 
are  going  to  come  back  to  your  statement  when  we  get  back.  We 
have  three  votes.  Let  me  suggest  to  the  members,  if  you  haven't, 
make  an  opportunity  to  go  down  and  see  the  war  room  he  just  de- 
scribed to  you.  It  will  be  anything  beyond  what  you  can  imagine 
as  far  as  an  information  and  control  center.  It  is  terrific.  Wouldn't 
you  love  those  4,000  TV  stations  when  you  were  governor? 

Secretary  Thompson.  I  would  have. 

Mr.  Regula.  We  will  recess  to  vote. 

[Recess.] 

Mr.  Regula.  Mr.  Secretary,  we  look  forward  to  hearing  more 
about  the  activities  of  your  department.  You  have  a  lot  of  exciting 
challenges. 

Secretary  Thompson.  It  is  exciting,  Mr.  Chairman. 
Mr.  Regula.  Yes.  America  depends  on  you. 

Secretary  Thompson.  I  know  that  and  I  have  a  great  team.  I 
think  America  is  blessed  by  having  some  of  the  best  doctors  and 
researchers  and  scientists  in  the  world  working  for  the  Depart- 
ment, NIH,  CDC,  FDA  and  HRSA.  My  personal  staff  have  been 
wonderful  and  dedicated  individuals.  I  am  really  blessed. 

Mr.  Regula.  I  think  you  would  be  an  inspiration  to  them.  The 
captain  of  the  ship  makes  a  difference,  a  big  difference.  The  floor 
is  yours  if  you  would  like  to  add  anything. 

STRENGTHENING  state  and  local  infrastructure 

Secretary  Thompson.  I  have  a  couple  other  things  I  would  like 
to  bring  up.  I  want  to  thank  you,  Mr.  Chairman,  for  your  tremen- 
dous leadership  and  passion  on  these  issues.  I  want  to  thank  you 
for  being  such  a  good  friend  and  advisor  to  me.  I  personally  want 
to  thank  you  and  thank  you  for  inviting  me  to  be  here  today. 

We  are  facing  the  increased  risk  of  terrorism  this  week.  I 
thought  I  would  begin  by  assuring  you  that  the  department  is 
doing  a  lot  of  things.  I  mentioned  several  already.  We  have  also  in- 
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creased  both  human  and  food  surveillance.  Being  a  farmer,  you 
know  how  important  that  is  because  of  potential  biological  attacks. 
Through  the  Food  and  Drug  Administration,  which  I  know  is  not 
in  this  jurisdiction,  we  are  taking  aggressive  steps  to  increase  ex- 
aminations of  imported  food  and  surveillance  of  the  domestic  food 
industry.  We  have  alerted  State  and  local  health  departments,  hos- 
pitals and  health  care  providers  to  report  any  unusual  patterns  or 
treatment  of  unusual  illnesses. 

I  would  also  like  to  make  an  announcement  this  morning.  We  are 
providing  the  $1.4  billion  to  State  governments  that  you  and  other 
members  of  Congress  have  appropriated  to  help  them  continue 
preparations  against  terrorism  and  other  health  emergencies.  I  am 
also  happy  to  announce  we  are  going  to  allow  State  governments 
to  immediately  obtain  20  percent  of  the  2003  grants  in  order  to 
support  the  current  preparations  including  the  cost  of  smallpox 
vaccinations  for  selected  health  workers  and  emergency  responders. 
As  you  know  a  lot  of  States  are  having  severe  financial  trouble  and 
we  are  asking  them  to  have  the  smallpox  vaccinations  in  their 
States  and  this  is  grant  money  they  can  use  to  help  defray  that  ex- 
pense. I  think  it  will  be  well  received  at  the  State  level.  I  wanted 
to  make  the  announcement  here  at  your  committee  because  you 
have  been  so  instrumental  in  getting  this. 

Of  the  $1.4  billion,  $870  million  is  going  to  support  the  enhance- 
ment of  the  State  public  health  agencies.  States  will  use  the  rest 
of  the  money  to  help  their  hospitals  prepare  for  possible  bioterror 
or  other  mass  casualty  incidents  as  part  of  our  planned  Statewide 
response  network.  I  want  to  add  parenthetically  the  States  are  not 
drawing  down  the  money  as  fast  as  they  should.  In  fact,  the  States 
have  only  drawn  down  about  a  quarter  of  the  money  from  last  year 
and  we  are  sending  out  another  $1.5  million. 

Mr.  Regula.  Is  there  a  match? 

Secretary  Thompson.  There  is  no  match  at  all.  It  is  just  money 
and  the  money  is  there.  They  may  have  obligated  it  but  is  still  a 
little  disconcerting  to  me  to  tell  you  that  they  haven't  done  it.  Even 
in  your  home  State  of  Ohio,  they  have  only  drawn  down  about  $11 
million  of  the  $30.3  million  they  have. 

Mr.  Regula.  How  would  the  State  use  that  money?  I  want  to  call 
the  Governor  and  put  a  burr  under  his  saddle. 

Secretary  Thompson.  They  have  a  plan.  We  asked  them  to  de- 
velop a  State  health  preparedness  plan  for  communications,  for  get- 
ting their  hospitals  and  laboratories  more  secure,  being  able  to  ex- 
pand their  laboratory  capacity,  getting  their  metropolitan  medical 
assistance  teams  up  to  par,  education  for  their  emergency  doctors, 
so  on  and  so  forth.  There  is  just  a  whole  plethora  of  issues  they 
can  spend  the  money  for. 

Mr.  Regula.  Do  they  have  to  bring  a  plan? 

Secretary  Thompson.  They  have  to  get  a  plan,  which  they  have 
submitted. 
Mr.  Regula.  They  have  the  plans  in? 

Secretary  Thompson.  The  plans  are  in.  The  plans  were  sub- 
mitted as  of  April  15  last  year.  They  could  have  obligated  the 
money  and  just  have  not  drawn  down  the  money. 

Mr.  Regula.  I  understand. 
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Secretary  Thompson.  It  seems  a  bit  strange  to  me.  Everyone  is 
complaining  about  the  need  for  money  and  we  have  them  drawning 
down  on  only  an  average  of  about  20  percent  out  of  the  $1.1  billion. 
We  are  ready  to  send  out  another  $1.5  billion.  They  can  use  this 
20  percent  we  are  sending  out  now  immediately  for  defraying  costs 
on  smallpox. 

I  bring  this  up  so  hopefully  congressional  representatives  can 
contact  their  governors  and  say,  this  is  some  money  and  take  ad- 
vantage of  it. 

Mr.  Regula.  Absolutely. 

Secretary  Thompson.  We  want  them  to  start  building  the  infra- 
structure of  the  State  and  local  health  departments. 

Mr.  Regula.  Do  you  think  it  is  because  they  are  not  getting  ap- 
plications, that  the  local  people  don't  realize  this? 

Secretary  Thompson.  I  don't  know.  We  keep  checking.  They  keep 
saying  they  have  obligated  the  money  but  we  still  have  80  percent 
of  last  year's  and  we  are  ready  to  send  out  another  huge  amount 
of  money. 

Mr.  Regula.  Do  you  have  that  chart  there? 
Secretary  Thompson.  Sure. 

Mr.  Regula.  Let  us  make  a  copy  of  that  for  our  members. 

INFLUENZA  PANDEMIC 

Secretary  Thompson.  To  summarize  the  area  of  bioterrorism,  we 
are  much  better  able  to  respond  to  a  biological  attack.  We  cannot 
prevent  one  but  we  are  much  better  prepared  to  respond  than  I 
think  the  Congress  and  the  vast  majority  of  Americans  believe. 

As  I  indicated,  we  have  constructed  the  state  of  the  art  command 
center  which  you  have  been  over  to  see.  I  would  like  everyone  to 
come  over  and  see  it  and  I  make  that  invitation.  The  new  tracking 
and  plotting  technology  that  we  have  also  allows  us  to  take  our  re- 
sponse activities,  including  our  DMATS  and  DMORTS  and  the 
strategic  national  stockpile  for  better  flexibility  and  better  effi- 
ciencies. 

We  are  monitoring,  as  you  know,  one  situation  as  we  speak. 
Right  now,  researchers  are  working  to  identify  the  cause  of  what 
has  been  called  the  Severe  Acute  Respiratory  Syndrome.  We  have 
no  reason  to  think  the  syndrome  is  related  to  influenza.  The  ap- 
pearance of  similar  symptoms  in  scattered  locations  reminds  us  all 
that  we  should  be  concerned  about  the  possibility  of  an  influenza 
pandemic  and  how  it  might  start. 

At  the  request  of  our  department,  I  have  been  very  concerned 
about  having  pandemic  flu  outbreak.  We  haven't  been  prepared  for 
it  and  we  have  no  way  to  develop  new  vaccine  to  be  able  to  stock- 
pile new  flu  vaccine.  We  have  to  wait  until  January  or  February 
to  make  a  determination  what  we  think  the  flu  is  going  to  be  that 
year  and  then  we  have  to  have  the  fertilized  eggs  in  order  to  grow 
the  virus.  That  is  a  very  poor  way  because  the  influenza  pandemic 
may  be  avian  flu  which  could  destroy  the  eggs  which  is  the  only 
way  we  would  know  how  to  prepare  a  vaccine  right  now  which  real- 
ly puts  us  in  an  embarrassing  situation.  I  want  to  change  that  and 
get  us  ready  to  develop  a  whole  new  flu  vaccine  system  and  have 
it  grown  out  of  a  cell  culture  which  is  much  more  efficient  and  we 
could  stockpile  it.  So  the  President,  at  the  request  of  the  depart- 
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ment,  is  asking  for  $100  million  to  ensure  the  Nation  has  an  ade- 
quate supply  of  influenza  vaccine  in  the  event  of  a  pandemic. 

It  is  in  the  regular  bill  and  I  think  it  points  out  this  SARS  thing 
could  have  been  a  pandemic  flu  and  we  wouldn't  have  been  able 
to  control  it.  Luckily  it  is  not  but  it  could  be  the  start  of  something 
that  we  don't  really  understand  in  the  health  care  field.  They  have 
all  the  specimens  from  Canada,  we  have  specimens  from  Hong 
Kong  that  were  flown  in  yesterday  and  they  are  working  around 
the  clock,  Mr.  Chairman,  to  make  the  analysis.  I  should  be  able  to 
have  a  better  and  more  complete  picture  sometime  this  afternoon. 
I  will  call  you  with  that  information. 

Due  to  the  constant  change  in  the  circulating  influenza  strains, 
we  cannot  stockpile  influenza  vaccine  because  we  have  to  wait  from 
one  year  to  the  next  and  get  the  eggs  produced.  The  current  manu- 
facture methods  cannot  meet  our  Nation's  need  in  the  event  of  a 
pandemic  flu.  Funds  will  be  used  for  activities  to  ensure  a  new 
year-round  influenza  vaccine  production  capacity  and  the  develop- 
ment and  implementation  of  rapidly  expandable  production  tech- 
nologies. We  are  going  to  work  closely  with  industry  to  accomplish 
these  goals. 

As  you  may  know,  the  influenza  pandemic  of  1918  killed  more 
than  500,000  Americans  in  less  than  10  months.  We  are  working 
to  make  sure  nothing  like  that  happens  again.  We  are  not  prepared 
for  it.  I  want  you  to  know  that  and  that  is  why  this  $100  million 
is  so  important. 

BIOSHIELD 

As  you  all  know,  last  month  President  Bush  announced  Project 
Bioshield  which  is  in  a  similar  vein.  We  would  spend  roughly  $6 
billion  over  ten  years  on  new  counter  measures  to  prepare  America 
for  a  bioterrorist  attack.  This  proposal  would  speed  up  research 
and  approval  of  vaccines  and  treatments  and  ensure  a  guaranteed 
funding  source  for  their  purchase,  just  the  latest  in  our  forward 
looking  efforts  to  protect  the  homeland. 

NIH  BUDGET 

We  also  recently  completed  doubling  of  the  budget  of  the  Na- 
tional Institutes  of  Health.  This  year  we  continue  that  commitment 
with  a  budget  of  $27.9  billion,  a  net  increase  of  $718  million  over 
last  year.  As  a  result  of  one-time  projects  being  funded  and  acceler- 
ated in  fiscal  year  2003  and  not  needing  to  be  refinanced,  actual 
research  contracts  and  investments  will  rise  by  about  7  percent  to 
$1.9  billion. 

HEALTH  CARE 

Now  let  us  turn  to  the  rest  of  the  budget.  In  my  first  two  years, 
the  Department  has  made  tremendous  progress  in  our  efforts  to 
improve  the  health,  safety  and  well  being  of  American  people.  We 
continue  to  make  extraordinary  progress  in  providing  health  care 
to  lower  income  Americans.  Through  waiver  and  State  plan  amend- 
ments which  have  been  granted  to  States,  we  have  expanded  access 
to  health  coverage  for  more  than  2.2  million  individuals.  These  are 
waivers  I  have  granted  to  individuals.  We  have  been  able  to  get  2.2 
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million  people  covered  by  health  insurance  who  didn't  have  it  be- 
fore and  have  expanded  the  range  of  benefits  offered  to  an  addi- 
tional 6.7  million  other  Americans. 

To  build  on  this  progress,  we  are  proposing  outlays  for  HHS  of 
$539  billion,  $539  billion  for  farmers,  like  you  and  me,  is  a  lot  of 
money,  Mr.  Chairman. 

Mr.  Regula.  Will  buy  a  lot  of  hay. 

HHS  BUDGET 

Secretary  Thompson.  Buy  a  lot  of  hay  and  increase  a  lot  of  cat- 
tle. 

We  request  an  increase  of  $37  billion  or  7  percent  over  last  year's 
request,  an  increase  of  more  than  $109  billion  or  25  percent  since 
2001. 

The  difficulty  has  been  the  discretionary  part  of  the  budget.  It 
increases  $1.6  billion  or  2.6  percent  to  $65  billion  of  budget  author- 
ity. This  was  the  President's  proposal  from  fiscal  year  2003  to  fiscal 
year  2004,  but  subsequent  to  that  time,  the  Congress  has  passed 
their  budget  which  increased  the  amount  of  money  which  lowered 
the  percentage  that  we  had  in  our  request.  So  our  budget  doesn't 
look  as  good  when  you  look  at  that.  The  budget  falls  under  the 
committee's  jurisdiction  of  $60  billion,  a  lesser  percentage. 

We  are  attempting  to  keep  health  care  costs  down  and  prevent 
chronic  diseases  because  Americans  really  aren't  that  healthy.  This 
is  something  I  have  talked  to  you  about,  Mr.  Chairman  and  many 
members.  We  have  to  do  something  about  it. 

PREVENTION 

I  am  really  happy  to  talk  to  you  about  prevention.  We  have  to 
encourage  Americans  to  lead  healthier  lives.  We  have  all  heard  the 
disturbing  news  about  the  prevalence  of  diabetes,  obesity  and  asth- 
ma, $155  billion  a  year  in  tobacco-related  illnesses,  400,000  people 
die,  $132  billion  on  diabetes  and  17  million  Americans  have  it,  16 
million  have  pre-diabetes  conditions;  $117  billion  on  obesity  and 
300,000  people  die.  We  are  too  fat,  we  are  too  sedentary  and  we 
smoke  too  much.  We  have  to  do  something  about  it,  ladies  and  gen- 
tlemen. I  need  your  help. 

I  have  also  put  my  whole  department  on  a  diet.  We  hand  out 
these  little  Walk-o-meters  and  you  have  to  do  10,000  steps.  If  any 
of  the  members  of  the  committee  want  one,  I  will  send  them  up. 
You  become  somewhat  addicted  to  them  because  you  look  at  them 
during  the  day  and  if  you  haven't  done  close  to  your  10,000,  you 
decide  to  walk  up  the  steps  instead  of  taking  an  elevator.  It  is  a 
wonderful  tool.  Most  of  my  people  wear  them  and  become  very  ad- 
dicted. If  the  members  of  the  committee  would  like  to  have  one  be- 
cause you  have  been  so  good  to  us  and  since  you  have  our  budget, 
we  would  be  more  than  happy  to  share  our  walk-o-meters  with  the 
committee. 

Mr.  Regula.  I  assume  you  weren't  sympathetic  to  the  man  on 
the  John  Deere? 

Secretary  Thompson.  I  don't  want  to  go  there  right  now,  Mr. 
Chairman. 

The  HHS  budget  is  consistent  with  the  President's  healthier  ef- 
forts   and   proposes   coordinated,    departmentwide    steps    to  a 
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healthier  U.S.  from  healthier  lifestyles,  emphasizing  prevention  of 
obesity,  diabetes,  asthma,  heart  disease,  stroke  and  cancer  and  in- 
cludes an  investment  of  $125  million  for  targeted  disease  preven- 
tion for  cities  and  States.  I  am  really  excited  about  it  and  I  know 
you  are  too. 

The  President  has  made  improvements  in  our  Nation's  health 
and  health  care  one  of  his  biggest  priorities  for  the  year.  By  work- 
ing together,  I  think  we  can  make  it  one  of  our  proudest  achieve- 
ments. I  look  forward  to  all  of  the  work  in  this  committee  and  it 
is  always  an  honor  and  privilege  for  me  to  come  in  front  of  this 
committee  which  I  consider  one  of  the  best  examples  of  bipartisan- 
ship at  work.  I  think  it  is  because  of  your  leadership,  Mr.  Chair- 
man, and  I  thank  you  for  that. 

Thank  you  for  giving  me  this  opportunity  to  speak  twice  in  front 
of  this  committee.  I  have  never  had  that  privilege  before. 

YOUTH  MEDIA  CAMPAIGN 

Mr.  Regula.  Thank  you.  We  do  have  a  great  group  of  members 
on  this  subcommittee.  We  are  simply  interested  in  helping  you  and 
in  turn  helping  the  American  people. 

Since  you  mentioned  some  of  the  programs  you  are  doing  to  help 
people,  I  might  start  with  the  Youth  Media  Campaign.  Is  it  work- 
ing? 

Secretary  Thompson.  The  jury  is  still  out  but  it  is  the  VERB 
Program.  I  have  to  be  very  honest,  I  was  one  of  the  biggest  critics 
of  it.  It  was  a  program  put  out  by  CDC  and  for  the  tweeners,  those 
between  ages  9  and  13,  to  get  them  out  of  their  living  rooms  watch- 
ing television  onto  the  playground.  They  have  to  pick  a  verb  and 
act  it  out. 

Since  I  am  not  a  tweener  and  a  long  ways  from  that  and  I  don't 
have  any  children  that  are  tweeners,  I  guess  I  didn't  appreciate  the 
beauty  of  it  but  as  I  understand  from  people  in  my  office  that  have 
children  in  that  category,  they  understand  what  the  VERB  is  all 
about.  We  are  expanding  it  into  getting  athletes  to  start  talking 
about  it,  so  I  will  hold  my  remarks  and  my  criticisms  until  I  see 
better  results. 

CDC  tells  me  that  this  is  getting  very  good  marks,  in  fact  much 
higher  marks  than  they  expected.  So,  I  compliment  them.  Overall, 
even  if  it  is  as  successfiil  as  CDC  is  telling  me  it  is  and  was  going 
to  be  even  more  successful  in  the  future,  I  still  believe  we  have  to 
do  more.  That  is  why  the  $125  million  for  healthier  cities  and 
States  and  healthier  steps  for  U.S.  is  so  important  because  we  are 
too  darned  fat,  we  don't  exercise  and  we  have  to  get  Americans  out 
walking,  running,  dancing  and  eating  properly,  whatever  the  case 
may  be. 

HEALTHY  START 

Mr.  Regula.  The  First  Lady  is  leading  the  initiative  in  your  de- 
partment known  as  Healthy  Start,  Grow  Smart  Program.  We  are 
pleased  to  initiate  funding  for  this  in  fiscal  year  2003.  Have  you 
started  distributing  these  pamphlets  yet?  Is  the  program  moving? 
I  know  that  just  got  signed  recently. 

Secretary  Thompson.  It  was  signed  on  the  20th  of  February,  so 
it  is  a  bit  early  but  we  have  the  mechanism  set  up  to  get  this  infor- 
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mation  out  and  we  will  continue  to  work  on  that  and  report  back 
to  the  committee.  We  are  making  some  progress. 

It  seemed  to  me,  looking  at  the  materials,  we  are  going  to  give 
that  program  a  greater  boost. 

INFORMATION  TECHNOLOGY 

Mr.  Regula.  Have  you  had  some  success  in  communications?  I 
know  we  talked  earlier  when  you  first  got  there  and  had  I  don't 
know  how  many  computer  systems,  many  of  which  could  not  talk 
to  each  other,  many  departments.  Communications  is  a  challenge. 

Secretary  Thompson.  It  was  the  strangest  thing.  We  have  85,000 
workstations  for  63,000  people;  we  have  200  different  computer 
systems;  we  have  3,200  individuals  to  maintain  those  200  different 
computer  systems;  and  most  of  the  computer  systems  do  not  work 
together. 

We  are  centralizing  and  purchasing  new  equipment  and  modern- 
izing. We  are  nowhere  near  what  I  want  us  to  be  but  we  are  mak- 
ing great  progress.  I  hope  to  be  able  to  report  it.  I  want  to  get  to 
the  kind  of  computer  system  we  set  up  in  the  command  center  be- 
cause that  is  state  of  the  art,  one  of  the  best  in  the  country,  if  not 
the  best.  We  should  do  the  same  for  the  department  because  our 
responsibility  is  so  huge,  we  interact  with  every  American  and 
every  man,  woman  and  child  on  a  daily  basis.  We  have  to  be  much 
more  efficient  than  we  have  been  in  the  past.  We  are  working  to- 
ward that  effort.  I  would  grade  us  a  "B"  but  I  want  us  to  be  an 
"A." 

HOSPITAL  TECHNOLOGY 

Mr.  Regula.  U.S.  News  recognized  the  value  of  what  you  are 
doing  in  the  command  center  which  I  think  leads  to  something  I 
think  is  a  challenge  and  important.  That  is  to  make  the  health  de- 
livery system  seamless. 

Secretary  Thompson.  I  am  so  happy  you  raised  that  because  that 
is  how  you  are  going  to  save  money,  98,000  deaths  last  year  be- 
cause of  mistakes,  50  percent  because  of  the  wrong  mis-diagnoses 
and  mistakes  in  doses  of  medicines.  Just  think,  a  floor  nurse  is 
working  hard,  she  has  the  whole  floor  to  take  care  of.  She  goes  in 
and  still  have  to  decipher  Dr.  Weldon's  handwriting,  which  is  prob- 
ably better  than  most  doctors,  but  still  not  the  best.  Then  she  has 
to  unlock  the  medicine  cabinet,  parcel  out  the  medicine  and  going 
back,  she  is  stopped  five  or  six  times  and  when  she  gets  there,  she 
doesn't  know  if  it  is  the  right  time,  the  right  dosage  and  whether 
it  is  going  to  interact  with  other  medicines.  The  swipe  capacity  is 
there  and  that  is  why  we  are  requiring  the  pharmaceutical  compa- 
nies to  bar  code  their  drugs,  we  just  issued  the  rule  and  we  are 
going  to  require  all  drugs  to  be  bar  coded.  We  want  to  get  to  the 
same  kind  of  swipe  capacity  every  grocery  store  has  now.  Grocery 
stores  are  more  technologically  advanced  than  our  hospitals.  They 
don't  make  mistakes.  You  check  out,  you  know  what  it  is  going  to 
be  and  so  on.  We  should  do  that  in  all  hospitals. 

We  are  standardizing  the  rules  so  the  technology  can  be  inter- 
acting from  one  hospital  to  another.  We  are  working  with  the  De- 
partment of  Veterans  Affairs,  which  has  a  good  control  system.  We 
want  to  be  able  to  adopt  that  system.  We  are  putting  out  dem- 
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onstration  plans  through  CMS  in  order  to  get  this  technology  done. 
I  really  think  we  need  to  have  some  sort  of  capital  fund  to  encour- 
age clinics  and  hospitals,  maybe  as  the  Chairman  Regula  Fund, 
and  use  dollars  out  of  the  fraud  and  abuse  money  and  have  it 
matched  three  to  one  or  two  to  one  so  that  hospitals  and  clinics  put 
up  $3,  get  $1  from  the  Federal  Government,  and  be  able  to  handle 
uniform  technology  so  we  could  have  inter-operability  across  Amer- 
ica. 

We  would  reduce  costs,  reduce  the  time  and  we  certainly  would 
reduce  the  mistakes  being  made  in  medicine.  That  to  me  is  where 
we  have  to  go,  Mr.  Chairman. 

Mr.  Regula.  Should  we  do  a  pilot  program  or  should  we  go  with 
it?  I  like  it. 

Secretary  Thompson.  We  should  deal  with  it.  I  don't  know  why 
we  need  pilot  programs.  Veterans  Affairs  has  a  very  good  system, 
certain  hospitals  have  good  systems,  but  nobody  has  put  together 
a  national  system.  It  is  there  for  the  making.  America  is  so  techno- 
logically advanced.  The  technology  is  there,  why  wait?  Let  us  put 
in  the  system,  standardize  the  rules,  bar  code  and  maybe,  as  the 
first  step,  start  out  with  the  scanning  capacity.  That  would  help 
immensely  drive  the  system  and  reduce  mistakes. 

Mr.  Regula.  Does  your  budget  request  have  some  money  in 
there  to  do  this? 

Secretary  Thompson.  No,  it  does  not,  Mr.  Chairman. 

Mr.  Regula.  Well,  then  we  need  to  put  some  in  there.  I  think 
it  is  a  great  idea. 

Secretary  Thompson.  I  think  it  is  a  wonderful  idea  and  some- 
thing I  have  been  working  on  but  I  don't  have  any  money  in  there. 

Mr.  Regula.  Why  don't  you  get  us  some  information  about  what 
you  think  it  would  take  as  a  modest  amount  to  get  this  going. 

Secretary  Thompson.  I  think  it  would  be  fantastic. 

Mr.  Regula.  Because  Reader's  Digest  not  long  ago  had  a  major 
story  on  medical  mistakes  which  you  alluded  to  in  numbers,  the 
same  thing,  and  we  could  do  a  great  service  in  that  respect. 

I  notice  one  of  the  questions  we  had  is  the  fiscal  year  2004  budg- 
et requests  $50  million  for  demonstration  safety  hospital  informa- 
tion. 

Secretary  Thompson.  That  would  be  part  of  it  but  I  am  going  be- 
yond that.  The  $50  million  is  a  demonstration  plan  for  hospital 
technology  but  I  really  think  we  need  to  incorporate  the  clinics,  the 
doctors  and  the  hospitals  all  together  in  a  unified  system.  People 
say  it  would  be  very  expensive  and  I  think  the  dollars  you  would 
save  would  be  much  more. 

Mr.  Regula.  It  has  to  start  with  the  bar  coding. 

Secretary  Thompson.  Bar  coding  and  standardization  is  where 
we  start.  We  have  to  have  standardized  forms,  standardized  rules 
and  that  is  what  the  department  is  working  on. 

Mr.  Regula.  We  will  pursue  that. 

Secretary  Thompson.  I  would  be  more  than  happy  to  give  you  a 
whole  written  report  on  it. 

Mr.  Regula.  I  would  like  to  have  that  before  we  do  any  mark 
up. 

I  have  several  more  questions  but  I  want  to  give  the  other  mem- 
bers a  chance.  I  think  Ms.  Roybal-Allard  was  the  first  one  here. 
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Ms.  Roybal-Allard.  First  of  all,  Mr.  Secretary,  let  me  thank  you 
for  all  the  hard  work  you  did  in  California  and  with  Los  Angeles 
County  to  help  us  to  get  that  waiver  so  that  so  many  uninsured 
could  continue  to  get  health  services. 

Secretary  Thompson.  Thank  you,  too.  It  was  a  bipartisan  effort 
and  it  was  a  wonderful  working  arrangement  from  Congress  and 
the  Department. 

Ms.  Roybal-Allard.  It  was  a  good  example  of  how  we  should  al- 
ways be  working  together. 
Secretary  Thompson.  Absolutely. 

DISPROPORTIONATE  SHARE  HOSPITALS  (DSH) 

Ms.  Roybal-Allard.  As  you  well  know,  there  are  still  some  chal- 
lenges facing  Los  Angeles  County  and  not  everything  was  resolved 
with  that  waiver,  in  particular,  the  disproportionate  share  reform 
proposal.  It  is  my  understanding  that  the  State  right  now  is  in  the 
process  of  finishing  up  that  proposal.  One  of  the  things  they  are 
doing  is  putting  in  language  so  that  existing  DSH  dollars  can  fol- 
low the  patient.  The  reason  that  is  so  critical  is  because  there  are 
so  many  hospitals  right  now  that  are  closing,  so  if  the  dollars  don't 
follow  the  patient,  these  patients  then  will  not  be  able  to  receive 
the  health  care  they  need. 

I  am  hoping  that  we  will  be  able  to  continue  to  work  with  you 
on  that  and  that  you  will  provide  a  positive  response  to  that  re- 
quest. 

Secretary  Thompson.  Let  me  just  tell  you  that  I  want  to  work 
with  you  on  it  because  a  lot  of  the  innovative  programs  that  we  are 
developing  in  many  areas,  in  Medicaid,  foster  children,  and  espe- 
cially for  elderly  programs,  actually  allow  for  the  money  to  go  with 
the  person.  I  think  it  is  the  concept  we  should  be  looking  at  in  a 
lot  of  programs  nationally.  I  would  be  more  than  happy  to  work 
with  you. 

smallpox  immunization 

Ms.  Roybal-Allard.  The  new  issue  I  would  like  to  address  may 
be  of  help  to  you.  When  I  walked  in  you  were  expressing  dismay 
as  to  why  some  of  the  States  hadn't  taken  more  advantage  of  the 
money  available,  particularly  with  the  smallpox  immunization. 

Last  week,  the  Secretary  of  Health  of  California  came  to  my  of- 
fice and  was  very  concerned  about  the  fact  that  so  few  in  California 
had  taken  advantage  of  it  but  she  gave  a  list  of  reasons  as  to  why 
that  was  so.  I  would  like  to  quickly  highlight  some  of  the  concerns 
she  raised  that  she  believed  were  causing  serious  problems  in  the 
ability  for  this  program  to  move  forward. 

Secretary  THOMPSON.  Congresswoman,  if  I  might? 

Ms.  Roybal-Allard.  Sure. 

Secretary  Thompson.  That  is  different  than  the  bioterrorism  $1.1 
billion.  You  are  talking  about  the  smallpox. 

Ms.  Roybal-Allard.  I  am  talking  about  the  smallpox,  yes. 

Secretary  Thompson.  That  is  completely  different  from  the  draw- 
down in  the  other  program  which  is  the  $1.1  billion. 

Ms.  Roybal-Allard.  I  apologize.  I  thought  I  heard  you  mention 
smallpox. 
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With  regards  to  the  smallpox  program,  she  said  the  State  has 
never  received  written  verification  that  they  can  spend  their  Fed- 
eral money  on  the  smallpox  program,  that  CDC  has  been  slow  to 
offer  protocols,  and  that  the  pre-event  vaccination  system  software 
is  still  not  available,  so  staff  is  keeping  notes  and  records  on  paper; 
that  when  the  vaccine  was  made  available  to  the  States  in  general, 
they  were  never  informed  that  the  vaccine  had  a  four  month  shelf 
life  and  therefore,  in  the  case  of  Los  Angeles,  they  ordered  the  full 
allotment  which  they  are  not  going  to  be  able  to  use  in  that  four 
month  period. 

Also,  Spanish  language  materials  aren't  available.  There  is  an 
issue  with  the  fact  that  California  requires  the  use  of  safety  nee- 
dles but  CDC  and  FDA  have  not  approved  one  for  the  smallpox  im- 
munization. There  has  been  no  provision  made  for  those  who  have 
an  adverse  reaction  and  liability  questions  for  those  administering 
the  vaccinations  have  not  been  addressed.  CDC  has  communicated 
directly  with  hospitals  in  some  cases  without  keeping  the  State 
agency  informed. 

The  thing  I  found  even  more  alarming  was  that  according  to  her 
the  State  has  received  no  responses  to  its  calls  or  its  letters  since 
January  and  no  face  to  face  meetings  have  taken  place  despite 
their  request.  So  there  are  a  lot  of  questions  they  can't  get  an- 
swered. I  was  wondering  if  you  were  aware  of  this  problem  and  if 
something  is  being  done  to  address  it? 

Secretary  Thompson.  Congresswoman,  I  certainly  don't  want  to 
question  your  Secretary  of  Health  and  I  would  appreciate  it  if  she 
would  call  me  with  these  things.  I  just  find  it  hard  to  believe  be- 
cause I  talked  to  Julie  Gerberding  on  a  daily  basis.  We  are  getting 
more  information  out  to  every  State  health  department.  I  person- 
ally had  all  50  State  health  directors  on  twice  in  the  last  month 
talking  to  them  about  smallpox  vaccinations.  Nobody  has  raised 
these  things  to  me. 

With  regards  to  the  total  amount  of  smallpox  material  being  sent 
out,  we  sent  them  out  with  very  strict  instructions  and  I  talked  to 
Dr.  Gerberding  last  night  and  said,  have  you  heard  that  Los  Ange- 
les is  not  going  to  be  able  to  utilize  their  smallpox  in  the  right 
amount  of  time?  She  didn't  know  about  it. 

We  are  giving  out  information  in  both  languages,  Spanish  and 
English,  and  we  are  sending  out  more  material.  You  can  look  on 
our  web  page  at  CDC  and  get  all  this  information  you  are  asking 
about. 

I  don't  want  to  argue  because  I  want  to  make  the  program  work, 
so  if  there  are  concerns  she  has,  I  wish  she  would  call  me  or  talk 
to  Dr.  Gerberding  and  I  will  be  more  than  happy  to  ask  somebody 
from  CDC,  more  than  likely  Dr.  Gerberding,  who  is  just  doing  a 
wonderful  job,  to  go  out  and  talk  to  her  because  we  want  it  to  work. 

With  regards  to  the  safety  needles,  the  safety  needles  are  not  li- 
censed for  this  product.  This  product  was  produced  some  in  1959, 
some  in  the  late  1960s  and  some  in  the  1970s.  Safety  needles  had 
not  been  produced  then  and  the  needles  being  used  are  the  needles 
that  were  licensed  with  this  vaccine  back  then  and  approved  by 
FDA.  FDA  has  not  approved  the  safety  needles,  so  you  can't  blame 
the  CDC  for  something  that  is  not  licensed  or  licensable  at  this 
point  in  time. 
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The  type  of  vaccine  and  when  it  was  manufactured  are  the  rea- 
sons these  needles  are  being  used  and  are  the  ones  that  have  to 
be  used. 

Ms.  Roybal-Allard.  Clearly  there  is  a  breakdown  in  commu- 
nication and  I  will  let  her  know  and  have  her  call. 

Secretary  Thompson.  Please.  It  is  so  important  to  us  to  get  more 
people  vaccinated  in  California,  so  please  tell  her  to  call  me  di- 
rectly. I  would  be  more  than  happy  to  personally  take  care  of  it. 
I  think  it  would  probably  be  more  advantageous  if  she  talks  di- 
rectly with  Dr.  Julie  Gerberding.  I  talked  to  Julie  at  5:30  a.m.  be- 
cause I  heard  this  was  going  to  be  raised,  and  asked,  "have  you 
heard  anything?"  She  said,  "I  have  heard  nothing  about  this." 

Ms.  Roybal-Allard.  We  need  to  deal  with  that. 

Thank  you  very  much. 

Mr.  Regula.  Dr.  Weldon. 

Dr.  Weldon.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I  want  to  commend  you  on  your  depth  and 
breadth  of  medical  knowledge. 

Secretary  Thompson.  For  a  lawyer,  it  is  not  bad,  is  it?  [Laugh- 
ter.] 

Dr.  Weldon.  I  continue  to  be  amazed  and  certainly  you  would 
get  my  vote  for  an  honorary  medical  degree. 

Secretary  Thompson.  Thank  you  very  much,  sir.  I  appreciate 
that. 

Dr.  Weldon.  I  want  to  commend  you  for  your  emphasis  on  pre- 
ventive care.  I  can't  tell  you  how  many  death  certificates  I  unfortu- 
nately had  to  fill  out  on  people  dying  prematurely  of  a  variety  of 
conditions  that  were  purely  preventable.  Certainly  the  President's 
emphasis  on  this  and  your  emphasis  I  think  is  well  taken.  Yes,  get 
me  one  of  those  little  things  for  my  belt  and  I  will  wear  it. 

Secretary  THOMPSON.  Thank  you. 

HOSPITAL  TECHNOLOGY 

Dr.  Weldon.  Regarding  the  medical  error  issue,  I  can't  agree 
with  you  more.  The  bulk  of  the  errors  fortunately  are  not  life 
threatening  but  they  are  related  to  problems  in  prescribing  the  pre- 
scription process.  I  believe  wholeheartedly  that  we  can  utilize  tech- 
nologies currently  not  only  available  today  but  that  have  been 
available  for  years  to  develop  better  systems.  Certainly  I  would 
love  to  work  with  you  in  the  development  of  that. 

Secretary  Thompson.  Thank  you. 

AUTISM 

Dr.  Weldon.  I  also  want  to  commend  you  on  your  selection  and 
the  President's  selection  of  Dr.  Gerberding  in  the  position  she  has 
at  CDC.  I  have  been  working  with  her  with  the  pneumonia  out- 
break that  we  are  seeing,  this  new  illness  out  of  the  Orient.  I  have 
been  in  communication  with  her  and  I  think  she  is  doing  a  superb 
job.  I  want  to  commend  you  for  putting  her  in  that  position.  I  am 
looking  forward  to  working  with  her  and  you. 

One  of  the  things  I  would  like  to  work  with  you  on  is  the  issue 
of  autism.  I  don't  know  if  you  are  aware  but  there  are  about 
500,000  kids  with  autism  in  the  United  States.  We  have  about  1 
million  people  with  AIDS.  CDC  I  think  is  spending  $10  million  on 
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autism,  $1  billion  on  AIDS.  NIH  is  spending  $2  billion  on  AIDS 
and  $75  million  on  autism.  I  am  not  criticizing  the  money  going  to 
AIDS  research  at  all,  I  think  that  is  great  but  we  have  clearly 
worked  through  the  pathophysiology  of  AIDS,  have  a  very  good  un- 
derstanding of  how  people  get  it.  We  are  essentially  clueless  to  a 
large  degree  as  to  how  these  kids  are  becoming  autistic  and  we 
have  500,000  of  them  in  the  United  States.  The  costs  are  going  to 
be  astronomical. 

Your  own  CDC  is  reporting  this  is  a  real,  genuine  increase  in  the 
incidence  of  autism.  It  is  not  a  reporting  change  related  to  the 
DSM^i,  the  Diagnostic  Statistical  Manual.  This  is  a  real  growth  in 
numbers. 

Would  you  be  willing  to  work  with  me  to  try  to  get  more  funding 
directed  towards  understanding  the  pathophysiology  of  this  disease 
so  we  can  figure  out  why  these  kids  are  getting  it  in  the  first  place. 
Particularly  in  light  of  all  the  additional  money  we  have  given  in 
recent  years  to  NIH,  can't  we  see  more  funds  directed  towards  this 
so  that  we  can  try  to  get  some  answers  to  this  horrible  problem  our 
Nation  is  facing? 

Secretary  Thompson.  Dr.  Weldon  and  Congressman,  first,  let  me 
thank  you  for  speaking  out  not  only  on  this  issue  but  on  the  pre- 
vention issue  as  well.  I  want  to  work  with  you  on  all  these  issues. 
I  especially  want  to  work  with  you  on  autism  and  prevention.  You 
know  the  numbers  and  the  statistics  on  prevention.  Seventy-five 
percent  of  the  dollars  are  spent  on  chronic  illnesses  in  America  and 
1.7  million  Americans  die  of  it  and  most  of  those  deaths  could  be 
prevented  or  lives  prolonged  by  a  change  in  lifestyle.  I  and  the 
country  needs  people  like  you  that  are  so  articulate,  forceful  and 
knowledgeable  on  the  subject  to  be  out  there  speaking  on  it  consid- 
erably. Thank  you  and  you  will  get  a  Walk-o-meter  as  well  as  any- 
one else  on  the  committee  who  wants  one.  It  doesn't  look  like  you 
need  it.  I  need  it. 

Dr.  Weldon.  Actually,  ever  since  I  got  this  job,  I  have  put  on 
about  15  pounds. 

Secretary  Thompson.  Then  you  need  two,  sir.  [Laughter.] 

Secretary  Thompson.  Secondly,  in  regards  to  autism,  there  needs 
to  be  more  resources  put  into  it.  I  am  happy  to  be  able  to ,  report 
that  we  are  going  to  be  able  to  establish,  I  don't  know  if  you  know 
or  not,  three  new  autism  centers.  That  is  going  to  be  helpful  to  get 
the  information  out.  We  are  going  to  be  able  to  get  that  started  in 
this  fiscal  year.  Then  we  will  have  a  total  of  five  research  centers. 
We  are  going  to  put  in  three  new  research  centers  dealing  with 
strictly  autism  in  America. 

I  will  be  more  than  happy  to  work  with  you  on  this  subject.  It 
is  something  that  we  should  be  putting  more  resources  toward  and 
it  is  something  that  is  growing.  It  is  going  to  be  very  expensive  and 
like  you,  I  like  to  get  at  things  before  they  become  an  epidemic. 
That  is  why  I  am  so  passionate  about  prevention  because  I  can  see 
the  cost  of  health  care  just  soaring  in  the  future  unless  we  start 
changing  lifestyles.  Automation,  technology,  starting  prevention, 
getting  at  diseases  earlier  is  going  to  be  money  well  invested.  I 
thank  you  for  it. 

Dr.  Weldon.  Mr.  Chairman,  I  have  other  questions  but  I  believe 
my  time  has  expired. 
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Mr.  Regula.  We  will  have  another  round.  I  think  we  all  have 
others,  so  I  hope  you  can  stay. 
Mr.  Kennedy. 

MEDICAID  AND  HEAD  START 

Mr.  Kennedy.  Thank  you,  Mr.  Chairman. 
Welcome,  Mr.  Secretary. 

I  have  a  number  of  questions.  I  don't  know  where  to  start,  but 
let  me  start  with  the  overall  process  because  I  am  really  concerned 
about  two  things  that  we  are  embarking  on  that  I  think  spell  real 
trouble  for  our  most  vulnerable  populations  out  there. 

One  is  the  block  granting  of  Medicaid  and  one  is  the  block  grant- 
ing of  Head  Start.  How  the  process  works  affects  the  substances. 
What  I  am  worried  about  is  these  States  are  all  stressed  with  fiscal 
crises  and  if  you  take  the  Federal  Head  Start  Program,  put  it  into 
the  States,  it  loses  its  national  constituency.  In  other  words,  it  now 
gets  fought  in  the  various  State  capitals  and  you  know  how  that 
goes.  That  is  a  catch  as  catch  can  which  means  a  great  Federal 
program  that  has  had  great  results  now  gets  put  into  the  States 
where  it  slowly  disappears.  This  is  my  worry. 

The  same  thing  with  Medicaid.  If  you  have  that  up  front  bonus 
for  holding  out  a  couple  extra  dollars,  the  States  all  need  the 
money  now,  they  are  in  terrible  shape.  They  are  going  to  grab  that 
money,  many  will  grab  it  not  only  because  they  get  extra  money 
to  help  with  their  current  budget,  but  also  because  they  know  with 
the  flexibility  of  the  block  grant  and  the  lack  of  entitlement  which 
means  you  don't  have  to  worry  about  matching  it,  this  is  a  boon 
for  the  governors  which  is  going  to  mean  they  will  have  the  author- 
ity to  set  whatever  standard  they  want. 

If  you  have  developmentally  disabled  children  in  one  State  and 
developmentally  disabled  children  in  another  State,  depending  on 
whether  that  State's  budget  is  doing  well  or  the  State  is  doing  well, 
and  depending  on  how  progressive  that  State  legislature  is  or  that 
governor,  will  directly  impact  the  quality  of  that  mentally  retarded 
adult  and  the  quality  of  their  life  in  various  States. 

If  you  are  a  poor  child,  single  mother,  on  assistance  needing 
health  care,  the  criteria  that  will  decide  whether  you  get  that 
health  care  will  depend  from  State  to  State.  Behind  this,  I  worry 
about  States'  rights.  It  is  a  great  thing.  Everyone  says  States' 
rights  but  the  last  time  I  checked  in  history,  States'  rights  meant 
justice  depending  on  geography.  Back  in  the  1960s  when  my  uncle 
Robert  Kennedy  was  fighting  segregationists,  the  big  problem  was 
Americans  would  get  treated  differently  based  upon  what  State 
they  came  from  and  if  they  were  of  color,  they  would  be  treated  dif- 
ferently in  one  State  versus  another.  This  is  what  I  worry  about 
happening  to  our  most  vulnerable  people. 

The  quality  of  their  health  care  will  be  determined  based  upon 
where  they  reside,  what  State  they  reside  in  and  the  Federal  floor 
which  protects  both  Head  Start  recipients  to  some  extent  and  Med- 
icaid recipients  will  disappear.  It  was  an  enormous  effort  to  get 
Medicaid  in  the  first  place,  an  enormous  effort  to  get  Head  Start. 
Now  we  are  going  to  dilute  it. 

When  you  talk  about  helping  the  States  put  the  money  into  pre- 
school, the  fact  of  the  matter  is  pre-school  investment  is  only  really 
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in  ten  States.  What  happens  to  the  other  40  States?  They  don't 
show  any  interest  in  this  pre-school. 

Saying  my  State  does,  so  you  block  grant  the  funding  and  I  can 
guarantee  you  of  the  commitment  my  State  has  to  Head  Start.  We 
might  make  a  better  match  between  that  and  our  early  pre-K  but 
if  you  look  at  it,  only  five  State  programs  have  pre-K  programs, 
lower  teacher  credentials  in  these  States,  21  State  pre-K. 

Secretary  Thompson.  Wisconsin  is  one  of  those  States.  I  started 
that  program,  Congressman,  so  that  shows  you  where  I  am  coming 
from. 

Mr.  Kennedy.  So  you  understand  my  concern  that  Wisconsin 
and  Rhode  Island  are  in  the  minority  in  terms  of  States  that  have 
pre-K  programs  where  the  teacher  credentialling  is  halfway  decent. 

My  question  is  how  do  we  guarantee  that  these  kids  don't  get 
packed  into  oversized  classrooms,  how  do  we  guarantee  that  the 
teachers  in  front  of  them  are  credentialed,  how  do  we  guarantee 
that  the  tests  that  you  are  mandating  are  really  tests  that  are  evi- 
dence-based? 

One  of  the  concerns  Head  Start  folks  have  is  that  there  are  over 
300  experts  that  say  the  tests  focus  on  a  very  narrow  segment  of 
literacy  and  numeracy  skills.  As  you  know,  in  pre-K,  the  real  ques- 
tion is  developmental,  emotional  and  social.  I  worry  if  all  our  test- 
ing is  going  to  the  cognitive,  we  lose  the  emphasis  that  the  current 
Head  Start  is  based  on  and  that  is  parental  involvement  and  emo- 
tional and  social  competency. 

If  you  can  address  those  two  macro  issues,  the  Medicaid  block 
granting  and  the  Head  Start  block  granting,  I  would  appreciate  it. 

Secretary  Thompson.  I  would  love  to.  I  really  would  like  to  sit 
down  and  talk  to  you  with  your  staff  because  I  am  confident  if  you 
would  hear  where  I  am  coming  from,  you  would  be  a  supporter.  I 
may  never  get  you  to  be  as  enthusiastic  as  I  am  but  let  me  attempt 
it,  Congressman,  because  Head  Start  is  very  important  to  me.  As 
you  probably  know,  under  my  leadership,  Wisconsin  was  one  of  the 
first  States  to  put  extra  State  dollars  into  Head  Start.  That  is 
where  I  am  coming  from. 

Right  now,  the  States  don't  have  anything  much  to  do  with  Head 
Start.  Head  Start  is  a  completely  separate  program.  I  am  trying  to 
get  more  States  to  put  dollars  into  early  childhood  education  and 
development  for  children  zero  to  three.  That  is  where  we  really 
need  the  extra  dollars. 

Mr.  Kennedy.  I  totally  agree. 

Secretary  Thompson.  It  is  not  a  block  grant.  I  know  it  is  easy 
on  your  side  of  the  aisle. 

Mr.  Kennedy.  But  it  does  decentralize  Head  Start,  am  I  correct, 
by  giving  it  to  the  States? 

Secretary  Thompson.  It  is  a  voluntary  program  but  it  has  to 
keep  all  of  the  existing  obligations.  They  have  to  submit  a  plan 
that  has  to  be  approved  by  myself  and  Secretary  Paige.  It  has  to 
consist  of  all  the  protections,  all  the  rights,  that  children  have  now. 
It  is  a  way  to  incorporate  and  volunteer.  It  is  not  to  in  any  way 
block  grant  or  to  allow  States  not  to  do  the  same  things  they  are 
doing  now.  They  have  to  insure  that  those  protections  will  con- 
tinue. That  is  the  beauty  of  it.  It  allows  for  better  cooperation  and 
hopefully  more  State  dollars  to  go  in  for  early  childhood  which  I 
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know  that  is  something  you  want  and  it  is  something  I  feel  pas- 
sionately about. 

In  regards  to  Medicaid,  it  is  not  a  block  grant.  I  don't  know  if 
because  the  newspaper  said  it,  people  believe  it  and  therefore,  I  am 
having  a  tough  time. 

Mr.  Kennedy.  It  has  been  the  effort  before  and  that  is  why  many 
of  us  are  worried. 

Secretary  Thompson.  I  understand.  If  I  could  quickly  give  you 
my  philosophy  because  this  is  something  that  came  out  of  work  we 
did  in  the  department. 

I  want  Medicaid  to  be  able  to  continue  and  to  provide  the  serv- 
ices, which  is  evidenced  by  the  fact  that  we  have  expanded  the 
waiver  program  in  the  department  under  my  leadership  so  that  2.2 
million  more  Americans  that  were  not  covered  before  are  covered 
and  6.7  million  more  Americans  are  getting  more  services  because 
of  the  waiver  process. 

Mr.  Kennedy.  We  have  benefitted  in  Rhode  Island. 

Secretary  Thompson.  You  have. 

Mr.  Kennedy.  And  I  am  for  waivers. 

MEDICAID  REFORM 

Secretary  Thompson.  In  the  Medicaid  Program,  two-thirds  of  the 
population  are  in  the  mandatory  categories.  The  mandatory  bene- 
fits are  kept  the  same — open-ended.  One-third  of  the  population 
that  receive  Medicaid  benefits  is  optional.  It  varies  State  by  State 
but  nationally,  it  is  one-third.  Two-thirds  of  services  are  optional, 
not  mandatory  and  these  two-thirds  of  the  services  make  up  two- 
thirds  of  the  costs. 

So  you  are  dealing  with  one-third  of  the  population  because  two- 
thirds  of  the  population  are  mandatory.  The  law  stays  the  same. 
One-third  of  the  options  are  mandatory,  they  are  kept  the  same, 
same  rights,  same  rules,  everything. 

Now  States  like  Rhode  Island,  if  Rhode  Island  is  having  financial 
problems,  can  only  do  one  of  two  things.  They  can  continue  to  fund 
the  program  as  it  exists  or  they  can  stop  it.  In  the  last  year  be- 
cause of  the  financial  stress  States  are  under,  38  States  have 
dropped  services  to  the  poor,  43  States  this  year  are  going  to  drop 
coverage  to  at  least  a  million  because  they  can't  have  an  in  be- 
tween. They  can't  require  co-pays,  they  can't  allow  for  a  different 
kind  of  coverage.  They  can  either  keep  it  as  it  is  or  drop  it  com- 
pletely. 

I  am  giving  them  or  hopefully  the  Congress  will  give  them  a 
third  option  by  allowing  them  in  Rhode  Island  to  construct  a  new 
program. 

Mr.  Kennedy.  Can  they  do  that  under  the  waiver  program? 

Secretary  Thompson.  They  can  under  the  waiver  program  but 
why  should  they  have  to?  I  have  giving  the  complete  opportunity 
under  our  program  to  be  able  to  do  that  and  that  is  the  beauty  of 
it.  I  would  love  to  sit  down  with  you  because  it  is  something  I  think 
you  and  I  should  have  a  philosophical  discussion  on  because  I  think 
I  might  even  be  able  to  convince  you  this  is  the  right  thing  to  do. 
I  would  like  to  be  able  to  try. 

Mr.  Kennedy.  I  accept  the  challenge. 

Mr.  Regula.  Mr.  Cunningham. 
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Mr.  Cunningham.  Good  morning,  Mr.  Secretary.  Good  afternoon, 
almost. 

Secretary  Thompson.  Good  morning,  Congressman.  It  is  always 
a  pleasure,  sir. 

Mr.  Cunningham.  Yes,  sir,  working  with  you  and  Governor 
Engler  on  welfare  reform,  I  still  remember  the  hours  that  you  sat 
there  and  beat  us  over  the  head  and  said,  this  is  going  to  be  ter- 
rible, they  are  going  to  yell,  they  are  going  to  scream  at  you  but 
it  is  going  to  be  a  win-win  and  it  was  thanks  to  you  and  Governor 
Engler.  I  really  want  to  thank  you  for  that. 

Secretary  Thompson.  If  I  could  quickly  say  something,  I  am  con- 
fident that  the  Medicaid  proposal  we  are  advancing  is  going  to  be 
bigger  and  better  and  more  successful  than  the  TANF  Program. 

Mr.  Cunningham.  Chairman  John  Porter  is  the  former  chairman 
of  this  subcommittee.  I  was  concerned  when  he  left  because  I  didn't 
know  if  anybody  was  strong  enough  to  take  this  committee.  Our 
current  chairman  has  met  that  task  and  we  are  proud  to  work  for 
him.  He  pushes  this  committee  just  like  John  Porter  did  and  I 
think  he  is  doing  a  good  job. 

During  that  time,  I  joined  with  John  Porter  to  double  medical  re- 
search. I  am  a  cancer  survivor  myself.  Before  I  ever  knew  I  had 
cancer,  I  supported  that  particular  issue.  We  have  doubled  medical 
research  and  I  see  in  the  President's  proposed  budget  there  is  only 
an  increase  of  3  percent.  Now  that  we  have  completed  the  doubling 
of  the  NIH,  I  don't  want  it  to  depreciate  because  of  inflation.  I  be- 
lieve we  ought  to  have  a  COLA  in  there  that  matches  inflation  so 
that  we  can  keep  that  level  for  adequate  research.  Do  you  think 
this  budget  does  that? 

Secretary  Thompson.  Let  me  first  tell  you  that  your  comments 
about  the  Chairman  I  endorse  enthusiastically.  I  think  he  is  one 
of  the  finest  individuals  I  have  had  the  privilege  to  meet  since  I 
have  been  here. 

In  regards  to  NIH,  let  me  explain  to  you  that  you  have  the  ad- 
ministrative, you  have  the  capital  buildings,  then  you  have  the  re- 
search portion.  Last  year  in  fiscal  year  2003,  we  had  several  build- 
ings, we  had  to  purchase  $250  million  in  NIH  research  for  anthrax. 
We  had  to  build  new  laboratories  at  Ft.  Detrick,  a  BSL-4  lab  at 
Ft.  Detrick  and  we  also  have  a  BSL-3  or  4  lab  being  built  on  the 
campus  at  NIH.  We  are  expanding  the  laboratory  capacity  at  our 
laboratory  in  Montana. 

Those  dollars  and  then  we  had  $275  million  sent  to  universities 
for  extramural  building  programs  which  was  a  good  thing  and  bio- 
terrorism.  So  you  add  the  anthrax  money,  the  capital  costs  in  fiscal 
year  2003  for  our  laboratories  and  you  add  back  in  the  extramural 
laboratory  capacity  we  spent  on  campus,  and  put  that  money  back 
in  because  we  don't  have  to  respend  it  in  fiscal  year  2004,  it  was 
spent  and  the  job  was  done  in  fiscal  year  2003,  so  we  have  addi- 
tional dollars  going  into  research.  The  total  amount  of  money  going 
into  research  is  $1.9  billion  or  approximately  7  percent.  We  will  be 
sending  out  more  research  grant  dollars,  more  dollars,  more  re- 
search, more  applications  than  ever  before  at  NIH  because  of  the 
one-time  money  being  put  back  in  and  being  used  for  research  in 
fiscal  year  2004.  So  the  total  research  budget  is  close  to  7  percent. 
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The  only  difficulty  is  that  when  Congress  passed  the  fiscal  year 
2003  appropriation  it  took  that  $250  million  and  said  you  shouldn't 
use  it  for  the  anthrax  purchase  and  took  it  away,  so  we  have  a  re- 
duction there.  We  have  60  days  to  report  back  to  this  committee 
as  to  how  we  are  going  to  make  up  that  $250  million.  We  still  have 
about  39  days  to  figure  that  out. 

DISEASE  RESEARCH 

Mr.  Cunningham.  The  Chairman  just  told  me  about  your  facility 
for  homeland  security.  I  would  like  to  see  that  but  I  also  mentioned 
to  you  before  when  we  sat  down  I  have  introduced  a  bill  that  estab- 
lishes an  office  of  Men's  Health  that  would  be  a  parallel  program 
with  the  Women's  Office  of  Health.  It  has  been  very  successful  for 
women.  This  is  not  a  competition  but  there  is  a  lot  of  the  same  can- 
cer research,  diabetes  research,  and  just  getting  out  the  informa- 
tion. We  lose  over  44,000  men  just  to  prostate  cancer  every  year 
that  we  don't  have  to.  I  am  a  prostate  cancer  survivor  and  am  liv- 
ing proof. 

I  am  on  the  D.C.  subcommittee  and  work  closely  with  Mayor  Wil- 
liams. We  had  a  town  hall  meeting  on  prostate  cancer,  because  the 
highest  incidence  is  with  African  Americans.  In  all  the  United 
States,  the  highest  incidence  is  right  here  in  Washington,  D.C.  Set- 
ting up  an  Office  of  Men's  Health,  I  think,  would  go  a  long  way  to 
just  getting  out  basic  information. 

It  was  Speaker  Gingrich  who  came  to  us  and  said,  if  you  can  give 
people  information,  such  as  those  with  juvenile  diabetes,  on 
healthier  living,  maybe  we  won't  have  to  amputate  or  those  chil- 
dren won't  have  to  go  blind.  It  will  improve  the  quality  of  life  for 
the  children  and  the  adults,  and  the  cost  is  fiscally  conservative. 
Think  of  the  dollars  you  could  save.  I  think  an  Office  of  Men's 
Health,  if  we  can  get  your  support  for  it,  we  can  pass  that  and  I 
think  it  will  enhance  the  Office  of  Women's  Health.  I  would  also 
like  to  make  the  Office  of  Women's  Health  permanent.  Right  now 
it  is  not.  We  would  like  to  make  it  a  permanent  entity,  not  just 
temporary. 

Secretary  Thompson.  Thank  you  very  much.  I  would  be  more 
than  happy  to  work  with  you,  Congressman.  I  am  very  happy  that 
you  are  a  survivor.  My  wife  is  as  well  and  anything  we  can  do  to 
defeat  this  insidious  disease  and  find  a  cure,  I  am  going  to  be  there 
as  passionate  as  I  can  possibly  be  and  doing  whatever  I  possibly 
can. 

Mr.  Cunningham.  So  for  the  record,  you  would  consider  sup- 
porting that? 
Secretary  Thompson.  Yes,  absolutely. 
Mr.  Regula.  Mrs.  Lowey. 

Mrs.  Lowey.  Thank  you  very  much,  Mr.  Chairman.  Every  day  is 
a  I  love  the  Chairman  day.  I  think  it  is  relevant  to  all  of  our  com- 
ments because  the  Chairman  and  I  often  talk  about  how  fortunate 
we  are  to  be  on  this  committee.  It  makes  it  very  difficult  to 
prioritize  our  questions  because  there  are  so  many  issues  that  we 
all  passionately  care  about  and  we  are  led  by  our  great  chairman. 

I  want  to  thank  you  for  your  comments.  I  share  your  concern 
about  prevention.  In  fact,  we  are  working  hard  in  my  constituency 
in  my  district  to  establish  some  fitness  programs  in  schools  with 
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funding  from  CDC  and  I  am  very  excited  about  that.  Hopefully  it 
can  be  a  demonstration  that  we  can  replicate  in  other  places. 

I  was  watching  a  program  called  PE  for  Life  where  they  are 
doing  some  interesting  things  in  Chicago  and  we  are  going  to  try 
to  modify  that  with  other  suggestions  from  CDC  and  I  thank  you. 

Secondly,  I  want  to  associate  myself  with  the  comments  of  Dr. 
Weldon.  I  have  never  seen  such  a  great  increase  and  there  are 
other  illnesses  increasing  just  as  fast  but  the  parents  that  come  to 
me  with  autistic  children  and  they  are  desperate.  They  will  run 
every  hour  to  another  program  with  their  kids  and  list  the  grand- 
fathers because  they  can't  find  it  all  in  one  school.  I  also  would  like 
to  work  with  you. 

Of  course,  righting  cancer,  I  am  going  to  do  it  before  I  leave  this 
Congress,  and  I  can  go  on  and  on  but  I  want  to  focus  on  homeland 
security  and  a  few  other  items. 

First  of  all,  I  do  intend  to  go  out  there  and  I  appreciate  your  com- 
ments. 

Secretary  Thompson.  It  is  just  down  the  street. 

Mrs.  Lowey.  I  didn't  know  that.  We  will  go  sooner  than  later. 

Secretary  Thompson.  It  is  just  next  door.  I  was  in  the  back  room 
and  I  realized  that  your  clerk  watches  us  every  single  day.  [Laugh- 
ter.] 

Mrs.  Lowey.  Good.  I  am  glad  he  has  his  eyes  on  it.  We  are  going 
to  go  down  there.  I  appreciate  that  and  we  will  do  it  soon. 

Secretary  Thompson.  Please  do.  Let  me  know  so  I  can  be  there 
to  take  you  around. 

HOSPITAL  PREPAREDNESS 

Mrs.  Lowey.  Great.  A  couple  of  points.  First  of  all,  you  and  I 
agree  that  hospitals  are  key  to  homeland  security  as  we  prepare  for 
what  we  hope  will  not  occur.  However,  I  am  very  concerned  about 
the  budget  and  I  know  it  is  difficult  for  you  to  respond  but  the 
budget  proposes  $518  million  in  hospital  preparedness.  Just  to  put 
this  number  into  perspective,  in  New  York  alone,  hospitals  have 
spent  almost  $500  million  on  bioterrorism  preparedness  and  have 
identified  more  than  $1  billion  in  additional  needs. 

My  State  is  not  alone.  This  morning  there  was  a  program  on 
NPR  which  talked  about  California  and  the  California  hospitals.  In 
each  and  every  State,  as  you  know,  our  hospitals  need  showers,  de- 
contamination suits,  extra  beds,  more  and  better  trained  staff,  they 
need  isolation  rooms,  robust  computer  systems,  and  the  ability  to 
detect  atypical  disease  outbreaks.  Yet,  because  of  Medicare  pay- 
ment reductions  and  the  rising  cost  of  caring  for  the  uninsured, 
hospitals  are  already  operating  on  shoestring  budgets. 

How  can  the  hospitals  be  a  key  player  in  our  first  responder 
team  with  this  kind  of  funding? 

Secretary  Thompson.  Well,  first,  I  think  the  Congress  has  been 
very  generous.  There  was  no  money  at  all  prior  to  9/11  and  last 
year  we  had  $1.1  billion  we  sent  out.  We  currently  have  in  our  de- 
partment right  now  $1.5  billion,  a  little  bit  under,  about  $1.44  bil- 
lion to  send  out  of  which  $518  million  would  go  for  hospitals.  Last 
year,  it  was  $135  million,  this  year  it  is  $518  million.  Next  year, 
we  are  requesting  another  $518  million. 
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Mrs.  Lowey.  Just  out  of  curiosity,  could  you  estimate  what  per- 
cent of  total  needs  that  have  been  submitted  does  that  $518  million 
represent? 

Secretary  Thompson.  Of  everything  the  American  Hospital  Asso- 
ciation is  requesting,  it  is  probably  5  percent. 

Mrs.  Lowey.  I  am  not  even  talking  about  that.  I  have  been  meet- 
ing with  my  hospitals  lately  and  I  know  Congresswoman  DeLauro 
is  doing  the  same  thing,  asking  for  their  input. 

Secretary  Thompson.  But  there  is  no  question  that  there  is  a  lot 
of  need  out  there.  I  also  want  to  point  out  that  they  are  not  draw- 
ing down  the  money  they  currently  have.  We  are  ready  to  send  out 
some  more.  The  Mayor  of  New  York  City  was  in  yesterday  and  I 
pointed  this  out.  He  was  going  to  go  back  and  find  out  about  it. 
New  York  City  has  $14  million  they  haven't  drawn  down  yet. 

Mrs.  Lowey.  Do  you  know  why? 

Secretary  Thompson.  No,  I  don't  know  why.  New  York  State  has 
about  $22  million  they  still  have  to  draw  down.  It  could  be,  Con- 
gresswoman, that  they  have  obligated  the  money  because  we  asked 
them  to  develop  a  plan.  They  could  be  implementing  it,  so  on  and 
so  forth.  All  I  am  telling  you  is  that  a  good  share  of  what  New  York 
City  and  New  York  State  have  coming  to  them  has  not  been  drawn 
down  out  of  the  Federal  Treasury. 

It  could  be  obligated  and  the  bills  could  be  in  the  mail.  I  don't 
know,  but  we  are  ready  to  ship  out  some  more  dollars.  We  also 
asked  them  to  develop  a  plan  and  the  dollars  we  are  sending  out 
are  to  implement  those  plans  on  biopreparedness.  Not  every  city, 
not  every  hospital  should  be  a  decontamination  center.  They  should 
be  able  to  plan  and  choose  within  the  cities  as  to  which  hospitals 
are  going  to  be  critical  care,  which  are  going  to  be  tertiary  care, 
what  is  going  to  be  for  decontamination,  so  on  and  so  forth.  That 
is  what  we  are  trying  to  do  with  the  planning  dollars  last  year.  I 
haven't  looked  at  the  plans  for  the  City  of  New  York,  to  determine 
whether  or  not  they  have  an  integrated  plan  but  we  are  trying  to 
do  everything  to  work  with  them. 

I  think  overall,  Congress  and  the  Administration  have  been  very 
generous  considering  without  any  program  whatsoever  in  this  area, 
we  are  now  in  the  second  year  and  we  are  sending  out  this  year 
$1.5  billion. 

strengthening  public  health  system 

Mrs.  Lowey.  I  just  mention  this  and  I  see  the  red  light  is  on  be- 
cause I  think  there  will  be  and  there  continues  to  be  strong  bipar- 
tisan support  for  the  military  budget.  A  supplemental  will  be  com- 
ing up. 

In  talking  to  my  SEMO  management  team,  even  if  all  the  money 
came  through,  he  says  it  is  barely  10  percent  of  what  is  needed  in 
the  State,  and  that  is  not  just  for  hospitals.  It  is  fire,  police,  et 
cetera.  I  think  this  is  the  opportunity  to  really  assess  what  we  need 
and  get  strong  bipartisan  support  for  what  you  feel  is  needed  out 
there.  If  we  don't  do  it  now,  I  think  it  is  going  to  be  very  difficult 
and  I  would  rather  be  safe  than  sorry. 

In  fact,  I  was  just  in  a  briefing  on  reconstruction  of  Iraq  and  I 
know  after  the  military  goes  in,  all  of  our  other  teams  are  going 
in  and  I  looked  at  what  we  were  sending  and  I  thought  maybe  we 
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can  borrow  some  for  some  of  our  inner  cities  in  New  York.  That  is 
neither  here  nor  there.  I  think  this  is  the  time  for  us  to  work  to- 
gether in  a  bipartisan  way  and  be  a  partner  in  requesting  the  dol- 
lars that  are  truly  needed  out  there. 

Secretary  THOMPSON.  Thank  you  very  much,  Congresswoman. 
Let  me  just  quickly  respond  in  this  way.  For  20  years,  the  Congress 
and  the  States  didn't  invest  in  our  local/State/public  health  system 
and  it  has  deteriorated.  Every  one  of  us  can  criticize  one  another 
but  all  of  us  should  accept  some  of  the  blame. 

Mrs.  Lowey.  I  want  to  go  back.  I  think  you  are  correct.  I  see 
what  we  have  to  do  now. 

Secretary  Thompson.  And  so  we  have  the  greatest  opportunity  to 
build  something,  and  that  is  why  I  am  really  pushing  my  Depart- 
ment. I  said  get  these  plans  in,  but  look  at  them  because  we  have 
got  to  make  sure  that  we  are  spending  the  money  correctly  and 
that  we  can  build  a  strong  local,  State  public  health  system  that 
can  respond  not  only  to  bio-terrorism,  but  infectious  diseases  like 
SARS  or  pandemic  flu  that  eventually  is  going  to  come.  We  need 
to  have  the  infrastructure  in  place;  the  hospitals,  the  local  and 
State  public  health  systems,  the  public  responders,  and  all  of  these 
working  together. 

And  I  think  you  are  absolutely  correct,  this  is  the  time  to  build 
it,  and  I  don't  want  to  fumble  the  ball.  I  don't  want  to  miss  this 
great  opportunity  that  we  have  together.  And  the  beauty  has  been 
it  has  been  done  on  a  bipartisan  basis,  and  I  thank  everybody  for 
that. 

Mrs.  Lowey.  Thank  you. 
Thank  you,  Mr.  Chairman. 
Thank  you,  Mr.  Secretary. 

Mr.  Regula.  Be  sure  and  visit  the  war  room  down  the  street. 
Mrs.  Lowey.  We  are  going. 

Mr.  Regula.  It  is  fabulous,  and  I  think  it  fits  with  what  the  Sec- 
retary is  saying,  and  that  is  to  get  everybody  on  the  same  page  and 
understanding.  The  health  system  needs  to  be  seamless. 

Secretary  Thompson.  It  does. 

Mr.  Regula.  And  that  is  a  good  start  there. 

Ms.  DeLauro. 

HEAD  START 

Ms.  DeLauro.  Thank  you  very  much,  Mr.  Chairman. 

And  welcome,  Mr.  Secretary.  Thank  you.  And  I  thank  you  for 
your  commitment  to  Head  Start.  Let  me  just  first  say  I  want  to  as- 
sociate myself  with  the  comments  of  my  colleague  from  Rhode  Is- 
land. I  will  just  make  two  points  of  this,  and  then  I  want  to  get 
to  another  Head  Start  issue. 

Mr.  Kennedy.  May  I  ask  you  just  to  yield  for  a  second? 

The  Secretary  talked  about  things  that  had  not  been  published 
by  the  White  House,  are  not  on  the  White  House  website  with  re- 
spect to  Head  Start,  so  it  would  be  good  for  us  to  get  a  clarification 
of  some  of  your  comments  regarding  Head  Start,  because  I  think 
it  was  very  good  to  hear,  as  my  colleague,  Congresswoman 
DeLauro  said. 

Ms.  DeLauro.  I  think  two  things  in  terms  of  the  issue  of  the 
block  granting,  is  that  we  do  have  national  standards  in  place.  And 
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I  think  you  are  of  the  view  that  we  have  got  85  percent  of  the  Head 
Start  programs  or  the  600  Head  Start  programs  are  meeting  qual- 
ity standards,  why  do  we  want  to  dissolve  the  current  standards, 
have  the  States  do  something  else;  in  addition  to  which  we  are 
going  to  ask  States  to  do  professional  development  plans,  but  in 
fact  what  we  are  not  going  to  do  is  to  offer  additional  funds  to  im- 
plement it. 

Let  me  get  to  where  I  want  to  go  on  Head  Start,  and  that  is  the 
transferring  of  Head  Start  from  HHS  to  the  Department  of  Edu- 
cation. You  and  I  have  had  this  conversation  before,  but  I  think  it 
is  important  for  the  record  to  note,  and  I  am  going  to  go  back  to 
a  gentleman  that  I  believe  is  one  of  the  experts  in  this  Country, 
and  that  is  Dr.  Ed  Ziegler  at  Yale,  one  of  the  founders  of  the  Head 
Start  program. 

Head  Start  was  created  during  Lyndon  Johnson's  war,  designed 
to  help  socioeconomically  disadvantaged  children  begin  school  on  a 
par  with  more  advantaged  children.  Head  Start's  program  goal  of 
improve  physical  health,  enhance  cognitive  processes,  social,  emo- 
tional development;  self-confidence;  parental  involvement;  healthy 
family  relationships;  a  sense  of  self-dignity  for  the  child  and  family 
defined  it  as  far  more  than  an  educational  endeavor.  That  was  the 
program. 

I  would  just  say  to  you  with  regard  to  that,  if  we  believe  that 
the  educational  component  ought  to  be  beefed  up,  let  us  do  it  and 
leave  it  where  it  is. 

Also,  again,  this  is  a  little  historical  in  nature,  but  it  is  impor- 
tant, I  think,  to  get  this  on  the  record. 

The  current  proposal  to  transfer  Head  Start  from  Department  of 
Health  and  Human  Services  to  the  Department  of  Education  con- 
stitutes a  change  in  orientation  for  Head  Start;  it  really  needs  to 
have  a  very  careful  analysis.  This  should  not  just  happen  willy- 
nilly  because  someone  had  the  idea  to  do  this  without  a  thorough 
examination. 

Further,  it  is  interesting  to  note,  and  I  will  go  back  to  a  Demo- 
cratic administration,  1977,  and  I  didn't  know  this.  President 
Carter  had  made  a  commitment  for  a  Department  of  Education 
during  his  campaign.  Long  and  the  short  of  it,  to  cut  to  the  chase, 
there  was  a  movement  to  move  Head  Start  to  the  Department  of 
Education.  Jack  Brooks  in  the  House,  Chairman  of  the  Government 
Operations  Committee,  refused  to  introduce  the  administration's 
bill  into  the  House.  A  Democratic  chairman,  Democratic  adminis- 
tration; he  refused  to  do  that. 

In  the  Senate  interestingly  enough  to  note,  the  person  in  charge 
was  Abe  Ribicoff,  Connecticut.  Okay?  This  is  what  Abe  Ribicoff  said 
to  Ed  Ziegler  when  he  testified  before  the  Committee,  which  was 
very,  very  interesting.  And  he  pleaded  with  Senator  Ribicoff,  his 
long-time  friend,  to  keep  Head  Start  off  of  the  bill  that  would  have 
moved  it.  Ribicoff  replied,  "I  can't  help  you  on  this  one  at  all.  I  am 
only  carrying  the  President's  water." 

Please,  I  am  going  to  let  that  comment  stand  as  it  is  for  however 
it  wants  to  be  interpreted,  but  what  turned  the  tide,  what  turned 
the  tide,  and  this  is  Ribicoff,  on  April  27th  in  1977,  I  was  visited 
by  a  large  group  of  mothers  from  Connecticut;  they  made  this  basic 
point.  They  felt  the  education  establishment  is  deeply  prejudiced 
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against  Head  Start.  They  feel  their  children  have  a  special  advan- 
tage by  having  gone  through  a  Head  Start  program  as  opposed  to 
their  neighbors,  who  went  right  into  school  without  Head  Start. 

Interesting  to  get  their  strong  reactions.  They  felt  that  there 
were  opportunities  for  participation  in  the  program  for  them.  They 
felt  Head  Start  was  not  only  an  asset  for  their  children,  but  for 
them  as  lower-income  people  who  found  that  Head  Start  improved 
their  lives  and  other  members  of  their  family.  It  was  their  feeling 
if  they  came  into  it  under  the  educational  establishment,  that  par- 
ticipation would  be  destroyed. 

Long  and  the  short  of  it,  Mr.  Secretary,  by  a  vote  of  14  to  zero, 
we  did  not  move  Head  Start  from  HHS  to  the  Department  of  Edu- 
cation. I  am  not  a  group  of  mothers,  but  I  can  get  them  here,  and 
I  plead  with  you  today,  if  we  need  to  beef  up  the  education  compo- 
nent in  Head  Start,  let  us  do  it. 

Secretary  Thompson.  Let  us  do  it. 

Mrs.  Lowey.  Let  us  not  move  Head  Start  from  where  it  is  now 
to  an  agency  that  was  never,  it  is  a  good  agency,  it  was  never  in- 
tended to  deal  with  the  issue  of  Head  Start.  Learning  is  not  purely 
cognitive.  Those  are  not  my  words,  but  the  words  of  the  very  finest 
educators  and  child  development  people  in  this  country. 

You  know  what  your  responsibility  is;  we  know  what  our  respon- 
sibility is.  Please,  together,  let  us  not  do  this  injustice  to  the  chil- 
dren of  this  Country. 

Secretary  Thompson.  I  can  assure  you  as  long  as  Head  Start  is 
in  the  Department  of  Health  and  Human  Services,  I  am  going  to 
do  every  darn  thing  I  possibly  can  to  improve  it  and  make  it  better. 

Ms.  DeLauro.  Thank  you.  We  are  not  going  to  move  it.  I  am 
going  to  take  you  at  your  word,  and  we  are  going  to  talk.  We  are 
not  going  to  move  this  Department.  If  we  have  to  get  all  of  the 
mothers  who  are  involved  in  those  600  programs,  85  percent  of 
them,  that  are  working  to  your  standards,  that  are  working  right, 
let  us  not  turn  it  around. 

Secretary  Thompson.  I  can  assure  you  as  long  as  it  is  in  the  De- 
partment, I  am  going  to  do  everything  I  possibly  can. 

Ms.  DeLauro.  We  are  not  going  to  move  it. 

Secretary  Thompson.  And  I  am  going  to  keep  working  to  improve 
it.  You  were  not  in  the  meetings,  and  all  I  can  say  is  I  am  going 
to  work  hard  to  improve  it. 

Ms.  DeLauro.  Thank  you. 

Mr.  Regula.  We  have  a  consensus.  I  agree  with  both  of  you. 
Mrs.  Northup. 

Mrs.  Northup.  Well,  I  think  the  consensus  is  that  young  chil- 
dren, especially  those  from  disadvantaged  families,  need  a  good 
start. 

Secretary  Thompson.  They  do. 

Mrs.  Northup.  And  to  be  honest,  Head  Start  is  not  always  giv- 
ing them  that  good  start.  Sometimes  it  is,  but  there  are  those  Head 
Start  programs  that  have  resisted  being  educationally  focused;  and 
that  is  a  big  mistake,  too.  And  quite  honestly,  I  think  that  if  people 
went  to  the  wall  to  stop  it  from  being  moved,  and  that  is  by  any 
chance  the  reason  there  isn't  an  education  basis  for  it,  then  shame 
on  them.  Their  vote  was  wrong  years  ago,  because  kids  deserve  to 
be  successful  in  school. 
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They  deserve  to  have  a  good  start,  they  deserve  to  come  in  at  five 
years  old  into  a  school,  and  they  deserve  to  be  prepared  to  be 
achievers.  And  when  kids  reach  third  grade  and  they  are  still  fall- 
ing behind,  they  begin  to  define  themselves  in  other  ways  than  how 
they  are  doing  in  school.  Their  behavior,  their  attention,  their  com- 
mitment to  school  all  starts  to  slip.  Now,  that  is  what  the  research 
shows. 

Excuse  me,  this  is  my  time. 

Ms.  DeLauro.  It  is  your  time,  but  your  information  is  inaccurate. 
Mrs.  Northup.  Excuse  me,  Mr.  Chairman. 

The  fact  is  that  Head  Start  needs  to  achieve  at  high  levels  too. 

I  have  looked  at  so  many  of  the  things  you  have  done;  they  are 
excellent.  And  I  believe  wherever  Head  Start  is,  and  I  don't  really 
care  where  it  is,  that  it  can  be  both  good  for  children  in  terms  of 
self-esteem  and  social  skills,  and  all  the  things  that  give  you  a 
chance  in  a  holistic  way,  but  it  also  can  be  better  focused  on  edu- 
cation. And  right  now  many  of  the  Head  Start  programs,  including 
the  overwhelming  complaints  that  I  am  getting  from  Head  Start  in 
my  district,  is  that  it  is  not  preparing  kids  to  be  successful  starting 
in  their  formal  school  years. 

Secretary  Thompson.  Well,  thank  you.  That  is  one  of  the  reasons 
why  the  President  and  the  Administration  feels  so  strongly  that  we 
have  got  to  beef  up  the  educational  portion.  And  that  is  also  why 
I  think  governors  should  have  a  role  to  play  in  being  able  to  help 
coordinate  and  help  develop  a  better  educational  plan,  especially 
for  younger  children. 

Mrs.  Northup.  It  can  do  both. 

Secretary  Thompson.  It  can. 

Mrs.  Northup.  And  part  of  the  debate  about  whether  it  is  edu- 
cation or  health  is  carried  on  by  people  that  have  a  stake  in  one 
or  the  other.  What  we  need  is  to  have  a  stake  in  both — health  ho- 
listic approach  and  education  approach.  In  my  district,  there  is 
great  resistance,  great  resistance  by  the  people  in  Head  Start  to 
put  any  sort  of  emphasis  on  or  be  judged  by  or  have  outcomes 
based  on  the  educational  component.  I  have  no  belief  that  there  is 
magic  wherever  you  put  it,  quite  honestly,  but  I  do  believe  that  we 
ought  to  hold  these  programs  to  a  standard  of  educational  achieve- 
ment. 

Secretary  Thompson.  Thank  you. 

prescription  drugs 

Mrs.  Northup.  I  would  like  to  ask  you  about  reimportation.  You 
know,  as  with  a  lot  of  things,  if  you  want  to  be  absolutely,  posi- 
tively safe,  you  can  say  no.  No  is  the  easiest  answer  you  can  ever 
get  to.  Saying  yes  and  finding  a  way  to  facilitate  to  improve  the 
chances  of  safety  is  a  much  harder  direction  to  go. 

You  can  contain  costs  for  prescription  drugs,  it  seems  to  me,  in 
two  ways:  you  can  get  out  there  and  start  regulating  them,  which 
I  think  has  a  whole  host  of  problems  associated  with  it,  or  you  can 
create  competition.  And  we  are  not  going  to  have  competition  as 
long  as  the  American  consumer  is  a  captive  customer  for  the  phar- 
maceutical companies.  They  are  very  busy  at  raising  all  the  dan- 
gers, all  the  concerns,  and  they  are  very  allied  with  the  FDA  in 
this.  In  my  opinion,  the  Health  and  Human  Services  in  both  Ad- 
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ministrations  that  I  have  been  present  for  have  been  allied  with 
those  concerns. 

We  must  bring  down  the  cost  of  pharmaceutical  drugs,  if  there 
is  going  to  be  international  competition,  trade  and  international 
competition.  And  the  fact  is  there  is  reimportation  today.  I  mean, 
I  list  on  my  website  how  to  safely  reimport  drugs.  And  if  there  is 
going  to  be  this  trafficking  across  international  boundaries,  we 
need  to  get  busy  and  find  ways  to  make  it  safer  to  protect  the  con- 
sumer, to  allow  information  on  where  it  is  produced  and  so  forth 
to  be  available  to  the  consumer. 

Secretary  Thompson.  The  law  that  was  passed  said  that,  as  Sec- 
retary, I  had  to  attest  that  the  drugs  being  reimported  into  the 
United  States  were  the  same  drugs,  that  they  were  safe,  and  that 
the  same  amount,  and  they  were  not  tampered  with.  It  is  an  im- 
possibility burden  of  proof  on  the  Secretary  to  make  that  kind  of 
affidavit. 

Mrs.  Northup.  Absolutely. 

Secretary  Thompson.  So  if  you  want  to  approve  the  drugs  to  be 
reimported  it  without  that,  that  is  fine,  but  that  is  not  what  the 
law  said.  The  law  says  that  I  had  to,  by  affidavit,  say  that  these 
drugs  were  safe  and  so  on  and  so  forth.  It  is  an  impossibility. 

Mrs.  Northup.  Well,  let  me  ask.  Is  there  anything  through  Exec- 
utive Order  that  would  make  reimportation  easier?  It  seems  to  me 
like  there  has  actually  been  more  efforts  to  make  the  prohibition 
even  more  enforceable. 

Secretary  Thompson.  Well,  because  the  law  says  that.  You  have 
to  change  the  law;  that  is  what  Congress  has  to  do.  The  law  says 
that  this  is  illegal  right  now;  that  is  why  you  passed  the  law  to  re- 
import drugs.  But  you  also  put  in  the  caveat  that  the  Secretary  of 
Health  and  Human  Services,  and  my  predecessor  said  the  same 
thing,  making  it  an  impossible  task  for  the  Secretary  to  make  that 
kind  of  affidavit. 

Mrs.  Northup.  Well,  if  a  law  is  proposed,  would  you  support  it 
for  reimportation? 

Secretary  Thompson.  I  will  stay  neutral. 

Mrs.  Northup.  You  would  stay  neutral,  though. 

Secretary  Thompson.  That  is  not  my  responsibility  in  the  De- 
partment; I  have  got  so  many  other  things  I  have  got  to  do. 

Mrs.  Northup.  Well,  I  agree  it  is  not  your  responsibility,  but  un- 
fortunately many  of  the  things  under  your  jurisdiction  are  im- 
pacted by  the  high  cost  of  drugs,  and  if  part  of  the  solution  is  to 
allow  international  competition,  then  it  seems  to  me  that  there 
would  be  a  stake  at  HHS  in  seeing  that  happen. 

Secretary  Thompson.  I  could  give  you  a  list  of  things  that  I 
would  like  to  have,  as  Secretary  of  Health  and  Human  Services,  to 
hold  down  on  the  cost  of  drugs.  More  than  likely  none  of  them 
would  pass,  but  I  can  give  you  a  lot  of  ideas.  But  the  reimportation, 
that  is  something  that  Congress  has  got  to  make  a  decision  about; 
that  is  really  based  upon  safety  and  so  on  and  so  forth. 

If  you  want  to  talk  about  controlling  costs,  we  put  in  a  proposal 
and  that  was  using  the  basic  manufacturing  cost  of  drugs  as  the 
purchase  price;  and  we  couldn't  even  get  a  hearing  on  that  par- 
ticular thing.  If  you  want  to  hold  down  costs,  that  is  a  giant  step 
forward. 
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Mr.  Regula.  Mr.  Jackson. 

HEALTH  PROFESSIONS 

Mr.  Jackson.  Thank  you,  Mr.  Chairman. 

I  want  to  start  by  thanking  Secretary  Thompson  for  being  here 
today  and  for  his  testimony. 

Mr.  Secretary,  I  am  extremely  disappointed  that  for  the  second 
straight  year  the  President's  budget  eliminates  virtually  all  fund- 
ing for  HRSAs,  health  professions  training  and  diversity  programs. 
The  Minority  Centers  of  Excellence,  Health  Career  Opportunities 
and  Scholarships  for  Disadvantaged  Students  programs  play  a  crit- 
ical role  in  supporting  both  the  minority  health  profession  students 
and  institutions. 

As  you  know,  Congress  provided  an  increase  for  these  accounts 
in  the  recently  passed  fiscal  year  2003  appropriations  bills.  How 
can  the  Administration  claim  that  it  is  championing  historically 
black  colleges  and  universities  while  eliminating  funding  for  pro- 
grams that  provide  core  support  to  our  Nation's  historically  black 
health  professions  schools? 

Secretary  Thompson.  Congressman,  you  asked  this  question  last 
year,  and  I  understand  your  passion  for  it  and  I  applaud  you  for 
it.  Let  me  tell  you  that  we  looked  at  it  in  the  Administration  that 
we  are  trying  to  do  a  job  to  get  individuals,  minorities  as  well  as 
people  that  need  the  help,  and  to  get  the  services  out  into  the  com- 
munities. That  is  why  we  are  putting  more  money  into  the  Na- 
tional Health  Service  Corps — an  additional  $42,000,000  into  that. 
And  it  is  4300  individuals  that  we  got  into  hard-pressed  areas,  into 
minority  areas  and  inner  city  areas;  and  we  think  that  is  a  better 
use  of  the  money. 

And  I  want  to  point  out  that  we  get  most  of  these  additional  dol- 
lars, which  is  $218,000,000  go  to  three  African- American  colleges: 
Morehouse,  the  one  in  Nashville,  and  Howard.  And  that  is  where 
we  get  a  good  share  of  our  individuals. 

We  get  100  percent  of  the  minorities  that  sign  up  for  this  pro- 
gram are  individuals  ready  to  graduate  from  college  to  go  out,  and 
this  is  money  that  goes  directly  to  these  three  colleges  and  to  help 
us  pay  back  the  loans  and  to  be  able  to  help  recruit  individuals  to 
go  into  hard-pressed  areas.  We  only  get  about  30  percent  of  the 
HRSA  program  of  individuals  going  into  hard-pressed  and  areas 
that  need  doctors;  and  that  is  why  we  think  it  is  a  better  utiliza- 
tion of  the  dollars. 

Now,  you  and  I  could  differ  on  that,  but  that  is  the  rationale. 
And  we  also  want  to  put  more  money  into  community  health  cen- 
ters; and  that  is  why  we  figure  community  health  centers  and  the 
National  Health  Service  Corps  are  better  investments,  HRSA 
health  professionals  program.  And  when  you  have  to  make  a 
choice,  that  is  the  decision.  So  that  is  the  rationale. 

And  in  regards  to  whether  or  not  we  are  doing  enough  in  this 
area,  you  know,  we  can  debate  that,  but  I  really  think  there  is  a 
logic  and  a  rationale  for  why  we  are  doing  it. 

Mr.  Jackson.  I  have  a  couple  of  other  questions,  Mr.  Chairman. 

But  I  do  want  to  respond  to  that  very  briefly,  Mr.  Secretary. 

Secretary  Thompson.  Sure. 
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HEALTH  DISPARITIES 

Mr.  Jackson.  This  Committee,  long  before  you  became  Secretary, 
set  out  on  a  path  to  close  health  disparities  in  the  country. 
Secretary  Thompson.  Right. 

Mr.  Jackson.  We  followed  a  and  demanded  that  the  Institute  of 
Medicine  do  a  detailed  report  on  health  disparities  in  the  nation, 
and  they  released  a  substantial  report  called  "Unequal  Treatment." 
Part  of  that  report  led  your  good  offices  to  partner  with  Tom 
Joyner  and  a  number  of  others. 

Secretary  Thompson.  I  led  that  effort,  as  you  probably  know. 

Mr.  Jackson.  Part  of  the  partnership  to  take  your  loved  one  to 
a  doctor. 

Secretary  Thompson.  Tom  Joyner  and  I  joined  up  on  that;  it  was 
Tom  Joyner's  idea  and  I  enthusiastically  joined  him. 

Mr.  Jackson.  Exactly.  But  the  Institute  of  Medicine  report, 
which  this  Committee  has  been  following  up  on  to  close  some  of 
these  profound  gaps,  has  put  specific  emphasis  on  health  profes- 
sions, the  need  to  provide  the  resources  to  close  these  profound 
gaps  not  only  in  the  African-American  community,  but  Hispanic 
community  and  other  minority  communities;  and  that  the  likeli- 
hood that  doctors  trained  in  those  environments,  or  health  profes- 
sionals trained  in  those  environments,  would  end  up  back  in  those 
communities  was  greater  if  in  fact  this  Committee  made  that  in- 
vestment. 

And  so  while  we  will  beg  to  differ  on  the  approach,  I  want  it  to 
be  clear  that  this  isn't  a  shot  in  the  dark  just  based  upon  last  year; 
the  Committee  has  been  specifically  following  the  recommendations 
offered  by  the  Institute  of  Medicine  in  a  very  detailed  and  com- 
prehensive report  titled  "Unequal  Treatment." 

Secretary  Thompson.  Claude  Allen,  who  is  my  deputy  secretary, 
one  of  his  primary  responsibilities  is  to  equalize  the  services.  We 
want  to  do  a  much  better  job  and  we  are  putting  a  lot  of  initiatives 
in  this  area,  Congressman. 

Mr.  Regula.  Mr.  Jackson,  would  you  yield  a  minute? 

Mr.  Jackson.  I  would  be  happy  to. 

Mr.  Regula.  I  want  to  just  tell  the  Committee  members  this 
topic  is  so  important  that  we  are  dealing  with  today  that  I  plan  to 
have  another  day  of  hearing.  So  if  you  are  waiting  for  another 
round,  we  are  happy  to  have  you  stay,  but  if  you  have  additional 
questions  that  you  want  to  get. 

And  I  assume  you  would  be  willing  to  come  back.  Would  you? 

Secretary  Thompson.  I  would  love  to  come  back. 

Mr.  Regula.  But  I  can  tell  from  the  line  of  questioning  there  is 
just  a  lot  of  important  topics  here,  and  I  would  like  another  day, 
because  I  have  questions  myself. 

Secretary  Thompson.  And  I  would  like  to  talk  about  AIDS. 

Mr.  Regula.  Okay. 

AIDS 

Mr.  Jackson.  That  is  fine.  AIDS  is  actually  my  next  question. 
But,  Mr.  Chairman,  reclaiming  my  time,  I  would  be  more  than 
willing  to  have  another  day  of  questioning  on  health  professions 
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and  the  cuts.  I  assume  that  that  is  the  additional  day  that  you 
want  to  have,  on  my  subject? 

Mr.  Regula.  Well,  some  of  it. 

Mr.  Jackson.  Thank  you. 

Mr.  Regula.  About  five  minutes  worth. 

Mr.  Jackson.  Thank  you,  sir. 

Mr.  Secretary,  similar  to  many  States  around  the  Country,  Illi- 
nois is  facing  a  severe  shortage  in  its  Medicaid  budget  that  could 
affect  reimbursements  and/or  access  to  medications  for  people  liv- 
ing with  HIV  and  AIDS.  Cuts  in  State  low-income  programs  mean 
that  more  people  will  seek  life-saving  treatment  for  HIV  and  AIDS 
through  Care  Act  programs.  If  Ryan  White  Care  Act  programs 
other  than  AIDS  drug  assistance  programs  are  cut  or  flat-funded, 
States  may  be  put  in  the  difficult  position  of  choosing  between 
funding  HIV/AIDS  treatment  programs  and  being  prepared  for 
other  public  health  needs. 

Given  almost  no  increase  in  the  Ryan  White  Care  Act  funding, 
how  can  Illinois  and  other  States  be  expected  to  address  the  grow- 
ing HIV/AIDS  epidemic  while  also  maintaining  a  solid  public 
health  infrastructure? 

Secretary  Thompson.  The  problem  we  have,  Congressman,  is 
that  we  submitted  a  budget.  And,  when  we  don't  have  Congress 
pass  the  appropriation  bills  until  after  we  submitted  our  budget, 
and  you  increase  the  funding,  it  makes  us  look  like  we  are  not  as 
supportive.  And  I  want  to  tell  you  that  we  proposed  an  increase  in 
the  Ryan  White;  we  put  the  increase,  much  more  so  than  even  Con- 
gress did,  in  the  ADAP  program,  which  goes  to  the  States  and  sup- 
ports drug  therapy  treatments. 

And  so  we  introduced  our  budget  on  February  5th.  The  President 
signed  the  fiscal  year  2003  appropriation,  which  makes  us  look  like 
we  are  level  funding  and  cutting  back,  when  we  actually  have  put 
in  a  nice  increase  from  fiscal  year  2003  to  2004. 

Mr.  Jackson.  Would  you  support  a  higher  number? 

Secretary  Thompson.  What? 

Mr.  Jackson.  Would  you  support  a  higher  number? 

Secretary  Thompson.  Congressman,  I  will  support  whatever 
passes  out  of  this  Committee. 

Mr.  Jackson.  Mr.  Chairman,  I  have  one  final  question,  if  I 
might. 

Mr.  Regula.  Okay. 

MINORITY  AIDS  REPORT 

Mr.  Jackson.  I  am  sorry,  I  have  one  final  question,  if  I  might, 
Mr.  Chairman. 

In  fiscal  year  2003  conference  report,  the  Committee  requested  a 
comprehensive  report  detailing  the  implementation  of  the  minority 
AIDS  initiative.  I  am  eager  to  see  the  report.  As  we  go  into  fiscal 
year  2004,  people  of  color  continue  to  make  up  over  70  percent  of 
the  new  HIV  infections,  and  2001  made  up  more  than  70  percent 
of  AIDS  cases  diagnosed  that  year. 

As  the  crisis  among  these  communities  continue  to  grow,  what  at 
your  Department  do  you  suggest  that  these  communities  do? 

Thank  you,  Mr.  Chairman. 
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Secretary  Thompson.  We  have  to  do  more.  The  report  that  you 
are  talking  about,  is  due  October  15,  2003  and  we  are  working  on 
it. 

We  have  to  do  more  in  the  Ryan  White  program;  we  have  to  pro- 
vide more  information;  we  have  to  do  more  in  prevention.  And  as 
you  know  by  the  President's  State  of  the  Union  speech,  he  is  abso- 
lutely committed  to  fight  this  fight  internationally  and  with  a  huge 
increase  of  new  dollars,  $10,000,000,000.  I  am  now  Chairman  of 
the  Global  AIDS  Fund.  So  you  can  see  by  our  actions  that  we  are 
dedicated  to  fight  this  fight  domestically  and  internationally. 

And  I  want  to  work  with  you.  I  mean,  I  certainly  don't  have  all 
the  answers.  If  you  can  assist  me  in  coming  up  with  solutions,  and 
how  we  can  do  a  better  job  in  the  minority  community,  I  will  be 
more  than  happy  to  listen  to  them  and  work  with  you. 

Mr.  Jackson.  What  I  think  I  can  do,  Mr.  Secretary,  is  I  think 
I  can  assist  you  in  coming  up  with  a  number  so  that  I  can  go  to 
the  chairman  and  make  the  case  for  the  kind  of  funding  that  we 
need  to  do  this  together. 

Secretary  Thompson.  Okay. 

Mr.  Jackson.  Thank  you,  Mr.  Secretary.  I  am  grateful. 

Secretary  Thompson.  Thank  you,  Congressman. 

Mr.  Regula.  Okay,  for  those  that  are  still  here,  we  will  take  one 
minute  for  each  of  you,  if  you  would  like  to  get  something  that  you 
still  want  to  get  in. 

Mr.  Kennedy,  you  wanted  a  minute? 

Mr.  Kennedy.  Speaking  about  waivers,  Mr.  Secretary. 

Secretary  Thompson.  Yes. 

MEDICAID  RIDE  PAY 

Mr.  Kennedy.  We  have  got  one  pending  in  front  of  your  HHS  for 
our  program,  which  allows  our  seniors  to  buy  prescription  drugs 
through  our  RIPAE  program;  expand  the  eligibility  under  the  Med- 
icaid RIPAE. 

Secretary  Thompson.  Is  it  budget-neutral? 

Mr.  Kennedy.  It  is  budget-neutral. 

Secretary  Thompson.  When  was  it  submitted? 

Mr.  Kennedy.  Several  months  ago.  I  will  get  you  the  informa- 
tion. 

Secretary  Thompson.  Okay,  fine. 

DISPROPORTIONATE  SHARE  HOSPITALS  (DSH) 

Mr.  Kennedy.  And  then,  you  know,  we  had  our  fire  up  in  Rhode 
Island.  It  has  taken  an  enormous  toll  on  our  hospitals  because 
most  of  it  is  uncompensated  care.  And  I  was  wondering  what  your 
comments  were  on  what  you  think  you  can  do  to  help  with  our 
DHS  payments  and  maybe  one-short  deal. 

Secretary  Thompson.  Somebody  told  me  that  you  were  going  to 
ask  me  that  today,  and  I  haven't  had  a  chance  to  review  it,  Con- 
gressman. I  will  be  more  than  happy  to  look  at  it.  Whether  or  not 
the  DSH  payments  can  be  used  for  it,  I  am  sure  it  can  be,  but  may 
require  some  additional  waiver.  Let  us  take  a  look  at  it.  I  want  to 
be  helpful.  As  you  know,  we  sent  several  of  my  people  up  to  assist 
the  governor. 
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Mr.  Kennedy.  Yes.  And  we  thank  you  for  that.  They  did  a  ter- 
rific job. 

Secretary  Thompson.  I  think  they  did  do  a  good  job.  The  gov- 
ernor called  me  and  met  me. 
Mr.  Kennedy.  Yes. 

Secretary  Thompson.  So  we  want  to  be  helpful.  It  is  a  serious, 
serious  problem. 

MENTAL  HEALTH 

Mr.  Kennedy.  Finally,  the  mental  health  response  on  terrorism. 
We  talked  a  lot  about  bio-terrorism,  but  if  a  crisis  breaks  out,  as 
we  had  of  the  anthrax,  all  our  hospitals  get  clogged  with  people 
with  psychosomatic,  thinking  that  they  have  got  something.  And  I 
am  wondering  what  the  Department  is  doing  with  Homeland  Secu- 
rity to  address  the  panic  factor  in  any  potential  attack. 

Secretary  Thompson.  We  have  SAMSHA  developing  plans  on 
that;  it  is  being  worked  on.  I  certainly  wouldn't  say  that  it  is  the 
best,  but  we  are  working  on  it. 

Mr.  Regula.  Mrs.  Northup  a  minute. 

Mrs.  Northup.  Yes.  I  would  just  like  to  speak  up  on  the  mental 
health  issue  too. 

You  know,  we  spend  a  lot  of  money  on  Medicaid  and  SAMSHA 
and  State  grants  on  mental  health  mental  retardation  centers. 
Mental  health  is  where  an  enormous  amount  of  the  money  goes. 
But,  unfortunately,  they  have  not  created,  in  most  cases,  a  seam- 
less system.  There  is  hospitalization  or  jail  time,  of  course,  if  they 
are  picked  up  by  the  legal  system.  For  those  that  are  the  most  ill, 
homeless  shelters. 

But  our  mental  health  centers  are  not  creating  a  seamless  sys- 
tem, In  Louisville  $60,000,000  comes  into  that  system,  and  it  most- 
ly serves  those  that  are  the  least  ill  or  the  least  sick.  They  provide 
minimal  services  to  the  homeless,  to  the  community  health  sys- 
tems, and  so  forth. 

By  not  creating  the  seamless  system,  they  also  make  sure  that 
there  is  not  a  system  available  to  the  private  insurance — to  the 
whole  rest  of  the  system.  I  mean,  if  the  public  dollars  are  not  cre- 
ating the  basis  or  the  foundation  of  the  need,  then  they  can't  be 
combined  with  private  dollars  to  help  create  a  seamless  system  for 
everybody. 

I  know  the  President  has  created  a  task  force  across  Cabinet 
lines  to  address  mental  health  issues,  and  I  ask  you  to  do  all  you 
can  to  help.  You  control  the  majority  of  those  dollars,  and  they 
overlap  with  HUD  and  the  Justice  Department.  But  it  is  an  enor- 
mous failing,  and  when  you  consider  the  amount  of  dollars  that  are 
spent  out  of  Medicaid  for  the  billing  for  Medicaid,  out  of  SAMSHA, 
out  of  block  grants,  it  is  really  amazing  that  we  don't  have  a  better 
system. 

Secretary  Thompson.  I  would  appreciate  your  suggestion,  be- 
cause the  Department  is  tasked  by  the  President  to  lead  this  inter- 
cabinet  agency  task  force. 

Mrs.  Northup.  Well,  I  have  one  right  off  the  bat,  and  that  is 
that  we  say  that  mental  health  centers  that  are  charged  with  the 
planning  can't  also  be  the  deliverer  of  the  services.  Because  what 
they  do  is  fling  out  a  few  dollars  to  homeless  centers,  a  few  dollars 
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to  the  community  health,  and  then  they  absorb  the  rest  internally 
by,  in  a  sense,  cherry-picking,  the  easy-to-serve.  They  serve  the 
people  that  actually  show  up  at  1:00  every  Wednesday,  instead  of 
those  that  you  have  to  outreach,  and  collaborate  with  on  the  street. 

Secretary  Thompson.  You  know  the  President  has  put 
$600,000,000  in  over  three  years,  $200,000,000  each  year,  for  a 
new  voucher  program  that  I  think  certainly  can  accomplish  a  lot 
of  your  things,  and  Congress  is  going  to  have  to  help  us  develop 
that  program.  But  it  is  something  the  President  feels  very  strongly 
about. 

Mr.  Regula.  Mrs.  Lowey. 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman.  One  minute  or  four  min- 
utes? 

Mr.  Regula.  You  can  have  a  couple. 

CANCER  RESEARCH 

Mrs.  Lowey.  Thank  you  very  much.  I  will  talk  very  quickly. 

I  share  your  passion  for  finding  a  cure  for  cancer,  and  I  have 
been  working  very  hard  with  my  colleagues  in  particular  on  breast 
cancer,  and  we  have  been  talking  for  a  long  time  about  the  need 
for  women  over  age  40  to  have  an  annual  mammogram,  and  I  felt 
for  a  long  time  that  it  is  time  we  really  begin  pushing  hard  to  find 
a  new  generation  of  early  detection.  And  I  would  be  interested  to 
know  in  the  couple  of  minutes,  you  probably  can't  respond,  but  if 
you  have,  I  would  be  interested  to  know  what  HHS  has  really  done 
to  advance  this  cause  and  what  more  we  can  do. 

Secretary  Thompson.  Well,  it  is  one  of  my  real  passions  because 
my  mother-in-law  died  from  breast  cancer,  my  wife  is  a  survivor  of 
breast  cancer,  and  I  have  two  daughters,  and  it  is  time  for  us  to 
find  a  cure.  I  don't  know  if  it  is  better  right  now  to  put  the  re- 
sources into  early  detection  or  in  finding  the  cure.  I  think  we  need 
to  find  the  cure;  and  that  is  where  I  think  we  should  put  the  re- 
sources. But  I  think  you  are  right,  I  think  waiting  until  40  years 
old  to  find  out  is  not  the  way  to  go. 

Mrs.  Lowey.  And  I  also  think,  and  I  know  there  is  some  work 
being  done  on  determining  through  early  detection  whether  it  is  a 
passive  cancer,  whether  it  is  an  aggressive  cancer,  should  they 
treat  it.  There  is  work  being  done  having  to  do  with  MRIs,  specific 
new  machines,  and  I  would  be  interested  to  know  if  we  can  have 
a  dialogue  on  what  HHS  is  doing. 

Secretary  Thompson.  Absolutely. 

DEPARTMENTAL  WEBSITE 

Mrs.  Lowey.  And  then  I  will  save  it  for  the  next  session,  but  I 
have  been  concerned  what  appears  to  me  to  be  highly,  shall  we  call 
them,  political  ideological  decisions  coming  out  of  HHS,  and  I 
would  like  to  talk  to  you  about  it.  For  example,  Henry  R.  Hyde  and 
I  have  been  concerned,  and  we  have  had  a  bill  on  covering  prenatal 
care.  Suddenly  it  turned  to  care  for  the  unborn.  I  would  be  inter- 
ested at  some  point  how  it  turned  from  prenatal  care  to  care  for 
the  unborn. 

Secondly,  there  was  information  on  the  website  concerning  con- 
nections between  abortion  and  cancer,  breast  cancer. 
Secretary  Thompson.  No,  that  has  been  changed. 
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Mrs.  Lowey.  Yes,  but  I  am  interested,  because  it  created  tremen- 
dous anxiety.  I  know  you  are  redesigning  the  website,  but  how  did 
it  get  there  in  the  first  place?  Was  this  based  on  NCI  science  or 
was  it  based  on  someone  that  may  not  have  been  routed  in  science 
putting  it  on  the  website?  And  I  think  this  is  really  of  great  con- 
cern to  many  of  us,  so  if  you  can  answer  those  questions  quickly. 

Secretary  Thompson.  I  wish  you  would  talk  to  Andy 
vonEschenbach  because  the  National  Cancer  Institute  on  the 
website  was  under  his  control.  I  asked  him  about  it;  he  told  me 
that  they  wanted  to  do  a  scientific  study,  get  this  settled  once  and 
for  all.  The  scientific  study  was  done  and  it  showed  that  there  was 
not  a  correlation  between  abortion  and  breast  cancer. 

Mrs.  Lowey.  Do  you  think  it  was  irresponsible  to  put  it  on  the 
website  before  the  scientific  study  was  done? 

Secretary  Thompson.  They  took  everything  off  until  the  scientific 
study  was  done,  and  I  think  that  caused  some  people  some  angst, 
but  I  think  it  is  over  and  done  with  now,  and  we  will  never  have 
to  have  that  particular  problem  again. 

In  regards  to  prenatal  care,  that  one  you  can  blame  me  because 
that  is  mine.  I  made  that  decision  because,  you  know,  I  believe 
very  strongly  that  a  child  coming  into  this  world  should  have  the 
best  care  possible,  and  it  is  prenatal  care.  It  is  not  abortion,  it  is 
not  pro-choice,  pro-life;  it  is  prenatal  care. 

Mrs.  Lowey.  So  why  didn't  you  call  it  prenatal  care? 

Secretary  Thompson.  That  is  what  I  did  call  it. 

Mrs.  Lowey.  No,  you  called  it  care  for  the  unborn  child. 

Secretary  Thompson.  Well,  it  is  prenatal  care  for  me,  and  that 
is  what  it  was  all  about.  The  same  woman,  if  she  was  in  Medicaid, 
she  would  be  able  to  get  prenatal  care;  but  a  woman  with  SCHIP 
would  not. 

Now,  you  and  I  both  want  the  healthiest  child  to  come  into  this 
world.  That  is  what  I  want  and  that  is  why  I  did  it. 

Mrs.  Lowey.  I  would  just  like  to  say,  and  I  would  appreciate  the 
opportunity  to  have  a  longer  discussion. 

Secretary  Thompson.  Why  don't  you  call  me  up? 

Mrs.  Lowey.  Let  us  do  it. 

Secretary  Thompson.  Come  on  over  and  see  my  command  center 
or  have  lunch  with  me. 
Mrs.  Lowey.  Let  us  do  it. 
Secretary  Thompson.  All  right. 

Mrs.  Lowey.  And  just  in  concluding,  as  you  know,  I  think  we 
have  to  be  careful  as  public  officials,  you  as  the  Secretary.  Some 
of  these  phrases,  words  connote  other  things. 

Secretary  Thompson.  I  know. 

Mrs.  Lowey.  And  if  Henry  Hyde  and  I  can  work  very  closely  on 
potential  funding  for  prenatal  care,  we  could  call  it  prenatal  care 
rather  than  the  care  for  the  unborn  child.  And  at  some  point  we 
can  talk  at  our  lunch  why  the  information  on  sex  education  and 
condoms  came  off  the  website  too.  To  be  continued. 

Mr.  Regula.  I  want  to  caution  you. 

Secretary  Thompson.  I  think  you  and  I  need  a  long  lunch. 
Mrs.  Lowey.  I  think  so.  It  would  be  a  pleasure. 
Mr.  Regula.  Well,  I  want  to  caution  you,  it  will  be  a  low  calorie 
lunch. 
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Mrs.  Lowey.  You  notice  I  didn't,  when  I  was  talking  about  fit- 
ness, I  didn't  say  how  many  pounds  I  have  gained. 

Secretary  Thompson.  Yes,  but  did  you  want  one  of  our  Walk-o- 
meters? 

Mrs.  Lowey.  Absolutely.  I  would  love  one. 
Secretary  Thompson.  Will  you  use  it? 
Mrs.  Lowey.  Absolutely. 

Secretary  Thompson.  Every  day,  now,  you  have  got  to  walk 
10,000  steps. 
Mr.  Regula.  Ms.  DeLauro. 
Ms.  DeLauro.  Thank  you. 

I  just  want  to  take  a  moment,  not  to  interrupt  anyone  else's  time, 
but  I  think  that  when  we  do  talk  about  programs  like  Head  Start 
and  we  do  talk  about  accountability  and  any  of  the  problems  that 
we  talk  about,  we  ought  to  be  dealing  with  accuracy  and  with  facts, 
because  I  don't  think  inaccuracy  serves  anyone's  purpose,  and  par- 
ticularly doesn't  serve  well  the  children  who  are  involved  in  the 
programs. 

I  think  just,  again,  for  the  record,  I  think  it  is  important  to  note, 
and  I  think  that  these  are  the  standards  that  you  have  in  place, 
Mr.  Secretary,  that  Congress  has  put  in  place  national  standards 
for  Head  Start  and  evaluations  from  the  Department  of  Health  and 
Human  Services.  You  say  that  it  is  working.  You  reported  from  the 
monitoring  of  nearly  600  Head  Start  programs  85  percent  of  the 
programs  are  meeting  quality  standards.  I  will  introduce,  I  will  put 
into  the  record,  so  that  I  don't  have  to  say  them  all  here,  the  basis 
for  that;  how  children  are  leaving  their  program  ready  to  learn. 

Can  it  be  better?  We  know  that.  But  I  will  not  stand  by  and  lis- 
ten to  inaccuracy  on  a  program  that  has  served  this  Country  and 
the  children  of  this  Country  very,  very  well.  Let  us  be  precise. 

I  also  said  if  the  education  portion  has  to  be  beefed  up,  we  need 
to  take  a  look  at  that. 

Secretary  Thompson.  You  said  that. 

Ms.  DeLauro.  And  let  us  do  it  and  leave  the  powers  as  it  is. 

Secretary  Thompson.  And  I  agree  with  you. 

Ms.  DeLauro.  I  too  have  questions  on  mental  health  and  what 
is  happening  in  our  schools.  I  will  submit  that  one  for  the  record. 

Ms.  DeLauro.  Just  two  very  quick  things.  On  the  WISEWOMAN 
program,  Congressman  Leach  and  I  have  a  bill  to  expand  that  to 
the  50  States.  Can  we  count  on  your  support  for  this  kind  of  legis- 
lation? The  WISEWOMAN  program  has  been  absolutely  successful 
in  what  it  does.  Your  help  shouldn't  be  determined  by  your  geog- 
raphy. 

Secretary  Thompson.  Yes. 
Ms.  DeLauro.  Thank  you. 

And  if  you  can't  answer  this  now,  if  you  can  get  this  to  me.  How 
much  would  it  take  to  fully  fund  the  WISEWOMAN  program  so 
that  all  States  will  benefit?  If  you  can  just  get  me  that  piece  of  in- 
formation. 

[The  information  follows:] 

WISEWOMAN 

Secretary  Thompson.  The  WISEWOMAN  demonstration  program  offers  cardio- 
vascular screening  and  counseling  services  to  uninsured  and  underinsured  women 


46 


aged  40-64  who  qualify  for  other  services  through  the  National  Breast  and  Cervical 
Cancer  Early  Detection  Program.  The  program  is  currently  authorized  to  be  carried 
out  in  only  three  States,  with  funding  directed  through  the  National  Breast  and 
Cervical  Cancer  Early  Detection  program.  Recent  appropriations  bills  have 
overriden  the  authorization  to  allow  these  demonstrations  in  more  States.  The  FY 
2004  budget  contains  $10  million  for  12  States  and  tribal  groups.  Set  up  as  a  dem- 
onstration, WISEWOMAN  was  never  intended  to  provide  services  to  all  low-income 
women  ages  40-64.  But  rather  to  evaluate  the  effectiveness  of  providing  this  set  of 
services  to  this  population.  CDC  estimates  that  the  actual  amount  it  would  cost  to 
fully  fund  WISEWOMAN  in  all  States  would  be  $185  million.  The  breakdown  for 
their  estimate  is  as  follows:  $147  million  to  state-based  programs  (average  award 
of  $2.1  million);  $5  million  to  national  organizations;  $8.7  million  for  prevention  re- 
search; $3  million  for  public  and  provider  education;  $5.3  million  for  evaluation  and 
$16.5  million  for  program  oversight  and  technical  assistance.  The  FY  2004  budget 
focuses  on  expanding  cancer  screening  and  does  not  propose  to  expand  the 
WISEWOMAN  demonstration.  It  should  be  noted  that  HHS  has  made  increased  ac- 
cess to  health  care,  including  screening,  for  the  uninsured  a  high  priority  through 
a  range  of  programs  including  those  in  CMS  and  HRSA's  Health  Center  program. 
The  Health  Center  program  is  requested  at  $1.6  billion  in  FY  2004,  +$122  million 
over  FY  2003. 

Ms.  DeLauro.  Final  point  is  about  newborn  screening.  And  I 
note  your  State  has,  you  know,  one  of  the  finest  screening  pro- 
grams in  the  Country,  but  my  understanding  is  that  there  are  no 
new  dollars  for  newborn  screening.  That  troubles  me,  that  there 
isn't  any  money  to  fund  the  Title  XXVI  grants.  Am  I  wrong  in  that 
effort?  And  if  that  is  the  case,  why  can't  we  get  any  money  for  new- 
born screening? 

Secretary  Thompson.  I  will  get  you  the  answer. 

Ms.  DeLauro.  Okay,  please.  Thank  you  very,  very  much,  Mr. 
Secretary. 

Secretary  Thompson.  Thank  you.  It  is  always  a  pleasure. 
Congressman,  thank  you. 

Mr.  Regula.  Thank  you,  Mr.  Secretary.  I  think,  as  you  can  see, 
we  have  had  a  thought-provoking  hearing. 

Secretary  Thompson.  It  has  been  a  very  good  hearing. 

Mr.  Regula.  And  we  would  like  you  to  come  back.  This  topic  is 
to  important  to  the  people  of  America;  I  mean,  health  and  family, 
that  is  where  it  is. 

Secretary  Thompson.  That  is  where  the  action  is. 

Mr.  Regula.  It  really  is.  And  thank  you  for  coming  and  your  pa- 
tience this  morning.  We  will  see  you  at  the  next  one. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record.] 
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NEWBORN  HEARING  SCREENING 

Secretary  Thompson:  While  we  are  not  requesting  specific  funds  for  the  Universal 
Newborn  Hearing  Screening  program  in  HRSA,  the  Department  continues  to  be  committed  to 
strengthening  the  Nation's  newborn  screening  system. 

The  Maternal  and  Child  Health  Block  Grant,  which  we  increased  by  $21  million  in  FY 
2004,  for  a  total  of  $751  million,  provides  States  the  flexibility  to  fund  services  like  newborn 
hearing  screening.  Through  the  Maternal  and  Child  Health  Block  Grant's  Special  Projects  of 
Regional  and  National  Significance,  funding  will  continue  to  be  provided  to  States  to  enhance 
their  capacity  to  better  integrate  their  newborn  screening  programs  with  the  State  Title  V 
community-based  system  of  services  for  Children  with  Special  Health  Care  Needs.  Federal 
dollars  through  Medicaid,  which  reimburses  for  newborn  screening  services  for  eligible  infants, 
provides  another  funding  option  that  States  can  utilize  for  the  over  one-third  of  all  births  that  are 
Medicaid  eligible.  Technical  assistance,  screening  technology  training  and  educational  resources 
will  also  be  available  through  the  MCHB-funded  National  Newborn  Screening  and  Genetics 
Resource  Center  to  support  States  in  their  newborn  screening  efforts. 

On  February  3,  2003, 1  approved  the  establishment  of  the  Advisory  Committee  on 
Heritable  Disorders  and  Genetic  Diseases  in  Newborns  and  Children  as  a  first  step  in 
implementing  Title  XXVI  of  the  Children's  Health  Act  of  2000.  Specifically  authorized  by  the 
Act,  the  Committee  will  provide  advice  and  consultations  to  me  on  matters  related  to  grants  and 
projects  authorized  by  the  Act  and  the  development  of  policies  and  priorities  that  will  reduce 
mortality  or  morbidity  from  heritable  disorders. 
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SUBSTANCE  ABUSE  TREATMENT 

Mr.  Regula:  In  his  State  of  the  Union  the  President  announced  his  substance 
abuse  treatment  voucher  initiative,  Recovery  Now,  and  the  budget  request  for  this  new 
initiative  is  $200  million.  Please  tell  us  how  this  program  will  work.  How  will 
someone  who  needs  this  treatment  receive  a  voucher?  And  then  walk  us  through  the 
program  from  there. 

Secretary  Thompson:  Individuals  in  need  of  treatment  and  who  seek  it  will  be 
directed  by  a  school  counselor,  physician,  social  worker,  minister,  or  friend  to  a  State 
designated  contact  who  will  arrange  an  assessment  by  a  trained  professional  who  is  not 
affiliated  with  any  particular  treatment  facility.  The  person  conducting  the  assessment 
will  make  recommendations  with  regard  to  the  extent  and  level  of  treatment  needed.  At 
this  point  States  have  flexibility  in  designing  the  process.  The  assessor  or  another 
person  designated  by  the  State  may  give  the  individual  a  voucher  for  the  level  of  care  the 
individual  needs  and  provide  a  list  of  potential  providers.  From  this  list  the  individual 
will  choose  a  provider  and  present  themselves  along  with  the  voucher  to  the  facility. 
The  voucher  itself  will  have  no  monetary  value. 

Mr.  Regula:  What  kinds  of  services  are  covered  through  this  program?  Will  this 
program  cover  supportive  services  such  as  childcare  or  transit?  What  about  family 
support  services  for  children  or  spouses  of  drug  and  alcohol  abusers? 

Secretary-  Thompson:  A  variety  of  treatment  or  support  services  could  be 
covered  by  a  voucher.  The  individual  in  need  of  services  will  go  through  an  extensive 
assessment  that  will  include  recommendations  for  treatment.  The  professional  that  the 
State  chooses  to  carry  out  an  assessment  will  make  determinations  on  the  level  of  care. 
An  individual  may  need  support  services  to  help  them  maintain  a  stable  life  free  from 
drugs  and  alcohol.  A  voucher  could  be  given  for  this  level  of  care  along  with  a  list  of 
potential  service  providers.  The  professional  may  also  determine  that  family  services 
are  needed  and  the  voucher  would  cover  these  services.  For  example,  if  the  individual 
needing  treatment  is  a  pregnant  addict  or  a  woman  with  children,  an  appropriate  facility 
might  be  one  that  permits  the  children  to  be  with  the  mother.  As  another  example,  an 
individual  who  is  part  of  an  outpatient  program  may  need  transportation  funds  to  get 
back  and  forth  to  the  program.  Such  supportive  services  will  only  be  provided  as  a 
necessary  component  of  treatment.  States  will  indicate  how  services  they  intend  to  fund 
through  the  initiative  are  necessary  to  achieve  positive  treatment  outcomes.  States  will 
also  commit  to  cost  ranges  and  reimbursement  levels  by  treatment  modality,  which  will 
include  supportive  services. 

Mr.  Regula:  Why  is  such  a  large  investment  in  treatment  needed  right  now? 

Secretary  Thompson:  Data  from  the  National  Household  Survey  on  Drug  Abuse 
estimates  that  nearly  6.1  million  individuals  in  the  United  States  are  in  need  of 
treatment.  Seventy-six  percent  of  these  people  are  individuals  who  do  not  recognize  that 
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they  need  treatment.  Some  1 7  percent  or  1 . 1  million  received  treatment  at  some  point 
during  the  year  at  a  specialty  facility.  Some  5  percent  recognized  that  they  needed 
treatment,  but  for  some  reason  did  not  seek  treatment.  Finally  there  are  2  percent,  or 
roughly  101,000  individuals,  who  recognized  that  they  needed  treatment,  sought 
treatment,  but  were  unable  to  receive  treatment.  These  individuals  deserve  our 
immediate  help.  At  the  same  time,  our  efforts  will  hopefully  encourage  the  276,000,  or 
5  percent,  who  recognized  that  they  needed  treatment  but  did  not  seek  the  treatment 
needed  to  move  toward  recovery. 

This  investment  is  an  important  component  in  stemming  the  enormous  cost  that 
substance  abuse  has  on  society.  A  report  entitled  The  Economic  Cost  of  Alcohol  and 
Drug  Abuse  in  the  United  States,  funded  by  National  Institute  on  Drug  Abuse  and  the 
National  Institute  on  Alcohol  Abuse  and  Alcoholism,  estimated  the  total  cost  of  alcohol 
and  drug  abuse  to  society  at  $276  billion.  These  costs  to  society  include  lost 
productivity,  medical  services,  treatment  costs,  and  the  costs  of  incarceration  related  to 
drug-related  crimes. 

Mr.  Regula:  Is  the  incidence  of  drug  and  alcohol  abuse  on  the  rise? 

Secretary  Thompson:  I  am  pleased  to  report  that  genuine  progress  has  been 
made  in  reducing  the  incidence  of  drug  and  alcohol  abuse  by  youth.  Particularly 
encouraging  have  been  the  most  recent  results  of  the  school-based  Monitoring  the 
Future  survey,  which  often  serves  as  a  harbinger  of  our  future  as  a  nation  with  respect  to 
drug  use.  Drug  use  among  young  people,  for  the  first  time  in  several  years,  is  going 
down  in  many  areas,  signaling  what  we  sincerely  hope  will  be  a  process  of  recovery  for 
the  nation. 

While  we  are  encouraged  by  this  reduction  in  drug  and  alcohol  use  by  young 
people,  there  continues  to  be  a  great  need  to  expand  our  nation's  drug  treatment  capacity. 
Five  percent  of  individuals  in  the  United  States  recognized  that  they  needed  treatment 
but  for  some  reason  did  not  seek  treatment.  Of  this  total,  2  percent,  or  roughly  101 ,000 
individuals,  recognized  that  they  needed  treatment,  sought  treatment,  but  were  unable  to 
receive  treatment.  Another  276,000  individuals,  or  5  percent,  recognized  that  they 
needed  treatment  but  did  not  seek  the  treatment  needed  to  move  toward  recovery. 

Mr.  Regula:  Why  do  we  need  a  program  like  this  when  there  is  already  a 
Substance  Abuse  Block  Grant  to  States? 

Secretary  Thompson:  The  President's  Drug  Treatment  Initiative  is  a  multi- 
program  approach.  We  continue  to  support  and  maintain  State  substance  abuse 
treatment  systems  through  our  Substance  Abuse  Block  Grant.  In  FY  2004,  the  President 
is  requesting  $1 .8  billion,  a  $3 1  million  increase,  for  the  Block  Grant.  Our  Targeted 
Capacity  Expansion  Program  will  continue  to  help  us  identify  and  address  new  and 
emerging  trends. 
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Now,  through  Access  to  Recovery,  the  President  has  given  us  a  third  mechanism 
to  increase  treatment  options.  Access  to  Recovery  is  an  innovative  approach,  which  is 
client-based,  not  provider-based,  and  has  a  more  direct  and  immediate  emphasis  on 
outcomes.  This  initiative  promotes  individual  choice  and  would  allow  an  individual  to 
use  Federal  substance  abuse  dollars  to  choose  effective  treatment  organizations, 
including  faith-based  organizations.  The  voucher  program  will  provide  consumer 
choice  and  focus  on  treatment  outcomes  in  ways  that  are  not  currently  available  through 
either  the  Block  Grant  or  the  Targeted  Capacity  Expansion  grants. 

Mr.  Regula:  How  do  you  foresee  the  population  living  in  rural  and  other 
underserved  communities  taking  part  in  the  voucher  program? 

Secretary  Thompson:  People  in  rural  areas  typically  do  not  have  a  choice  of 
provider.  We  are  hopeful  that  the  voucher  program  will  entice  providers  to  create 
satellite  programs  in  rural  areas  to  provide  services.  A  State  may  still  be  able  to  use 
Block  Grant  funds  or  State  funds  to  increase  services  in  rural  areas.  Thus  States  would 
be  able  to  leverage  funding  to  increase  treatment  capacity  in  rural  areas. 

Mr.  Regula:  Will  the  Administration  be  seeking  authorization  for  this  program? 
If  not,  under  what  authority  will  this  program  operate? 

Secretary  Thompson:  Sections  501  and  509  of  the  Public  Health  Service  Act 
provide  the  authority  needed  to  make  competitive  grants  to  States  to  operate  voucher 
programs. 

FAITH-BASED  SERVICES 

Mr.  Regula.  Increases  have  been  requested  in  programs  with  a  focus  on  faith- 
and  community-based  participation,  Mentoring  Children  of  Prisoners  and  Compassion 
Capital  Fund,  among  others.  Have  you  had  good  responses  from  faith-based  community 
programs  in  applying  for  grants? 

Secretary  Thompson.  The  public  has  shown  a  tremendous  interest  in  the 
Compassion  Capital  Fund  (CCF)  program.  We  had  367  applications  for  CCF 
demonstration  program  in  2002,  the  program's  first  year,  yet,  we  could  only  make 
demonstration  grant  awards  to  21  intermediary  organizations.  The  organizations  funded 
in  FY  2002  are  charged  to  assist  faith-based  and  community  organizations  by  providing 
technical  assistance,  helping  them  improve  organizational  efficiency  and  program 
effectiveness,  and  assisting  the  organizations  in  expanding  and  diversifying  their 
funding  base.  Because  of  the  work  of  the  intermediary  organizations,  and  considerable 
interest  in  the  first  year  the  program  was  funded,  we  expect  the  interest  and  number  of 
applications  for  grants  under  the  Compassion  Capital  Fund  to  continue  to  grow. 
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While  the  Request  for  Proposal  (RFP)  for  Mentoring  Children  of  Prisoners  has 
not  been  finalized,  we  anticipate  having  an  excellent  response  from  community  and 
faith-based  organizations  due  to  the  great  interest  voiced  since  Congress  appropriated 
funds. 

Mr.  Regula:  Can  you  give  us  examples  of  the  types  of  activities  faith-  based 
groups  are  providing  in  their  communities? 

Secretary  Thompson:  Examples  of  the  types  of  existing  mentoring  activities 
include: 

•  In  a  large  metropolitan  city,  50  inner  city  congregations  have  recruited  500 
volunteers  to  mentor  children  of  prisoners. 

•  In  a  south-western  city  a  coalition  of  community  service  providers  have  come 
together  to  provide  "wrap-around"  services  to  prisoners  who  are  re-entering  the 
community. 

In  a  large  mid-western  city  a  local  mentoring  program  has  partnered  with  a  large 
corporation  to  recruit  mentors  and  the  corporation  found  an  increase  in  the 
productivity  of  the  workers  who  participated. 

An  example  of  a  current  Compassion  Capital  Fund  grantee: 

•  Father  Joe's  Villages,  part  of  St.  Vincent  De  Paul  Management,  Inc.  based  in  San 
Diego,  CA,  is  a  nationally  renowned  model  for  the  provision  of  comprehensive 
and  integrated  social  services  to  the  homeless.  Father  Joe's  project  will  offer 
training  and  sub-awards  to  faith-based  and  community  organizations,  will  assist 
in  building  collaborations  and  networks  of  organizations,  and  will  disseminate 
best  practices  in  the  area  of  homelessness  services. 

FULL  TIME  EQUIVALENT 

Mr.  Regula:  Provide  a  chart  showing  by  OPDIV  the  number  of  FTE  the  budget 
assumes  will  be  reassigned  (transfers,  retirements,  resignations)  by  the  end  of  FY04  as  a 
result  of  OMB  Circular  A-76  analysis. 

Secretary  Thompson:  The  chart  showing  by  OPDIV  the  number  of  FTE  the 
budget  assumes  will  be  reassigned  (transfers,  retirements,  resignations)  by  the  end  of 
FY04  as  a  result  of  OMB  Circular  A-76  analysis  follows: 
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OPDIV 

CS-FTE 

AoA 

0 

ACF 

(-13) 

AHRQ 

0 

CDC 

0 

CMS 

0 

FDA 

(-43) 

HRSA 

0 

IHS 

0 

NIH 

0 

OS 

0 

PSC 

0 

SAMHSA 

(-12) 

All  HHS  OPDIV's  subject  to  competitive  sourcing  developed  their  appropriate 
competition  plans  for  FY  2003  and  FY  2004.  Three  OPDIV's  (ACF,  FDA,  and 
SAMHSA)  assumed  changes  to  their  FTE  counts,  due  to  competitive  sourcing,  within 
their  respective  FY  2004  budgets.  The  remaining  OPDIV's  did  not  project  FTE 
reassignments  through  the  end  of  FY  2004  resulting  from  Circular  A-76  analysis. 

Mr  Regula:  Provide  a  chart  showing  by  OPDIV  the  number  of  full-time 
[equivalent]  positions  projected  to  be  on  board  at  the  beginning  and  end  of  FY03  and 
FY04. 

Secretary  Thompson:  The  following  table  shows  actual  FTE  levels  for  FY  2002 
and  budgeted  levels  for  FY  2003  and  FY  2004. 
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HHS  FTE 
FY  2002-2004 


FY  2002 
Actual 

FY  2003 
Budget 
Target 

FY  2004 
Budget 
Request 

FDA 

i  mo  a 

HRSA 

9,528 

<t   O  A  A 

1,844 

10,479 
1,937 

10,841 
1,912 

IHS 
CDC 

14,899 
8,663 

14,961 
8,668 

15,021 
8,671 

NIH 

17,250 

17,693 

17,526 

9AMH^A 
AHKU 

278 

\JOO 

294 

sii C 

CMS 

4,497 

4,661 

4,586 

ACF 

1,465 

1,512 

1,472 

AoA 

120 

120 

120 

OIG 

1,569 
246 

1,640 

1,559 
268 

OCR 

268 

DM 

1,414 

1,536 

1,532 

PSC 

1,151 

1,151 

1,151 

63,506 

65,508 

Total  HHS  FTE 

65,525 
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Mr.  Regula:  Provide  a  chart  identifying  by  OPDIV  the  reductions  taken  in 
information  technology  funding  in  the  FY04  budget  request  as  a  result  of  the  OMB 
passback  and  the  FY02  and  FY03  bases  on  which  those  reductions  were  taken. 

Secretary  Thompson:  Below  is  a  chart  identifying  by  OPDIV  the  reductions 
taken  in  information  technology  funding  in  the  FY04  budget  request. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Discretionary  Information  Technology  FY  2002  -  FY  2004  /I 

(Dollars  in  Millions) 

Table  1 

FY  2002 

FY  2003 

FY  2004 

FY  03-FY  04 
Change 

FY  03-FY  04 
%  Change 

FY  02- FY  04 
Change 

FY  02- FY  04 
%  Change 

OPDIV 

FDA 

175.804 

188.525 

161.857 

-26.668 

-14.1% 

-13.947 

-7.9% 

HRSA 

27.662 

27.819 

26.111 

-1.708 

-6.1% 

-1.55! 

-5.6% 

ins 

53.278 

55.096 

39.388 

-15.708 

-28.5% 

-13.890 

-26.1% 

CDC 

169.479 

174.113 

150.240 

-23.873 

-13.7% 

-19.239 

-11.4% 

NIH 

575.367 

637.476 

523.465 

•1 14.011 

-17.9% 

-51.902 

-9.0% 

SAMHSA 

34.609 

35.554 

25.756 

-9.798 

-27.6% 

-8.853 

-25.6% 

AHRQ 

33.249 

33.122 

34.575 

1.453 

4.4% 

1.326 

4.0% 

CMS 

395.505 

353.001 

395.896 

42.895 

12.2% 

0.391 

0  1% 

ACF 

15  634 

7.759 

15.477 

7.718 

99.5% 

-0.157 

-1.0% 

AoA 

2.979 

2.283 

1.943 

-0.340 

-14.9% 

-1.036 

-34.8% 

OS 

16.505 

12.657 

10.442 

-2.215 

-17.5% 

-6.063 

-36.7% 

OIG 

1.999 

2.401 

2.357 

-0.044 

0.359 

17.9% 

-1.8% 

PSC 

72.841 

88.240 

69.250 

-18.990 

-21.5% 

-3  591 

-4.9% 

Sub-Total 

1,574.91! 

1,618.046 

1,456.757 

-161.289 

-10.0% 

-118.153 

-7.5% 

Enterprise  &  E-Gov 

Initiatives  (see  Table  2) 

52.920 

94.940 

135.335 

40.395 

42  5% 

82.415 

155.7% 

Total 

1.627.831 

1,712.986 

1,592.092 

-120.894 

-7.1% 

-35.738 

-2.2% 

.'I  Excludes  Grants,  Mandatory.  User  Fees  and  Interagency  Agreements 
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Table  2  HHS  Enterprise  &  E-Gov  Initiatives 
HHS  Enterprise  Initiatives  and  HHS  Participation  In 
Government- Wide  E-Gov  Initiatives  Are  Funded  With 
OPDIV  Contributions  And  The  GDM  IT  Security  & 


Innovation  Fund 


OPDIV 

FY  2002 

FY  2003 

FY  2004 

FDA 

9.290 

17.670 

TBD 

HRSA 

0.752 

3.038 

TBD 

IHS 

1.722 

3.091 

TBD 

CDC 

11.119 

20.504 

TBD 

NIH 

2.981 

13.505 

TBD 

SAMHSA 

0.542 

0.667 

TBD 

AHRQ 

0.151 

1.443 

TBD 

CMS 

2.470 

11.172 

TBD 

ACF 

0.350 

1.385 

TBD 

AoA 

0.025 

0.518 

TBD 

OS 

23.370 

21.015 

TBD 

OIG 

0.148 

0.932 

TBD 

Total 

52.920 

94.940 

135.335 

Mr.  Regular  What  are  the  principal  activities  and  authorities  of  the  HHS 
Facilities  Management  office  under  the  Assistant  Secretary  for  Administration  and 
Management?  How  many  FTE  are  assigned  to  the  office? 

Secretary  Thompson:  The  Office  for  Facilities  Management  and  Policy  (OFMP), 
in  the  Office  of  the  Assistant  Secretary  for  Administration  and  Management,  is 
responsible  for  the  following: 

•  Departmental  policy  development  and  interpretation  for  planning,  design, 
construction,  operations  and  maintenance,  leasing,  building  management, 
environmental  management,  historic  preservation,  physical  security  of  space 
occupied  by  HHS  employees,  and  Occupational  Safety  and  Health  Act  (OSHA) 
implementation; 

plans,  oversees  and  directs  Department-wide  facilities  planning,  design, 
programming  and  construction; 

•  oversees  Operating  Division  (OPDIV)  operations  and  maintenance  of  HHS 
facilities;  property  management  of  leased  facilities;  land  and  space  management; 
disposal  and  transfer  of  HHS  real  property;  environmental  management; 
facilities  energy  management;  historic  preservation;  physical  security  of  space 
occupied  by  HHS  employees;  and  OSHA  reporting; 
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development  of  and  administrative  and  operations  support  to  the  Department's 
Non-IT  Capital  Investment  Review  Board; 

oversight  responsibilities  for  OPDIV  facilities  master  plans  that  call  for  the 
acquisition  and  construction  of  numerous  state-of-the-of  the  art  laboratories, 
research  centers,  office  buildings  and  other  support  facilities;  and 

•  delegated  (GSA)  authority  for  the  operations  and  maintenance  of  the  Hubert  H. 
Humphrey  Building  (HHS  HQ  facility) 

OFMP  current  staffing: 

•  1  Deputy  Assistant  Secretary 

1 1  personnel  reassigned  from  within  ASAM  who  operate,  maintain,  and  manage 
space  in  the  Humphrey  Building 

•  3  personnel  plus  one  detailee  to  coordinate  Departmental  policy  issues  in  the 
areas  of  environmental  management,  energy  management,  historic  preservation, 
physical  security  and  OSHA  reporting 

•  6  personnel  temporarily  detailed  from  other  HHS  components  (CDC,  FDA,  IHS, 
NIH  and  OS)  with  specialized  skills  needed  to  perform  the  OFMP  activities: 

Departmental  Construction  Oversight:  1  Detailee 

Departmental  Capital  Planning:  1  Detailee 

Departmental  Operations  and  Maintenance  Oversight:  1  Detailee 

Departmental  Building  Management  Oversight:  1  Detailee 

Departmental  Leasing  Oversight:  1  Detailee 

Administrative:  1  Detailee 

Mr.  Regula:  What  is  the  status  of  the  human  resources  staffing  reorganization? 
Where  will  the  four  human  resources  sites  be  located  and  which  OPDIV  will  each 
[provide]  service?  Which  entity  is  managing  the  Rockville  human  resources  operation? 

Secretary  Thompson:  The  consolidation  of  human  resources  offices  at  HHS 
continues  on  schedule.  The  four  servicing  centers  -  located  in  Bethesda,  Baltimore, 
Atlanta  and  Rockville  -  will  begin  operations  on  October  1,  2003.  In  preparation  for 
beginning  operations,  the  implementation  team  has  developed  the  structure  and  staffing 
levels  for  the  four  centers,  along  with  a  process  for  identifying  staff  to  move  to  the  new 
organizations. 

The  Bethesda  center  will  provide  service  for  the  National  Institutes  of  Health;  the 
Baltimore  site  will  provide  service  to  the  Centers  for  Medicare  &  Medicaid  Services  and 
the  Indian  Health  Service;  the  Atlanta  center  will  service  the  Centers  for  Disease  Control 
and  Prevention/ Agency  for  Toxic  Substances  and  Disease  Registry;  and  the  Rockville 
site  will  provide  service  for  the  Agency  for  Healthcare  Research  and  Quality,  the 
Administration  on  Aging,  the  Administration  for  Children  and  Families,  the  Health 
Resources  and  Services  Administration,  the  Food  and  Drug  Administration,  the 
Substance  Abuse  and  Mental  Health  Services  Administration,  the  Program  Support 
Center,  and  the  Office  of  the  Secretary.  The  four  servicing  centers  report  to  the  Deputy 
Assistant  Secretary  for  Human  Resources. 
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Mr.  Regular  Provide  a  chart  showing  the  number  of  end  of  year  personnel 
positions  for  human  resources  activities  in  FY02-FY04  by  OPDIV. 

Secretary  Thompson:  The  following  table  portrays  end-of-year  HR  staffing  in 
HHS  for  FY  2002.  The  four  centers  will  be  begin  operations  in  FY  2004  with  941 
staff  -  a  ratio  of  1:75.  This  number  will  decline  in  FY  2004  to  reach  a  ratio  of  1 :82, 
or  860  staff.  In  the  consolidated  model,  all  four  centers  will  be  administratively  part 
of  the  Program  Support  Center,  with  no  human  resources  staff  in  the  Operating 
Divisions. 

Placing  the  four  centers  in  the  Program  Support  Center  allows  HHS  to  fund  them 
on  a  fee-for-service  basis  through  the  Department's  Service  and  Supply  Fund  (SSF). 
This  in  turn  provides  greater  accountability  to  customers,  since  the  Centers'  budgets  are 
reviewed  and  approved  on  annual  basis  by  the  SSF  Board  of  Governors,  which  is  made 
up  of  representatives  from  the  Operating  Divisions.  The  Center  directors  will  report, 
however,  to  the  Deputy  Assistant  Secretary  for  Human  Resources,  not  the  Deputy 
Assistant  Secretary  for  Program  Services.  While  this  reporting  line  is  at  odds  with 
organizational  structure,  it  is  in  full  accord  with  program  management  direction, 
unifying  human  resources  management  responsibility  across  HHS. 

With  the  four  centers  beginning  operations  on  October  1 ,  it  is  impossible  to 
accurately  forecast  human  resources  staff  in  the  Operating  Divisions  on  September  30, 
the  end  of  fiscal  year  2003.  HHS  plans  to  manage  reductions  during  the  remainder  of 
the  fiscal  year,  maintaining  service  but  positioning  staff  for  the  consolidation.  The 
Department  will  use  early  retirement  authority  and  voluntary  separation  incentives  if 
approved  by  the  Office  of  Personnel  Management  to  manage  staff  size.  Operating 
Divisions  will  also  be  looking  to  place  and  re-deploy  human  resources  staff.  These 
unknowns  make  it  impossible  to  forecast  human  resources  staffing  accurately  by 
Operating  Division  at  the  end  of  fiscal  year  2003. 


HHS  Human  Resources  Staffing 
by  Operating  Division  (FY  2002) 


OPDIV 

FY  2002 

CMS 

135 

HRSA 

48 

CDC 

175 

FDA 

188 

IHS 

227 

NIH 

365 

PSC 

113 

Total 

1,251 

58 


Mr.  Regula:  Provide  a  chart  identifying  the  number  of  approved  SES  slots  by 
OPDIV  in  1999  and  2003. 

Secretary  Thompson:  The  following  table  shows  career  SES  positions  in  the 
Department  of  Health  and  Human  Services  at  the  beginning  of  fiscal  years  1999  and 

2003. 


Career  SES  Positions  in  HHS 
Fiscal  Years  1999  and  2003 


OPDIV 

FY  1999 

FY  2003 

OS 

61 

65 

AoA 

2 

2 

CMS  (HCFA) 

38 

37 

ACF 

11 

9 

HRSA 

15 

17  T*  * 

CDC / ATSDR 

23 

25 

FDA 

63 

50  ' 

IHS 

14 

16 

SAMHSA 

11 

10 

NIH 

171 

115 

AHRQ 

3 

3 

Mr.  Regula:  What  is  the  current  and  proposed  end  of  year  FY04  servicing  ratio 
of  human  resources  employees  to  total  staff? 

Secretary  Thompson:  HHS  presently  has  one  human  resources  staff  member  to 
56  staff  (1:56).  At  the  end  of  FY  2004,  HHS's  human  resources  servicing  ratio  will 
be  1:82,  a  level  we  feel  is  attainable  based  on  achieving  economies  of  scale  and 
efficiencies  of  operation  through  consolidation. 

Mr.  Regula:  What  benchmarks  have  been  established  to  judge  customer  service 
as  experienced  by  OPDIVs  as  the  human  resources  consolidation  proceeds? 

Secretary'  Thompson:  HHS  is  developing  and  documenting  baseline  data  on 
current  levels  of  human  resource  services  to  provide  a  basis  for  comparing  current 
human  resources  services  with  those  that  will  be  provided  after  consolidation.  The 
benchmarks  center  on  broad  measures,  including: 
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•  Cost  for  human  resources  services; 

•  Servicing  ratio; 

•  Timeliness  of  key  services  (such  as  classifying  jobs  and  filling  positions), 

•  Customer  satisfaction  (as  measured  by  a  survey  of  managers). 

In  the  past,  HHS  has  not  had  standard  metrics  for  human  resources  services  that 
were  comparable  across  the  Department,  due  to  the  differences  in  service  delivery 
models,  staffing  patterns,  servicing  ratios,  and  populations  serviced.  However,  the 
cross-cutting  metrics  that  have  not  existed  in  the  past  provide  the  very  data  that  HHS 
will  need  to  measure  the  success  of  the  consolidated  centers.  We  believe  that  this  effort 
is  a  key  part  of  the  overall  consolidation,  and  we  expect  to  have  substantive  benchmarks 
of  current  services  completed  in  the  late  spring  before  we  begin  the  staffing  of  the  new 
centers. 

Mr.  Regula:  Have  incentives  and  penalties  been  built  into  the  human  resources 
system  to  recognize  the  findings  of  such  benchmarks? 

Secretary  Thompson:  HHS  has  carefully  considered  how  to  make  the 
consolidated  HR  sites  accountable  to  their  customers.  The  benchmarks  being  developed 
will  provide  a  basis  for  determining  the  success  of  the  consolidated  centers.  The 
consolidation  has  taken  three  additional  important  steps  to  assure  the  centers  are 
accountable  to  customers  and  to  measure  the  success  of  consolidation. 

First,  we  have  actively  engaged  the  Operating  Divisions  in  the  selection  of  the 
center  directors.  Teams  of  OPDIV  managers  conducted  the  interviews  for  the  center 
director  positions  and  recommended  the  top  two  candidates  for  each  job.  By  engaging 
the  OPDIVs  at  this  stage  we  have  made  the  selection  a  joint  process  and  ensured  that 
neither  the  Department  nor  the  OPDIVs  are  solely  responsible  for  filling  the  jobs.  This 
joint  selection  process  assures  that  the  center  directors  are  acceptable  to  both 
Department-level  management  and  to  OPDIV  customers. 

Second,  we  have  designed  the  center  functions  to  specifically  include  senior 
account  managers.  These  account  managers  will  work  with  the  OPDIVs  to  develop 
specific  service  agreements,  spelling  out  services  to  be  provided  as  well  as  standards  for 
timeliness  and  quality.  After  service  agreements  are  developed,  the  account  managers 
will  monitor  success  in  meeting  the  standards  and  work  with  managers  to  resolve 
problems. 

Finally,  we  have  closed  the  loop  on  accountability  by  including  customer 
OPDIVs  in  the  process  of  appraising  the  center  directors'  performance.  Customer 
satisfaction  -  with  input  from  the  customers  -  is  a  key  part  of  the  center  directors' 
appraisals.  This  means  that  customer  service  and  meeting  service  standards  are  more 
than  paper  exercises,  but  are  key  parts  of  accountability  to  customers. 
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LAPSE  OF  FUNDING 

Mr.  Regular  Which  program  within  the  G[D]M  account  was  responsible  for  the 
S2.2  million  lapse  of  funding  in  FY02? 

Secretary  Thompson:  The  following  table  shows  the  accounts  within  the 
General  Departmental  Management  (GDM)  appropriation  with  the  largest  amounts  of 
lapsed  funding  in  FY  2002,  as  shown  in  the  official  accounting  records  as  of  October 
2002.  However,  since  that  time  payments  have  been  made  on  a  number  of  bills  which 
came  in  for  amounts  larger  than  originally  estimated,  and  several  large  posting  errors 
have  been  corrected;  the  result  is  that  the  current  FY  2002  lapsed  amount  for  GDM  is 
now  less.  The  $2.2  million  is  a  lapse  of  0.64  percent  in  an  overall  appropriation  of 
$346.1  million. 


GENERAL  DEPARTMENTAL  MANAGEMENT 
FY  2002  LAPSED  FUNDS 

as  of  October  2002 


STAFFDTV 

LAPSE 

Departmental  Appeals  Board 

$368,136 

Asst  Secy  for  Bucket,  Technology  &  Finance 

331,227 

Asst  Secy  for  Administration  &  Management 

265,606 

Office  of  Emergency  Preparedness  (OEP) 

262,609 

Overhead/  Service  &  Supply  Fund  Payments 

252,702 

Office  of  Public  Health  &  Sconce  (except  OEP) 

205,030 

Immediate  Office  of  the  Secretary 

163,194 

Office  of  the  General  Counsel 

123,021 

All  other  GDM 

255,113 

Total 

$2,226,638 

61 


FAITH-BASED  AND  COMMUNITY  INITIATIVES 

Mrs.  Northup:  I  am  happy  to  see  that  the  Department  has  focused  support  on 
programs  that  link  faith-  and  community-based  organizations.  State  and  local 
governments,  and  Federal  partners.  Numerous  faith-based  programs  in  my  district  have 
shown  considerable  success  in  their  ability  to  reach  out  and  meet  the  needs  of  the  people 
of  Louisville  every  day.  From  counseling  the  troubled  to  feeding  the  hungry  and  caring 
for  the  disabled,  I  have  been  impressed  with  their  commitment  and  capacity  to  serve. 
These  creative  organizations  operate  on  less  than  significant  amounts  of  money  with 
great  success.  What  process  does  the  Department  of  Health  and  Human  Services  utilize 
in  assessing  the  suitability  of  faith-based  partners  for  government  support? 

Secretary  Thompson:  Unfortunately,  in  the  past  faith-based  groups  were  not 
given  fair  access,  because  of  their  affiliation.  One  of  the  goals  of  this  Administration  is 
to  level  the  playing  field  by  removing  barriers  to  the  full  participation  of  faith-based  and 
community  organizations  so  that  they  have  an  equal  opportunity  to  participate  in 
federally  funded  programs.  The  HHS  Center  for  Faith  Based  and  Community  Initiatives 
has  been  fully  integrated  into  the  Department,  working  with  the  Administration  for 
Children  and  Families,  Health  Resources  and  Services  Administration,  and  the 
Substance  Abuse  and  Mental  Health  Services  Administration,  among  others  to 
coordinate  a  comprehensive  effort  to  incorporate  faith-  and  community  organizations; 
identify  barriers  to  the  participation  of  faith-  and  community  organizations;  and  to 
coordinate  outreach  to  disseminate  information  more  effectively  to  faith-  and 
community  organizations. 

HHS  is  committed  to  ensuring  that  faith-based  organizations  are  treated  no 
differently  than  other  organizations  eligible  for  federal  funding  from  this  Department. 
All  proposed  grantees,  whether  or  not  they  are  faith-based,  are  expected  to  meet  the 
terms  and  conditions  of  the  award.  This  includes  any  special  award  conditions  which 
may  be  imposed  to  protect  the  Government's  interests  and  effect  positive  change  in  a 
grantee's  performance  or  compliance,  including  the  quality  of  their  management  system. 
All  applications  are  initially  ranked  based  on  scores  prepared  by  independent  reviewers. 
After  the  award  is  made,  grants  management  and  program  staff  work  with  applicants  to 
ensure  that  approved  applications  adhere  to  administrative,  programmatic,  and  technical 
requirements. 

Mrs.  Northup:  Can  you  elaborate  on  the  types  of  programs  and  funding  available 
for  such  organizations  under  the  current  budget? 

Secretary  Thompson:  Faith-based  and  community  organizations  are  eligible  to 
receive  and  administer  a  wide  range  of  "Federal  financial  assistance"  -  assistance 
provided  to  non-Federal  entities  for  which  nonprofits  are  eligible.  This  includes  grants, 
contracts,  loans,  loan  guarantees,  property,  cooperative  agreements,  food  commodities, 
direct  appropriations,  or  other  assistance,  whether  they  are  administered  by  the  Federal 
Government,  or  by  a  State  or  local  government. 
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While  there  are  some  programs  within  HHS'  budget  request  that  focus  on  faith- 
based  and  community  groups  it  is  important  to  emphasize  that  HHS  administers  a  wide 
range  of  social  service  programs  that  can  be  administered  by  faith-based  and  community 
organizations  including:  child  care  services,  protective  services  for  children  and  adults, 
services  for  children  and  adults  in  foster  care,  adoption  services,  services  related  to  the 
management  and  maintenance  of  the  home,  day  care  services  for  adults,  and  services  to 
meet  the  special  needs  of  children,  older  individuals,  and  individuals  with  disabilities 
(including  physical,  mental,  or  emotional  disabilities),  services  directed  at  reducing 
poverty,  improving  opportunities  for  low-income  children,  revitalizing  low-income 
communities,  empowering  low-income  families  and  low-income  individuals  to  become 
self-sufficient,  or  otherwise  helping  people  in  need,  health  support  service,  literacy  and 
mentoring  programs,  services  for  the  prevention  and  treatment  of  juvenile  delinquency 
and  substance  abuse,  services  for  the  prevention  of  crime  and  the  provision  of  assistance 
to  the  victims  and  the  families  of  criminal  offenders,  and  services  related  to  intervention 
in,  and  prevention  of,  domestic  violence.  The  goal  of  the  initiative  is  to  ensure  that 
faith-based  and  community  groups  have  full  access  to  programs  and  funding  sources  that 
they  have  been  unfairly  denied  access  to  in  the  past. 

There  are  a  number  of  specific  programs  I  would  highlight  within  the  current 
budget  request:  Head  Start  and  the  new  Mentoring  Children  of  Prisoners  program 
administered  by  the  Administration  for  Children  and  Families  (ACF);  Substance  Abuse 
Treatment  and  HIV/AIDS  programs  managed  by  the  Substance  Abuse  and  Mental 
Health  Services  Administration  (SAMHSA);  as  well  as  Healthy  Start  and  Transitioning 
Healthy  Child  Care  America  programs  administered  by  the  Health  Resources  and 
Services  Administration  (HRSA),  among  many  other  opportunities. 

It  is  HHS1  goal  to  ensure  that  faith-based  and  community  organizations  receive 
appropriate  guidance  regarding  requirements  that  apply  to  federal  funds  that  they  may 
receive.  In  December  of  2002,  SAMHSA  and  ACF  published  proposed  charitable 
choice  provisions  for  several  of  their  programs.  The  comment  period  has  closed,  and 
the  agencies  are  currently  analyzing  comments  in  preparation  for  drafting  final 
regulations.  The  proposed  rules  would  ensure  that  religious  organizations  are  treated 
equally  with  others  when  applying  for  HHS  funds,  and  would  also  protect  them  from 
having  to  make  changes  affecting  their  religious  character  when  using  those  funds.  They 
would  also  make  clear  that  organizations  must  serve  all  individuals  who  are  eligible  for 
HHS  services  equally,  regardless  of  their  religious  affiliation  or  beliefs.  Further,  the 
proposed  regulations  clarify  that  federal  funds  may  not  be  used  to  pay  for  religious 
activities.  The  proposed  rules  also  provide  for  referrals  to  alternative  providers  if  an 
individual  objects  to  an  organization's  religious  character. 

HHS  has  undertaken  several  programs  of  special  interest  to  faith-based  and 
community  organizations.  In  September  of  2002,  HHS  awarded  S30  million  in  grants 
from  the  Compassion  Capital  Fund.  Among  other  things,  funding  from  the  Compassion 
Capital  Fund  supports  twenty-one  intermediary  organizations  that  will  provide  technical 
assistance  to  help  faith-based  and  community  organizations  effectively  access  funding 
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sources,  operate  and  manage  their  programs,  and  develop  and  train  staff.  The  FY  2004 
President's  Budget  continues  a  commitment  to  support  faith-based  and  community 
organizations,  requesting  a  total  of  $100  million  for  the  Compassion  Capital  Fund.  The 
2004  Budget  also  requests  $50  million  for  the  Mentoring  Children  of  Prisoners  program. 
Through  support  for  these  organizations  positive  outcomes  can  be  achieved. 

HOMELESSNESS 

Mrs.  Northup:  Over  the  past  several  years,  I  have  been  concerned  that  the 
organizations  meeting  the  needs  of  the  hardest  to  serve  populations  are  receiving 
minimal  Federal  funding,  while  other  service  providers  are  receiving  larger  amounts  to 
serve  "easier"  populations.  One  of  the  harder-  to-serve  populations  that  I  am 
particularly  concerned  about  is  the  homeless,  a  group  that  I  believe  to  be  continually 
overlooked  in  the  distribution  of  Federal  funding.  Mental  health  centers  in  my  home 
district  of  Louisville  alone  receive  $66  million  annually  from  Medicaid,  State  grant  and 
other  Federal  funding  sources.  Out  of  that  figure,  approximately  $6  million  is  devoted 
to  contracts  serving  the  most  difficult  cases.  Do  you  believe  that  mental  health  service 
providers,  particularly  community  mental  health  centers,  are  adequately  targeting 
resources  to  individuals  with  the  most  severe  mental  illnesses? 

Secretary  Thompson:  There  are  many  competing  demands  on  the  scarce 
resources  available  for  mental  health  services.  Each  State  determines  its  expenditures 
based  on  advice  and  assistance  from  many  sources.  The  SAMHSA  Mental  Health 
Services  Block  Grant  program,  which  represents  an  average  of  only  1  to  3  percent  of  a 
State's  total  expenditure  on  mental  health  services,  requires  that  each  State  develop  a 
plan  on  how  all  of  their  resources  will  be  utilized.  Because  the  remaining  funds  are 
provided  by  Medicaid,  Medicare,  State  and  local  revenues,  and  other  Federal  and  non- 
Federal  sources,  the  targeting  of  mental  health  resources  is  a  continuing  issue.  However, 
we  are  seeing  some  progress  in  influencing  the  targeting  of  State  expenditures.  Funds 
from  the  Mental  Health  Block  Grant  can  only  be  used  in  providing  comprehensive 
community  mental  health  services  to  adults  with  a  serious  mental  illness  and  to  children 
with  a  serious  emotional  disturbance.  These  are  often  the  hardest  to  serve.  We  also 
anticipate  that  the  upcoming  final  report  from  the  President's  New  Freedom 
Commission  on  Mental  Health  will  guide  us  in  responding  to  these  and  other  critical 
mental  health  needs. 

Mrs.  Northup:  How  can  we  ensure  cooperation  among  mental  health  service 
providers  in  delivering  a  seamless  support  system  for  these  hard-to-serve  populations? 

Secretary  Thompson:  HHS/SAMHSA  has  been  working  to  address  the  issue  of 
cooperation  among  mental  health  service  providers  through  our  systems  coordination 
and  integration  efforts  to  ensure  that  there  is  "No  Wrong  Door"  to  services.  For 
example,  in  FY  2003,  HHS,  HUD  and  the  VA  in  a  collaborative  effort,  have  issued  a 
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joint  grant  announcement  aimed  at  providing  housing  and  health,  mental  health,  and 
substance  abuse  services  in  a  seamless  support  system  for  the  homeless.  We  do 
recognize  that  we  still  have  a  long  way  to  go. 

We  expect  that,  when  it  is  available,  the  final  report  from  the  President's  New 
Freedom  Commission  on  Mental  Health  will  guide  us  in  responding  to  these  and  other 
critical  mental  health  needs.  The  Commission  acknowledges  the  fragmentation  of 
services  that  exists  within  the  current  system  of  care  and  we  expect  to  be  fully 
responsive  to  their  recommendations. 

SAMARITAN  INITIATIVE 

Mrs.  Northup:  Following  up  on  the  homeless  issue  and  its  application  to  Health 
and  Human  Services,  I  have  had  numerous  conversations  with  officials  from  the 
Interagency  Homelessness  Council  regarding  the  integration  of  housing  and  support 
services  for  this  population.  I  understand  that  the  Bush  Administration  has  undertaken 
HHS/VA-HUD  "Policy  Academics"  to  educate  States  on  the  vast  array  of  services  that 
are  available  to  homeless  individual  in  their  States  and  to  encourage  cooperation 
between  sometimes  disparate  agencies.  Continuing  in  its  commitment  to  end  chronic 
homelessness  within  a  decade,  the  Administration  has  also  implemented  a  new 
Samaritan  Initiative.  This  initiative,  supporting  the  most  promising  strategies  to  move 
the  homeless  off  the  streets,  includes  a  new  comprehensive  competitive  grant  to  be 
jointly  administered  by  HUD,  HHS  and  VA.  Have  any  specific  efforts  been  devoted  to 
planning  for  this  Samaritan  Initiative  by  the  Department  of  Health  and  Human  Services? 

Secretary  Thompson:  HHS  and  HUD  staff  have  been  working  together  for  the 
last  two  years  to  improve  the  provision  of  services  to  chronically  homeless  persons. 
Examples  of  this  collaboration  include:  listing  and  defining  the  health  and  social 
services  needed  by  chronically  homeless  people,  developing  the  agendas  for  State  Policy 
Academies  on  chronically  homeless  people  and  homeless  families  with  children,  and 
establishing  the  Joint  Chronic  Homelessness  Initiative  which  provides  housing,  health 
and  social  services,  and  veterans  services  through  a  joint  grant  application.  These 
collaborations  have  laid  the  foundation  for  HHS  to  participate  with  HUD  in  the 
development  of  the  Samaritan  Initiative. 

Mrs.  Northup:  What  do  you  see  as  the  primary  obstacles  to  effective 
collaboration  between  government  agencies  with  overlapping  service  populations? 

Secretary  Thompson:  The  Joint  Chronic  Homelessness  Initiative,  which  is  a 
HUD,  HHS  and  VA  initiative,  demonstrates  that  agencies  can  collaborate  on  projects 
which  serve  overlapping  populations.  It  also  points  out  some  of  the  difficulties  that  may 
be  encountered.  Most  notably,  variations  among  the  authorizing  statutes  of  government 
programs  can  make  effective  collaboration  between  government  agencies  a  challenge. 
Such  variation  can  include  who  is  eligible  to  receive  services,  which  specific  services 
can  be  provided,  which  types  of  organizations  can  receive  funds  to  provide  these 
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services  and  how  these  organizations  apply  and  account  for  the  funds  they  receive.  For 
example,  under  the  Joint  Chronic  Homelessness  Initiative,  funds  for  services  for 
homeless  veterans  can  only  be  provided  through  the  VA  hospitals  and  clinics.  HUD  is 
seeking  new  authorizing  legislation  for  the  Samaritan  Initiative  to  address  some  of  these 
differences. 

NURSING  SHORTAGE 

Mrs.  Northup:  According  to  a  study  released  by  the  Southern  Regional 
Educational  Board  (SREB)  in  February  2002,  a  serious  shortage  of  nursing  faculty  was 
documented.  The  survey  found  that  unfilled  faculty  positions,  resignations,  projected 
retirements  and  the  shortage  of  graduate  students  being  prepared  for  the  faculty  role  pose 
a  threat  to  the  nursing  education  workforce  over  the  next  five  years.  The  nursing 
shortage  remains  a  tremendous  concern  across  the  nation.  In  2002,  Congress  passed  and 
President  Bush  signed  the  Nurse  Reinvestment  Act  into  law  and,  in  FY  2003,  Congress 
provided  start  up  funding  of  S20  million  for  programs  to  retain  nurses,  provide 
scholarships  to  nursing  students,  focus  on  practice  areas  of  highest  need  such  as 
geriatrics,  and  attract  nurses  into  the  faculty  role.  Could  you  update  us  on  the 
implementation  of  these  programs?  Will  they  will  be  operational  in  FY  2003? 

Secretary  Thompson:  The  signing  of  the  Nurse  Reinvestment  Act  marked  a 
significant  step  forward  in  America's  commitment  to  ensuring  that  our  health  care 
system  remains  the  best  in  the  world.  This  year,  we  will  begin  implementing  the  new 
scholarship  portion  of  the  loan  repayment  and  scholarship  program,  the  new  retention 
portions  of  the  nurse  education,  practice,  and  retention  grants  program,  the  new  nurse 
faculty  loan  program,  and  the  new  comprehensive  geriatric  education  program. 

Under  the  scholarship  program,  nursing  students  will  receive  financial  assistance 
for  educational  costs  in  return  for  at  least  two  years  of  service  at  a  health  care  facility 
with  a  critical  shortage  of  nurses.  The  revised  loan  repayment  provision  of  this  program 
also  requires  service  obligations  to  be  fulfilled  at  health  care  facilities  with  critical 
nursing  shortages.  New  efforts  to  retain  nurses  will  include  internship  and  residency 
programs  to  ease  the  transition  from  the  classroom  to  the  workplace.  The  faculty  loan 
program  will  allow  nursing  schools  to  award  educational  loans  to  individuals  seeking 
advanced  training  to  become  nursing  faculty.  Finally,  a  new  broad-based  geriatric 
education  program  will  be  implemented  to  enhance  training  to  address  the  rapidly 
growing  need  for  elderly  care.  These  programs  will  be  implemented  and  operational  in 
FY  2003.  We  anticipate  making  application  materials  available  in  April  and  May  and 
funding  them  by  the  end  of  the  fiscal  year. 

NATIONAL  SAMPLE  SURVEY  OF  REGISTERED  NURSES 

Mrs.  Northup:  In  this  time  of  nursing  shortage  the  availability  of  timely 
workforce  data  is  essential.  Last  year,  you  unveiled  the  National  Sample  Survey  of 
Registered  Nurses.  This  is  the  seventh  survey  that  has  been  conducted  and  is  the 
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nation's  most  extensive  and  comprehensive  source  of  statistics  on  all  those  currently 
licensed  to  practice  in  the  United  States,  whether  or  not  they  are  employed  in  Nursing. 
This  survey  was  conducted  in  the  year  2000.  This  data  is  critical  to  focusing  Federal 
efforts  on  the  nursing  workforce  which  is  key  to  our  public  health,  homeland  security, 
and  national  defense.  Are  plans  underway  for  the  next  survey  on  the  nursing  workforce? 
When  will  the  process  begin  and  what  can  be  done  to  assure  timely  release  of  the  data? 

Secretary  Thompson:  We  are  currently  on  schedule  to  begin  our  eighth  National 
Sample  Survey  of  Registered  Nurses.  This  survey,  which  is  conducted  every  four  years, 
is  scheduled  to  begin  collecting  data  in  March  of  2004. 

At  this  time  we  are  in  the  process  of  obtaining  OMB  clearance  to  conduct  the 
survey  while  simultaneously  awarding  a  contract  to  perform  the  work.  We  do  not 
foresee  any  problems  that  might  affect  timely  release  of  the  survey's  findings. 
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CLINICAL  LABORATORY  IMPROVEMENT  AMENDMENTS  REGULATIONS 

Mr.  Cunningham:  Mr.  Secretary,  there  are  companies  in  my  district  who 
manufacture  diagnostic  tests.  These  companies  have  expressed  concerns  to  me 
regarding  regulations  recently  published  by  the  Centers  for  Medicare  &  Medicaid 
Services  (CMS)  with  respect  to  the  Clinical  Laboratory  Improvement  Amendments  of 
1988  (CLIA).  Specifically,  they  are  concerned  that  CMS  intends  to  implement  these 
new  regulations  on  April  24th  without  having  ready  inspection/compliance  guidelines 
(Surveyor  Guidelines)  to  accompany  the  new  rule.  There  is  ambiguity  in  the  rule  itself 
about  which  approaches  to  quality  control  will  be  CLIA  compliant,  and  CMS  has  sent 
conflicting  signals  about  whether  the  agency's  draft  new  guidelines  will  be  published 
and  available  by  March  31st ,  and  therefore  whether  laboratory  directors  will  have  the 
guidance  they  need  prior  to  the  effective  date  of  the  regulation.  In  light  of  these 
concerns,  Mr.  Secretary,  could  you  please  provide  some  clarification:  When  will  CMS 
publish  the  draft  Surveyor  Guidelines  for  the  new  CLIA  standards? 

Secretary  Thompson:  The  "draft"  Surveyor  Guidelines  have  been  released  for 
review  and  feedback  to  experts  in  the  laboratory  community,  manufacturers, 
professional  organizations,  and  State  and  Regional  CLIA  consultants.  Once  this 
feedback  has  been  received  and  evaluated,  we  anticipate  a  fall  publication  date  for  the 
guidelines.  The  guidelines  will  also  appear  on  our  CLIA  web  site. 

Mr.  Cunningham:  Does  CMS  intend  for  these  Guidelines  to  allow  laboratories 
furnishing  nonwaived  tests  with  "internal"  or  "built-in"  quality  control  mechanisms  to 
satisfy  quality  control  requirements  under  the  new  rule  by  following  manufacturer's 
instructions  with  respect  to  these  items? 

Secretary  Thompson:  The  use  of  "internal"  or  "built-in"  controls  is  dependent 
on  whether  these  controls  meet  or  exceed  the  requirements  now  at  42  CFR  Part 
493.1256(d)(3).  In  the  event  they  meet  or  exceed  the  new  requirements,  the  laboratories 
must  follow  manufacturer's  instructions.  A  laboratory's  decision  to  use  test  systems 
with  "internal"  or  "built-in"  controls  is  contingent  upon  the  quality  system  the  laboratory 
uses  to  ensure  and  improve  the  accuracy  of  testing  and  whether  these  controls  monitor 
the  precision  and  accuracy  of  the  complete  analytical  process. 
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HEAD  START  PROGRAM 

Mr.  Obey:  Secretary  Thompson,  the  Administration  has  indicated  that  it  is 
considering  transferring  Head  Start  from  the  Department  of  Health  and  Human  Services 
to  the  Department  of  Education.  However,  it  has  not  forwarded  this  proposal  to  the 
Congress.  Furthermore,  the  Administration  has  requested  funding  for  Head  Start  in  the 
budget  request  for  the  Administration  for  Children  and  Families  in  HHS.  Can  you 
please  tell  me  if  the  President  has  made  a  decision  on  this  issue,  and,  if  so,  when  we 
should  expect  to  receive  the  appropriate  notification? 

Secretary  Thompson:  The  President's  FY  2004  budget  proposes  to  move  Head 
Start  to  the  Department  of  Education  effective  FY  2005.  FY  2004  is  proposed  as  a 
transition  year  where  the  program  will  continue  to  be  administered  by  the  Department  of 
Health  and  Human  Services  while  preparations  are  made  to  assure  an  orderly  transfer  to 
the  Department  of  Education. 

Mr.  Obey:  The  Administration's  budget  also  states  that  it  will  propose 
legislation  to  reauthorize  the  appropriate  sections  of  the  Head  Start  Act.  However,  the 
only  information  we  have  seen  is  the  "Policy  Paper"  on  the  White  House  Website.  What 
is  the  status  of  the  reauthorization  proposal?  Has  the  Department  of  Health  and  Human 
Services  participated  in  drafting  the  reauthorizing  legislation?  Other  than  reading  the 
White  House  Website,  when  should  the  Congress  expect  to  receive  the  legislative 
proposal? 

Secretary  Thompson:  The  single  most  important  goal  of  the  Head  Start 
reauthorization  should  be  to  improve  Head  Start  and  other  preschool  programs  to  ensure 
children  are  prepared  to  succeed  in  school.  The  Administration's  Head  Start  Policy 
Book  presents  a  framework  to  improve  school  readiness  by  allowing  interested  States  to 
integrate  State  and  federal  preschool  programs  including  Head  Start  into  a  cohesive 
system.  The  Administration  is  working  with  the  authorizing  committees  to  translate  the 
framework  into  legislation  as  part  of  Head  Start  reauthorization. 

Mr.  Obey:  Head  Start  is  acknowledged  as  a  highly  successful  program  in 
helping  prepare  young  children  for  school.  On  February  24,  2003,  you  sent  a  letter  to 
Congressman  Boehner  in  which  you  Stated  that  HHS'  annual  monitoring  of  Head  Start 
grantees  had  found  that  85%  of  the  grantees  reviewed  had  provided  quality  services, 
with  the  remaining  15%  requiring  some  corrective  actions.  I  am  pleased  to  hear  you 
acknowledge  the  effectiveness  of  the  Head  Start;  however,  I  am  puzzled  to  hear  that  the 
Administration  is  contemplating  major  changes  to  the  program.  Is  the  Administration 
planning  to  change  the  fundamental  mission  of  the  Head  Start  program  which  has 
focused  on  all  aspects  of  child  development?  If  so,  why? 

Secretary  Thompson:  To  strengthen  the  Head  Start  program,  improve  services  to 
low-income  children,  and  promote  the  coordination  and  integration  of  comprehensive 
early  care  and  education  services,  the  Administration  is  asking  Congress  to  include  in 
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the  reauthorization  of  the  Head  Start  Act  a  provision  that  will  allow  interested  States  to 
include  Head  Start  in  their  preschool  plans. 

Under  this  proposal,  States  will  be  offered  the  opportunity  to  better  coordinate 
preschool  programs  with  Head  Start  programs  in  exchange  for  meeting  certain 
accountability  requirements.  States  wishing  to  participate  must  submit  a  plan  for 
approval  that  addresses  several  fundamental  issues  concerning  preschool  education. 

The  State  plan  must  address  how  it  will  work  with  the  public  school  system  to 
develop  goals  for  all  preschool  programs  in  the  State;  identify  guidelines  that  preschool 
programs  can  use  to  achieve  these  goals;  devise  an  accountability  system  to  determine 
whether  children  are  achieving  the  goals;  provide  professional  development  for 
preschool  teachers  and  administrators;  and,  help  parents  provide  support  for  children  to 
succeed  in  kindergarten.  In  addition,  States  must  describe  how  they  will  maintain  the 
comprehensive  range  of  child  development  services  for  children  in  Head  Start,  including 
the  provision  of  social,  parental,  and  health  services. 

Mr.  Obey:  I  am  also  hearing  that,  as  part  of  the  Head  Start  restructuring,  the 
Administration  is  planning  to  change  it  to  a  formula  grant  program  to  States  which  many 
of  the  advocacy  groups  think  is  a  prelude  to  dismantling  Head  Start.  You  yourself  have 
acknowledged  the  effectiveness  of  the  Head  Start  program  and  the  existing  grantees, 
which  makes  it  all  the  more  troublesome  to  hear  that  the  Administration  is  considering 
making  this  a  formula  grant  to  the  States.  Please  clarify  the  Administration's  intentions 
for  me.  Does  the  Administration  plan  to  make  the  Head  Start  program  a  formula  grant 
program? 

Secretary  Thompson:  No,  the  Administration  is  not  proposing  to  make  Head 
Start  a  formula  grant  program.  Under  the  Administration's  proposal,  States  will  be 
offered  the  opportunity  to  better  coordinate  preschool  programs  with  Head  Start 
programs  in  exchange  for  meeting  certain  accountability  requirements.  States  wishing 
to  participate  must  submit  a  plan  for  approval  that  addresses  several  fundamental  issues 
concerning  preschool  education  as  described  above. 

Mr  Obey:  What  role,  if  any,  do  you  foresee  for  the  current  Head  Start  grantees? 
Does  this  Administration  see  a  role  for  the  Head  Start  community  which  has  contributed 
to  the  success  of  this  program? 

Secretary  Thompson:  The  single  most  important  goal  of  the  Head  Start 
reauthorization  should  be  to  improve  Head  Start  and  other  preschool  programs  to  ensure 
children  are  prepared  to  succeed  in  school.  The  Administration's  proposal  will  give 
States  the  flexibility  to  integrate  preschool  programs  with  Head  Start  programs  for  the 
State  or  a  region  within  the  State.  This  approach  allows  States  to  draw  on  the  strengths 
of  existing  Head  Start  programs  while  fostering  comprehensive,  high  quality  preschool 
programs.  In  States  that  don't  elect  this  option,  Head  Start  will  continue  to  be  managed 
as  a  Federal-to-local  program. 
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Mr.  Obey:  What  is  the  Administration's  objective  in  making  the  Head  Start 
program  a  formula  grant  program  to  the  States? 

Secretary  Thompson:  The  Administration  is  not  proposing  to  make  Head  Start  a 
formula  grant  program.  Under  the  Administration's  proposal,  States  will  be  offered  the 
opportunity  to  better  coordinate  preschool  programs  with  Head  Start  programs  in 
exchange  for  meeting  certain  accountability  requirements.  States  wishing  to  participate 
must  submit  a  state  plan  for  approval.  Head  Start  will  continue  to  be  managed  as  a 
Federal-to-local  program,  except  in  those  instances  where  States  have  an  approved  State 
plan  for  comprehensive  and  integrated  preschool  services. 

Mr.  Obey:  Is  this  an  attempt  to  help  bail  out  States,  which  are  currently 
experiencing  financial  difficulties? 

Secretary  Thompson:  Any  State  choosing  to  develop  a  plan  for  comprehensive 
and  integrated  preschool  services  that  is  approved  must  continue  to  serve  as  many  Head 
Start  eligible  three-and  four-year  olds  as  are  currently  being  served  through  Head  Start 
and  they  must  provide  the  comprehensive  services  currently  found  in  Head  Start, 
including  social,  family,  and  human  services.  In  addition,  States  must  maintain  their 
current  level  of  State  spending  on  preschool  programs.  Therefore,  States  will  not  be 
able  to  cut  back  on  state  preschool  spending  because  they  now  have  Head  Start  dollars. 

Mr.  Obey:  Given  the  financial  situation  in  many  of  our  States  and  the  heavy 
burden  imposed  by  the  requirements  of  the  "No  Child  Left  Behind  Act,"  the  prospect  of 
taking  funding  from  successful  Head  Start  grantees  and  giving  it  to  States  which  have 
had  little  interest  in  pre-kindergarten  programs  is  troublesome.  How  can  we  ensure  that 
the  States  will  continue  the  same  level  and  quality  of  services  currently  provided  by  the 
Head  Start  program? 

Secretary  Thompson:  The  Administration's  purpose  in  making  this  option 
available  to  States  is  to  allow  States  to  improve  coordination  of  preschool  programs  and 
Head  Start  programs  to  better  meet  the  needs  of  children.  States  will  receive  Head  Start 
dollars  only  when  they  have  an  approved  plan  in  place  that  supports  this  goal.  Any  State 
that  takes  advantage  of  this  option  will  be  expected  to  make  a  commitment  to  maintain 
the  integrity  of  the  comprehensive  nature  of  Head  Start  services,  including  social, 
family,  and  health  services.  At  the  same  time,  States  must  improve  the  educational 
components  of  Head  Start. 

Mr.  Obey:  The  Head  Start  program  has  placed  a  special  emphasis  on  teacher 
quality,  particularly  on  improving  teacher  credentials.  What  will  happen  to  Head  Start 
quality  initiatives  under  the  Administration's  proposal? 

Secretary  Thompson:  Under  the  Administration's  proposal,  States  will  be 
offered  the  opportunity  to  better  coordinate  preschool  programs  with  Head  Start 
programs  in  exchange  for  meeting  certain  accountability  requirements.  States  choosing 
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to  participate  must  submit  a  State  plan.  One  of  the  requirements  for  the  State  plan  is  to 
ensure  the  ongoing  professional  development  of  staff  and  administrators. 

Mr.  Obey:  Does  the  Administration  plan  to  establish  similar  quality  standards 
for  State  programs,  especially  those  regarding  teacher  credentials? 

Secretary  Thompson:  Under  the  Administration's  proposal,  States  will  be 
offered  the  opportunity  to  better  coordinate  preschool  programs  with  Head  Start 
programs  in  exchange  for  meeting  certain  accountability  requirements.  States  choosing 
to  participate  must  submit  a  State  plan  for  approval.  One  of  the  requirements  for  the 
State  plan  is  to  ensure  the  ongoing  professional  development  of  staff  and  administrators. 
Both  the  Secretary  of  Health  and  Human  Services  and  the  Secretary  of  Education  must 
approve  the  state  plan  before  a  State  can  receive  Head  Start  dollars. 

Mr.  Obey:  In  the  FY  2004  budget,  President  Bush  has  proposed  a  $150.8  million 
cut  to  the  Community  Services  Block  Grant  program  from  $646  million  in  FY  2003  to 
$495  million  in  FY  2004,  a  23%  cut.  The  Administration  has  stated  that  this  reduction 
is  based  on  the  lack  of  strong  performance  data  for  this  program.  Please  describe  the 
process  for  developing  performance  measures. 

Secretary  Thompson:  The  Administration  is  working  collaboratively  with  State 
Community  Services  Block  Grant  (CSBG)  authorities  and  local  eligible  entities  to 
identify  approximately  10  to  12  national  performance  indicators  for  the  CSBG  program. 
Most  of  the  outcome  measures  being  considered  are  those  for  which  data  are  now  being 
collected  from  a  majority  of  States  and  eligible  entities  through  "Results  Oriented 
Management  and  Accountability,"  or  ROMA.  ROMA  has  been  a  bottom-up,  mostly 
voluntary,  process  over  the  past  nine  years  to  install  performance-based  systems  among 
States  and  local  agencies  receiving  CSBG  funding.  By  making  these  outcome  measures 
mandatory,  as  part  of  the  CSBG  reauthorization,  more  consistent  data  can  be  collected 
and  an  analysis  of  effectiveness  can  be  conducted  for  each  grantee. 

Mr.  Obey:  Does  the  Department  have  standards  or  guidelines  for  performance 
measures?  Whose  responsibility  is  it  to  establish  the  performance  measures?  Is  it  the 
responsibility  of  the  States  which  receive  the  grants  and  make  grant  awards?  Or  is  it  the 
responsibility  of  the  individual  grantees? 

Secretary  Thompson:  From  its  inception,  ROMA  has  been  premised  on 
collaboration  among  the  Federal,  State  and  local  entities  that  comprise  the  Community 
Services  Block  Grant  (CSBG)  Community  Services  Network.  The  Administration  for 
Children  and  Families  (ACF)  has  used  training  and  technical  assistance  to  underwrite 
the  development  of  voluntary  national  goals  to  focus  the  work  of  agencies  receiving 
CSBG  funding,  model  tools  for  measuring  family,  community,  and  agency  outcomes, 
and  provide  training  of  State  and  local  program  officials  on  how  to  utilize  outcome- 
focused  management  principles  to  redesign  and  strengthen  service  delivery  strategies, 
family  and  community  outcomes.  As  indicated,  ACF  is  already  engaged  in  a 
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collaborative  process  with  States  and  local  eligible  entities  to  identify  those  outcome 
measures  to  be  included  in  the  statutory  revisions  proposed  by  the  Administration  as  part 
of  the  CSBG  reauthorization.  These  measures  will  be  applied  consistently  to  all  CSBG 
grantees. 

Mr.  Obey:  What  kind  of  technical  assistance  does  the  Department  provide  to  the 
States  and/or  to  the  grantees? 

Secretary  Thompson:  The  Administration  for  Children  and  Families  (ACF)  has 
underwritten  several  national  training,  and  information-sharing  resources  focused  on 
implementing  CSBG-funded  programs  in  a  manner  that  is  consistent  with  the  statute's 
antipoverty  mission,  and  that  encourages  performance-based  programs  at  the  State  and 
local  levels.  Funds  have  supported  a  national  academy  to  train  veteran  and  new  State 
and  local  community  action  executives  in  performance-based  management  concepts;  a 
national  ROMA  clearinghouse;  and  several  other  executive  leadership  programs  that 
promote  creative,  outcome-focused  approaches  to  community  action  management. 

COMPASSION  CAPITAL  FUND 


Mr.  Obey:  The  President's  budget  includes  a  request  for  $100  million  for  the 
Compassion  Capital  Fund,  an  increase  of  $65.2  million  over  the  FY  2003  appropriated 
level.  This  would  nearly  triple  the  funding  for  this  initiative.  It  is  a  substantial  increase 
by  any  standard;  however,  it  is  an  extraordinary  increase  for  a  relatively  new  initiative. 
What  is  the  status  of  the  funding  appropriated  for  this  initiative  since  it  was  begun  the 
first  year  of  this  Administration?  Have  you  obligated  the  funding?  When  and  to  whom 
were  these  funds  obligated? 

Secretary  Thompson:  The  Compassion  Capital  Fund  was  established  in  the 
second  year  of  this  Administration  (FY  2002).  Funds  appropriated  in  FY  2002  have 
been  obligated  in  four  areas: 

•        $24,773, 1 1 7  for  the  Compassion  Capital  Fund  Demonstration  Program  (2 1 
grantees). 

$858,809  for  Compassion  Capital  Fund  "Research  and  Studies  Related  to  Social 
Services  Provided  by  Faith-Based  and  Community-Based  Organizations"  (4 
grantees). 

Approximately  $2  million  for  a  contract  to  establish  a  National  Resource  Center 
for  faith-based  and  community  organizations  and  to  provide  technical  assistance 
to  the  Compassion  Capital  Fund  intermediary  grantees. 

$1,350,000  for  a  contract  to  examine  services  and  best  practices  of  intermediary 
organizations  and  the  faith-based  and  community  organizations  they  serve. 
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A  list  of  the  grantees  and  contractors  is  provided  below: 

Compassion  Capital  Fund  Demonstration  Program 


United  Way  of  Massachusetts  Bay 

MA  S  2,000,000 

JV A  Consulting,  Inc. 

CO 

$  1,008,547 

Christian  Community  Health  Fellowship 

IL 

$  1,128,330 

The  National  Center  for  Faith  Based  Initiative 

FL 

S  700,000 

Montana  Office  of  Rural  Health 

MT 

$614,555 

Associated  Black  Charities,  Inc. 

MD 

$  1,500,000 

Clemson  University 

SC 

S  1,033,341 

Southeast  Asia  Resource  Action  Center 

DC  $682,240 

Community  Technology  Centers'  Network  (CTCNET)  MA 

$  1,499,770 

Emory  University 

GA 

S  1,499,999 

Operation  Blessing  International 

VA 

$  500,000 

Mennonite  Economic  Development  Associates 

PA 

$  1,000,000 

Nueva  Esperanza,  Inc. 

PA 

$  2,466,406 

University  of  Nebraska 

NE 

S  1,160,742 

CJH  Educational  Grant  Services,  Inc. 

NC 

$  1,506,987 

Institute  for  Youth  Development 

VA 

$  2,500,000 

Catholic  Charities  of  Central  New  Mexico 

NM 

$  1,000,000 

Northside  Ministerial  Alliance 

MI 

$  1,000,000 

Volunteers  of  America,  Inc. 

VA 

$  699,159 

University  of  Hawaii 

HI 

S  600,000 

S.V.D.P.  Management,  Inc. 

CA 

$673,041 

TOTAL 

$24,773,117 

Compassion  Capital  Fund  Research  Projects 


Caliber  Associates  $236,633 

Florida  International  University  $2 1 0,622 

University  of  Maryland,  College  Park  $2 1 8,098 

University  of  Pennsylvania  $193,456 

Contract  Examining  Services  and  Best  Practices  of  Intermediary  Organizations  and  the 
Faith-  and  Community-Based  Organizations  they  Serve 
Contractor:  Branch  Associates/Abt  Associates  (Subcontractor) 
Contractor  Amount:  $1 .35  million 

Contract  to  establish  a  National  Resource  Center:  provide  technical  assistance  to  the 
CCF  grantees,  to  facilitate  collaboration  among  CCF  intermediates,  and  disseminate 
information  to  the  public 
Contractor:  Dare  Mighty  Things 
Contractor  Amount:  $2,195,000 
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Mr.  Obey:  Do  you  have  strong  performance  data  to  support  this  increase 
request?  Please  describe  the  process  of  development  of  performance  measures  for  this 
program. 

Secretary  Thompson:  In  terms  of  measuring  performance  of  this  young  program, 
the  Administration  for  Children  and  Families  (ACF),  along  with  the  Compassion  Capital 
Fund  (CCF)  contractor  in  charge  of  the  National  Resource  Center,  are  developing 
performance  measures  to  apply  to  the  demonstration  project  grantees.  The  grantees  are 
scheduled  to  submit  evaluation  plans,  as  requested  in  the  original  program 
announcement. 

Branch  Associates,  the  CCF  contractor  responsible  for  researching  best  practices, 
will  include  several  CCF  demonstration  project  grantees  within  their  sample  of  8  to  10 
intermediary  organizations.  While  this  study  does  not  measure  performance,  it  will 
document  best  practices  among  CCF  demonstration  program  grantees.  The  contract  also 
includes  analysis  of  how  best  to  evaluate  the  effectiveness  of  intermediaries  and  faith- 
based  organizations  providing  direct  services,  development  of  a  bench-marking  strategy 
for  measuring  the  performance  of  faith-based  and  community  organizations. 

Mr.  Obey:  Is  this  consistent  with  the  process  for  the  Community  Services  Block- 
Grant  program? 

Secretary  Thompson:  In  the  Community  Service  Block  Grant  (CSBG)  program, 
we  originally  worked  to  develop  "voluntary"  performance  measures  with  the  community 
action  agencies.  This  has  not  been  as  effective  as  we  would  have  liked  to  strengthen 
program  performance.  Therefore,  we  are  now  proposing  to  establish  national  statutory 
outcome  measures  as  part  of  the  CSBG  reauthorization. 

Under  the  Compassion  Capital  Fund,  demonstration  project  grantees  are  required 
to  submit  evaluation  plans  which  will  be  used  to  assess  their  performance. 

MENTORING  CHILDREN  OF  PRISONERS 


Mr.  Obey:  Similarly,  the  Administration  has  requested  $50.0  million  for  the 
Mentoring  Children  of  Prisoners,  an  increase  of  over  S40.0  million  over  the  FY  2003 
appropriated  level  of  $9.9  million.  Again,  this  is  a  very  generous  increase  request  for  a 
new  program.  What  is  the  status  of  the  program?  Have  you  obligated  any  of  the 
FY  2003  funding?  When  and  to  whom  were  grants  awarded? 

Secretary  Thompson:  The  Family  and  Youth  Services  Bureau  within  the 
Administration  for  Children  and  Families  has  developed  a  program  announcement 
(RFP)  soliciting  applications  for  grant  funding  for  the  Mentoring  Children  of  Prisoners 
program.  The  announcement  is  being  finalized  and  should  be  published  in  the  Federal 
Register  in  early  summer. 
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No  funding  has  been  obligated  to  date.  However,  with  the  pending  publication 
of  the  RFP,  all  grant  awards  and  funds  will  be  obligated  by  September  30,  2003.  We 
expect  to  make  awards  to  a  wide  range  of  eligible  applicants,  including  community  and 
faith-base  organizations,  State  and  local  units  of  government,  and  Tribes. 

Mr.  Obey:  Please  provide  all  available  performance  data  to  support  the  increase 

request. 

Secretary  Thompson:  The  Mentoring  Children  of  Prisoners  legislation  includes 
a  requirement  that  grantees  submit  as  a. part  of  their  program  design,  methods  to  evaluate 
outcomes  for  participating  children.  The  quality  of  their  evaluation  design  will  be 
assessed  as  part  of  the  grant  process.  The  grantee  must  further  agree  to  participate  in  the 
ongoing  and  final  evaluation  conducted  by  the  Secretary'that  will  be  submitted  to 
Congress.  Grantees  will  be  required  to  submit  semi-annual  and  annual  reports  to  the 
Administration  for  Children  and  Families,  which  will  contain  data  that  will  be  used  in 
the  evaluation. 

Since  FY  2003  will  be  the  first  year  of  the  Mentoring  Children  of  Prisoners 
program,  we  are  unable  to  provide  data  that  is  specifically  related  to  the  performance  of 
the  program.  However,  according  to  the  Bureau  of  Justice  Statistics,  over  2  million 
children  currently  have  at  least  one  parent  in  prison.  Two  million  more  have  a  parent  on 
parole  or  on  probation.  A  total  of  6.5  million  children  have  had  at  least  one  parent 
incarcerated  sometime  in  their  lifetime. 

Research  has  found  that  children  of  incarcerated  parents  are  seven  times  more 
likely  to  become  involved  in  the  juvenile  justice  system.  These  children  are  exposed  to 
stress,  trauma,  separation  and  stigmatization  resulting  from  the  arrest  of  a  parent. 
Compounded  by  existing  poverty,  violence,  substance  abuse,  high-crime  environments, 
child  abuse  and  neglect,  these  young  people  are  seriously  at-risk  for  failure  in  school, 
confrontations  with  the  law  and  lack  the  skills  to  form  successful  relationships. 

The  need  is  so  pervasive  that  to  do  nothing  will  only  lead  to  much  higher  rates  of 
incarceration  and  a  humanitarian  cost  as  well  as  a  financial  burden  on  our  communities 
and  States  in  the  future. 

ADMINISTRATION  ON  AGING  FUNDING 

Mr.  Obey:  The  President's  FY  2004  budget  requests  a  total  of  $1 .344  billion  for 
all  the  programs  funded  in  the  Administration  on  Aging.  This  represents  a  reduction  of 
$23.0  million  below  the  FY  2004  appropriated  level  of  SI. 376  billion  for  programs 
helping  older  Americans.  Data  from  the  2000  Census  indicate  that  the  number  of  older 
Americans  eligible  for  the  sendees  provided  by  AoA  may  increase  by  an  estimated  13 
million  to  approximately  59  million  individuals  over  60  by  the  2004-2005  time  frame. 
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This  is  a  29  percent  increase  in  the  number  of  individuals  eligible  for  these  services. 
We  are  all  well  aware  of  the  aging  of  the  "Baby  Boom"  generation,  why  then  is  the 
Administration  cutting  these  programs,  particularly  when  many  AoA  programs  already 
report  waiting  lists  for  services? 

Secretary  Thompson:  While  the  FY  2004  budget  request  reflects  a  decrease  of 
-$23.3  million  for  AoA,  virtually  all  of  this  decrease  is  the  result  of  unanticipated 
increases  in  the  FY  2003  enacted  level.  More  than  half  of  this  decrease  results  from  the 
completion  of  one-time  projects.  We  recognize  the  importance  of  services  for  the  aging 
population,  which  is  why  all  AoA  programs  were  maintained  at  the  FY  2003  President's 
Budget  level  in  the  initial  President's  Budget  request  for  FY  2004. 

TRANSFER  OF  FUNDS 

Mr.  Obey:  You  are  requesting  an  increase  in  your  authority  to  transfer  funds 
between  appropriations  accounts.  What  is  the  reason  for  the  proposed  increase? 

Secretary  Thompson:  We  are  requesting  an  increase  in  authority  to  transfer 
funds  between  appropriations  accounts.  We  propose  that  the  Secretary  have  the  ability 
to  transfer  up  to  three  percent  of  any  discretionary  funds  appropriated  for  the  current 
year,  eliminating  the  requirement  of  Congressional  approval  for  any  transfer  over  one 
percent.  We  also  propose  that  the  limit  on  the  appropriation  account  receiving  a  transfer 
be  increased  from  three  percent  to  ten  percent.  Finally,  we  propose  that  the  restriction  of 
transferring  funds  only  between  accounts  within  the  Labor/HHS/Education 
appropriation  be  revised  to  include  transfers  of  discretionary  funds  between  HHS 
appropriations  in  all  Acts. 

In  these  times  of  uncertainty  and  unanticipated  events,  it  is  even  more  important 
that  HHS  has  the  ability  to  quickly  make  resources  available  to  meet  priority  needs.  The 
proposed  change  would  give  the  Secretary  increased  flexibility  to  move  significant 
discretionary  funds  to  areas  of  need  quickly  and  efficiently  allowing  for  an  effective 
response  to  any  contingency  and  enabling  the  carrying  out  Departmental  priorities.  This 
expanded  authority  to  transfer  substantial  resources  in  a  short  period  of  time  would  give 
HHS  an  additional  tool  to  respond  to  major  unforseen  and  unanticipated  events. 

Mr.  Obey:  Have  the  current  limits  impeded  transfers  you  believed  to  be 
necessary  in  previous  years? 

Secretary  Thompson:  In  one  instance,  the  current  limits  impeded  a  necessary 
transfer  for  bioterrorism  activities  and  would  have  impeded  another  transfer  had 
additional  funds  been  required  to  address  critical  Year  2000  (Y2K)  needs.  In  fiscal  year 
1999,  a  total  of  $1 1  million  was  transferred  to  strengthen  our  ability  to  respond  to  a 
bioterrorist  attack  by  funding  further  development  of  Metropolitan  Medical  Response 
Systems  (MMRS).  The  funds  were  used  to  accelerate  the  development  of  MMRS  in  12 
additional  cities  and  to  enhance  those  systems  already  in  place  in  27  cities  throughout 
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the  United  States.  These  are  the  same  systems  that  played  a  role  in  responding  to  the 
terrorist  attacks  on  September  1 1 ,  2001 .  Because  funding  for  these  systems  was  initially 
appropriated  in  the  Public  Health  and  Social  Services  Emergency  Fund  (PHSSEF) 
account,  the  PHSSEF  would  have  been  the  logical  place  to  transfer  the  entire 
SI  1  million.  However,  only  $6.5  million  of  the  total  amount  required  could  be 
transferred  to  the  PHSSEF  because  of  the  3  percent  limit  on  transfers  to  an  appropriation 
account.  The  remaining  $4.5  million  had  to  be  transferred  to  the  General  Departmental 
Management  account  so  that  this  Secretarial  priority  could  be  fully  supported. 

In  fiscal  year  1 998,  a  total  of  $42. 1  million  was  transferred  to  the  Health  Care 
Financing  Administration  to  ensure  that  all  Medicare  contractors  would  be  Y2K 
compliant.  Although  the  amount  transferred  to  HCFA  did  not  exceed  the  maximum 
threshold,  had  the  funding  need  been  greater  to  bring  the  Medicare  system  under 
compliance,  the  Secretary  would  not  have  had  the  necessary  flexibility  to  transfer 
additional  funds  to  HCFA  to  address  the  problem. 

Mr.  Obey:  What  uses  have  been  made  in  fiscal  years  2001,  2002,  and  2003  (thus 
far)  of  the  authority  granted  you  in  annual  appropriations  Acts  to  transfer  funds  between 
appropriations  accounts? 

Secretary  Thompson:  We  used  the  transfer  authority  for  the  following  projects 
in  fiscal  years  2001  and  2002.  In  fiscal  year  2001,  HHS  used  the  authority  to  transfer  a 
total  of  $9,325  million  to  three  separate  accounts:  (1)  $3.1  million  to  the  General 
Departmental  Management  (GDM)  account  to  support  enterprise  infrastructure 
management/  information  technology  needs  in  the  Department;  (2)  $5  million  to  the 
Health  Resources  and  Services  account  in  the  Health  Resources  and  Services 
Administration  (HRSA)  to  provide  additional  support  for  the  Nursing  Education  Loan 
Repayment  Program;  and  (3)  $1 .225  million  to  NIH  and  the  GDM  account  to  begin 
implementation  of  an  HHS  Unified  Financial  Management  System. 

In  fiscal  year  2002,  a  total  of  $25  million  was  transferred  from  the  National 
Institutes  of  Health  (NIH)  to  the  Centers  for  Disease  Control  and  Prevention  (CDC). 
These  funds  were  for  the  HHS  contribution  to  the  Global  Fund  to  Fight  HIV/AIDS, 
Tuberculosis  and  Malaria,  which  was  part  of  the  Administration's  commitment  to 
provide  $300  million  to  the  Global  Fund  by  the  end  of  FY  2002. 

We  are  currently  reviewing  potential  uses  of  the  transfer  authority  in  fiscal  year 
2003.  However,  no  decisions  have  been  made  to  use  the  authority  at  this  time. 

Mr.  Obey:  Please  indicate  the  transfers  made,  the  amounts  transferred  as  a 
percentage  of  discretionary  appropriations,  and  the  percentage  increase  in  the  receiving 
accounts. 
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Secretary  Thompson:  The  table  below  provides  the  requested  information  on 
transfers  made,  the  amounts  transferred  as  a  percentage  of  discretionary  appropriations, 
and  the  percentage  increase  in  receiving  accounts. 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ONE  PERCENT  TRANSFER  AUTHORITY 
(Dollars  in  Thousands) 

OPDIVS 

FY2001 
Transfer 

FY  2002 
Transfer 

% 

% 

Out 

In 

Change 

Out 

In 

Change 

HRSA/Health  Resources  and  Services  Account 

-SI  88 

$5,000 

0.09% 

Centers  for  Disease  Control  &  Prevention 

-2,936 

-0.08% 

25,000 

0.58% 

National  In  situ  tes  of  Health 

-3,849 

840 

-0.01% 

-25,000 

-0.11% 

Substance  Abuse  &  Mental  Health  Svcs.  Admin. 

-432 

-0.01% 

Agency  for  Healthcare  Research  and  Quality 

-61 

-0.06% 

CMS./Program  Management 

-564 

-0.03% 

Administration  for  Children  and  Families: 

Refugee  and  Entrant  Assistance 

-65 

-0.01% 

Children  and  Family  Services  Programs 

-254 

-0.004% 

Childcare  and  Development  Block  Grant 

-119 

-0.01% 

Admnistration  on  Aging 

-151 

-0.01% 

Office  of  the  Secretary  : 

General  Departmental  Management 

-287 

3,485 

1.04% 

Pohcy  Research 

-167 

-1.00% 

Office  of  the  Inspector  Genera! 

-200 

-0.59% 

Office  of  Civil  Rights 
Public  Health  &  Social  Services  Emergency  Fund 
Total 

-22 
-30 

-0.08% 
-0.01% 

-$9325 

$9,325 

0.00% 

-$25,000 

$25,000 

0.00% 
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EVALUATION  TAP 

Mr.  Obey:  Please  provide  a  table  showing  actual  or  estimated  sources  and  uses 
of  "evaluation  tap"  funding  under  section  241  of  the  Public  Health  Service  Act  (as 
modified  by  annual  appropriations  language)  for  each  of  fiscal  years  2002,  2003,  and 
2004. 

Secretary  Thompson:  The  information  follows: 


PHS  Evaluation  Funds,  Availability  and  Usage 

dollars  in  millions 


FY  2002 

FY  2003 

FY  2004 

President's 
Budget 

Enacted 

President's 
Budget 

+/-  FY  2003 

President's 
Budget 

Enacted 

Usage  of  Evaluation  Funding 


Amount  of  Set-Aside 

Available    

AHRQ   

CDC. 

NCHS    

Other  CDC..  —  

HRSA    - 

N1H   

SAMHS.A.-..  -  - 

ACT.  _.-  ..- 

ASPE: 

Policy  Research   

Other  ASPE. —   

Subtotal,  ASPE.  ..... 


OPHS.„„  

Agencies  l\  


Total  Usage.. 


1.25% 

1378.8 
$296.2 
$23.3 


SI  8.0 
16.9 
534  9 


1.25% 

$397.5 
$250.0 
$470 


$376.7 
$2. 1 


$34.5 
$45 


$353  8 
$43.7 


2.1% 

$687  4 

$303  7 

SI  25  9 
84  5 
25  0 

8  2 
74  7 

60 

$18  0 

JM 
$34.5 

$45 
17.8 

$684  3 

$3.1 


1.25% 

$415.3 
$279.0 
$520 


$21.0 

m 

$37.5 


S406.8 
$8.5 


-•■SI  7.8 
+S29.0 
+$5.0 


-S272  I 
-$24.7 


-$73.9 
-84.5 


+$3.0 
+$3.0 


-S277.5 
$5.4 


Sources  of  Evaluation  Funding 


HRSA.. 

CDC  

N1H. ...... 


ophs/os  a —  ..  

AoA  13   — 

ACF/4  -   

TOTAL  USED —  ..  

Remainder   

Total  Available.-   


$53.1 

$475 

$95.1 

$51.3 

-"•$3.8 

-S43S 

34.7 

31.5 

57.9 

34.7 

+3.2 

-23.2 

2736 

260.2 

504  5 

302.6 

+42.4 

-201.9 

109 

105 

18.9 

13.4 

+2.9 

-55 

4  1 

3.8 

73 

4.5 

+0.7 

-2.8 

0  1 

0.1 

03 

0.1 

-0  2 

<L2 

02 

$U 

02 

.0.1 

$376.7 

$353  3 

$684 .3 

$406.8 

+$53.0 

-$277.5 

$2.1 

$412 

$3  1 

%M 

±$54 

S378  8 

$397.5 

$687  4 

$4)5  3 

+$175 

-$272. 1 

/I  FY  2003  and  FY  2004  are  estimates. 

H  Assessment  includes  funds  appropriated  to  URSA  tor  ihe  Family  Planning  Program. 

/3  AoA's  assessment  is  limited  10  funds  appropriated  for  the  Alzheimer's  Disease  Demonstration 

Grants  which  are  authorized  under  the  Public  Health  Service  Act. 
14  ACFs  assessment  is  limited  to  funds  for  Adoption  Awareness  which  are  authorized  under  the 

Public  Health  Service  Act. 
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HOMELAND  SECURITY 

Mr.  Obey:  What  specific  programs  and  activities  of  the  Department  of  Health 
and  Human  Services  have  been  transferred  to  the  Department  of  Homeland  Security? 

Secretary  Thompson:  On  March  1 ,  2003  the  new  Department  of  Homeland 
Security  was  created.  The  Office  of  Emergency  Response  (formerly  the  Office  of 
Emergency  Preparedness)  was  fully  transferred  to  DHS.  This  includes  about  1 10  FTE  in 
Headquarters  and  Regional  Emergency  Coordination  staff,  along  with  Metropolitan 
Medical  Response  System,  the  National  Disaster  Medical  System,  and  the  Noble 
Training  Center.  DHS  also  took  over  ownership  of  and  funding  responsibility  the 
Strategic  National  Stockpile,  including  smallpox  vaccines. 

Mr.  Obey:  What  transfers  of  funds  have  been  made  (or  are  intended  to  be  made) 
from  the  Department  of  Health  and  Human  Services  to  the  Department  of  Homeland 
Security?  What  is  the  purpose,  amount,  and  legal  authority  for  each? 

Secretary  Thompson:  The  Determination  Order  related  to  the  creation  of  the 
DHS  transferred  unexpended  balances  for  the  following  activities:  Strategic  National 
Stockpile  funded  at  $298.1  million  in  FY  2003;  smallpox  vaccine  activities  funded  at 
$99.4  million  in  FY  2003;  and  the  Office  of  Emergency  Response  funded  at 
$100.7  million  in  FY  2003. 

The  Determination  Order  also  transferred  $3.0  million  in  related  oversight 
funding  to  pay  overhead  expenses  at  DHS.  This  amount  includes  $1  million  from  the 
Office  of  the  Secretary  (the  Office  of  the  Assistant  Secretary  for  Public  Health 
Emergency  Preparedness),  $250,000  from  the  Office  of  the  Inspector  General,  $584,000 
from  CDC  Capacity  (Public  Health  and  Social  Services  Emergency  Fund),  $583,000 
from  NIH's  National  Institute  for  Allergy  and  Infectious  Diseases,  and  a  total  of 
$583,000  from  several  FDA  bioterrorism  activities.  FDA,  NEH,  and  CDC  all  have  had 
significant  responsibilities  related  to  the  Strategic  National  Stockpile,  and  FDA  must 
expand  its  cooperation  with  the  new  DHS  in  oversight  of  imports  of  all  FDA  regulated 
products,  including  functions  transferred  from  Customs  and  the  Animal  and  Plant  Health 
Inspection  Service. 

These  transfers  were  carried  out  under  sections  503  and  1516  of  the  Homeland 
Security  Act  of  2002.  5  USC,  Part  I,  Chapter  9,  whose  operation  was  modified  by 
Section  1502  of  the  Homeland  Security  Act  also  governed  these  transfers. 

Mr.  Obey:  What  is  the  continuing  role  of  the  Department  of  HHS  in  the 
National  Strategic  Stockpile? 

Secretary  Thompson:  The  National  Strategic  Stockpile  will  include 
counter-measures  purchased  through  the  stockpile  appropriation,  the  smallpox  budget 
activity,  and  the  proposed  BioShield  authority.  HHS  will  continue  to  manage  the 
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stockpile  on  a  day-to-day  basis,  and  make  the  medical  determinations  with  respect  to 
what  countermeasures  the  stockpile  should  contain.  HHS  will  carry  out  procurements 
directly  and,  for  a  number  of  licensed  products,  through  the  Department  of  Veterans 
Affairs.  Procurement  of  some  of  the  new  products  are  expected  to  evolve  from  ongoing 
NIH  research  efforts  -  such  as  a  safer  smallpox  vaccine  and  a  new-generation  anthrax 
vaccine. 

Mr.  Obey:  What  are  the  roles  of  the  Department  of  Homeland  Security  and  the 
Department  of  Veterans  Affairs  with  respect  to  the  stockpile? 

Secretary  Thompson:  The  Department  of  Homeland  Security  owns,  funds,  and 
directs  the  disposition/use  of  the  stockpile.  The  Department  of  Veterans  Affairs  is  the 
procurement  agent  for  a  number  of  the  licensed  products. 

Mr.  Obey:  What  is  the  continuing  role  of  the  Department  of  Health  and  Human 
Services  with  respect  to  the  National  Disaster  Medical  System  and  Disaster  Medical 
Assistance  Teams  and  National  Medical  Response  Teams?  What  is  the  role  of  the 
Department  of  Homeland  Security? 

Secretary  Thompson:  The  National  Disaster  Medical  System  (NDMS)  is  the 
parent  organization  for  the  Disaster  Medical  Assistance  Teams  (DMATs)  and  the 
National  Medical  Response  Teams  (NMRTs).  This  has  been  a  partnership  between 
HHS,  the  Veterans  Administration,  the  Department  of  Defense,  and  the  Federal 
Emergency  Management  Administration.  While  the  Department  of  Homeland  Security 
(DHS)  has  become  the  lead  agency  for  NDMS,  the  partnership  has  not  changed 
fundamentally.  While  specific  procedures  are  not  yet  in  place,  HHS  (as  the  Lead 
Federal  Agency  for  Emergency  Support  Function  #8  in  the  Federal  Response  Plan)  and 
DHS  as  the  parent  agency  for  NDMS  will  work  closely  together  to  deploy  (or 
pre-deploy)  appropriate  NDMS  assets  in  response  to  actual  health  and  medical 
requirements,  or  to  pre-deploy  appropriate  NDMS  assets  in  response  to  intelligence 
estimates  and/or  special  events  requirements.  DHS  (not  HHS)  now  has  the  authority  to 
deploy  NDMS  assets. 

INFLUENZA 

Mr.  Obey:  You  are  requesting  $100  million  in  the  Public  Health  and  Social 
Services  Emergency  Fund  for  activities  related  to  preparedness  for  pandemic  influenza, 
as  well  as  requesting  authority  to  transfer  an  additional  $150  million  in  unobligated 
balances  to  this  activity.  I  know  that  our  preparedness  for  a  flu  pandemic  is  a  matter  of 
some  concern  among  public  health  experts,  and  am  pleased  to  see  this  concern  reflected 
in  your  budget  proposal.  I  would  like  to  ask  some  questions  about  the  specifics  of  the 
proposal.  What  specific  activities  would  be  conducted  using  the  requested  $100  to 
$250  million,  and  how  would  these  activities  improve  preparedness  to  deal  with  a  major 
influenza  outbreak? 
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Secretary  Thompson:  This  is  a  new  effort  to  develop  a  targeted  and  responsive 
strategy  to  ensure  the  capacity  to  produce  an  adequate  supply  of  influenza  vaccine  in  a 
pandemic.  Our  Nation  needs  year-round  capacity  to  produce  vaccine,  and  the  ability  to 
rapidly  expand  production.  Developing  a  year  round  domestic  influenza  vaccine 
production  capacity  may  involve  contracts  with  industry  to  maintain  an  egg  supply  in  the 
off-season.  We  also  seek  to  spur  the  development  of  production  techniques  that  could 
be  scaled  up  rapidly  —  provide  surge  capacity  —  in  the  event  of  a  pandemic.  This  may 
include  incentives  to  develop  and  license  a  cell  culture  influenza  vaccine,  and 
agreements  on  surge  production  for  U.S.  use  in  a  pandemic. 

Mr.  Obey:  To  the  extent  that  the  proposal  involves  funding  for  activities  to  be 
carried  out  by  vaccine  manufacturers  or  other  organizations  outside  the  Federal 
Government,  what  specific  sorts  of  financial  assistance  are  contemplated,  who  would  be 
the  recipients,  and  what  conditions  would  be  placed  on  the  assistance? 

Secretary  Thompson:  While  the  current  egg-based  tec  lino  logy  for  influenza 
vaccine  is  efficient  for  annual  vaccines,  it  is  not  currently  set  up  to  produce  vaccine  year- 
round,  and  production  cannot  be  ramped  up  quickly  in  the  event  of  a  pandemic. 
Preparing  for  a  severe  pandemic  could  require  280  million  to  575  million  doses  of 
vaccine  (a  two-shot  series  may  be  needed),  with  no  more  than  four  or  five  months 
available  for  manufacturing.  This  compares  to  a  current  annual  supply  of  about  90 
million  doses,  a  significant  portion  of  which  is  imported. 

This  initiative  seeks  to  get  manufacturers  to  make  the  investments  needed  to 
develop  and  seek  licensure  for  culture  vaccine  for  annual  use,  and  set  up  the  capacity  to 
expand  production  rapidly  in  a  pandemic.  (Such  a  vaccine  has  been  submitted  for 
licensing/manufacturing  in  Europe,  but  not  the  U.S.)  We  also  seek  year  round 
production  capacity  of  currently  licensed  egg-based  vaccines.  Contracts  would  require 
that,  in  the  event  of  a  pandemic,  the  vaccine  produced  would  be  available  for  domestic 
use. 

Mr.  Obey:  The  budget  justifications  indicate  that  the  requested  funds  could  be 
used  to  develop  a  year-round  domestic  influenza  vaccine  production  capacity,  and  to 
develop  production  techniques  that  could  be  scaled  up  rapidly.  Would  the  Federal 
Government  have  any  ownership  interest  in  the  production  capacity  or  techniques 
developed  as  a  result? 

Secretary  Thompson:  Contractors  would  have  an  obligation  to  make  requested 
pandemic  flu  vaccines  for  U.S.  use.  The  Federal  Government  would  not,  however,  have 
an  ownership  interest  in  the  production  capacity  itself.  Ownership  interest  in  the  cell 
culture  production  techniques  are  not  anticipated. 

Mr.  Obey:  What  obligations  to  the  Federal  Government  would  be  required  from 
recipients  of  funding  under  this  program? 
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Secretary  Thompson:  Contractors  would  be  obligated  to  establish  and  maintain 
the  desired  production  capacity  (including  surge  capacity),  and  make  pandemic  flu 
vaccine  for  U.S.  use  upon  request. 

Mr.  Obey:  What  specific  provisions  of  authorizing  law  would  apply  to  this 
program? 

Secretary  Thompson:  HHS  has  broad  responsibilities  under  Title  XXI  of  the 
Public  Health  Service  Act  to  ensure  an  adequate  vaccine  supply,  and,  under  Section  352, 
authority  to  directly  manufacture  vaccines  when  needed  and  not  otherwise  available. 
Activities  planned  for  FY  2004  are  similar  to  past  activities,  including  the  FY  2000 
contract  for  influenza  vaccine  manufacture  after  normal  shut-down  dates. 

Mr.  Obey:  Does  the  Department  currently  have  any  programs  underway  to  assist 
State  and  local  health  departments  in  planning  for  or  otherwise  preparing  to  deal  with 
pandemic  influenza?  Are  there  any  plans  to  provide  such  assistance  in  FY  2004? 

Secretary  Thompson:  CDC  has  been  working  with  States  and  partners  for 
several  years  to  improve  surveillance,  and  develop  planning  guides  and  State/local 
plans.  Many  of  the  capacities  needed  to  be  prepared  for  an  influenza  pandemic  are  also 
needed  for  bioterrorism  preparedness.  The  bioterrorism  grants  seek  to  upgrade  state 
and  local  public  health  jurisdictions'  preparedness  for  and  response  to  bioterrorism, 
other  outbreaks  of  infectious  disease,  and  other  public  health  threats  and  emergencies. 
We  expect  States  to  prepare  for  pandemic  influenza  and  other  infectious  disease 
outbreaks  as  part  of  their  overall  efforts.  The  guidance  for  the  FY  2003  cooperative 
agreements  to  enhance  state  and  local  preparedness  for  bioterrorism  and  other  public 
health  emergencies  will  make  explicit  the  availability  of  these  funds  for  pandemic 
influenza  planning. 

BIOSHJELD  INITIATIVE 

Mr.  Obey:  The  President's  budget  includes  a  proposal  for  mandatory  funding  for 
procurement  of  vaccines  and  other  potential  bioterrorism  countermeasures  under  an 
initiative  titled  Project  BioShield.  Please  describe  the  biomedical  countermeasures 
procurement  component  of  the  BioShield  initiative. 

Secretary  Thompson:  The  goal  of  the  BioShield  proposal  is  to  ensure  that 
countermeasures  are  developed  and  purchased  as  soon  as  possible.  A  guaranteed 
funding  source  must  be  made  available  to  industry  in  advance  of  the  manufacture  of 
these  products.  These  purchases  would  to  be  driven  by  threat  assessment.  This 
authority  would  only  be  used  if  there  is  no  significant  commercial  market  for  the 
product.  The  President  could  access  these  funds  upon  the  joint  recommendation  of  the 
Secretaries  of  DHS  and  HHS. 
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Estimated  spending  levels  are  displayed  in  the  budget  for  the  Department  of 
Homeland  Security  (DHS),  where  the  Strategic  National  Stockpile  is  funded. 
Contracting  will  be  done  by  HHS  with  DHS  funds—often  as  an  extension  of  HHS 
research  efforts  with  industry  to  develop  new  countermeasures.  A  specified 
determination  process  will  inform  priority  purchase  of  countermeasures.  The 
administrative  costs  related  to  these  procurements  will  be  paid  out  of  the  Strategic 
National  Stockpile  discretionary  budget  at  the  Department  of  Homeland  Security. 

Complementary  proposed  legislation  to  this  authority  includes  advanced 
development  authorities  for  the  National  Institute  of  Allergy  and  Infectious  Diseases. 
This  would  permit  expedited  authority  for  procurements  that  the  Secretary  determines 
are  use  to  perform,  administer,  or  support  biodefense  research  and  development. 
Proposed  legislation  also  authorizes  the  introduction  into  interstate  commerce  of  certain 
drugs,  devices  or  biologies  for  use  in  an  actual  or  potential  emergency,  subject  to  the 
declaration  of  emergency  by  the  Secretary  of  HHS. 

Mr.  Obey:  Would  funds  be  considered  obligated  under  this  program  at  the  time 
contracts  are  entered  into  (which  I  understand  to  be  the  normal  practice  for  Federal 
contracting),  or  would  funds  not  be  obligated  until  the  vaccine  or  other  countermeasure 
is  ready  for  delivery? 

Secretary  Thompson:  Funds  would  be  obligated  when  the  contract  was  entered 
into,  with  payment  (outlay)  upon  delivery.  These  contracts  might  include  options  for 
subsequent  task  orders  for  additional  quantities. 

Mr.  Obey:  What  is  the  rationale  for  the  proposed  use  of  a  permanent  indefinite 
appropriation  for  procurement  of  biomedical  countermeasures,  rather  than  a  definite 
discretionary  appropriation?  What  other  examples  currently  exist  of  use  of  permanent 
indefinite  appropriations  for  procurement  of  goods  and  services? 

Secretary  Thompson:  Permanent  indefinite  funding  is  needed  for  products 
without  a  commercial  market.  A  guaranteed. funding  source  must  be  made  available  to 
industry  in  advance  of  the  development/manufacture  of  these  products. 

First,  pharmaceutical  companies  need  to  be  assured  that  these  biodefense  drugs 
and  biologies  will  be  purchased  to  make  it  economically  rational  for  them  to  develop 
and  produce  the  needed  countermeasures.  Second,  these  purchases  should  to  be  driven 
by  threat  assessments.  Our  experience  with  smallpox  vaccine  is  a  good  case  in  point. 
When  the  Administration  requested  in  October  2001  $0.5  billion  for  current-generation 
smallpox  vaccine,  the  goal  was  to  have  a  dose  of  that  new  vaccine  for  each  of  286 
million  Americans  by  the  end  of  calendar  year  2002,  and  to  have  it  made  by  at  least  two 
separate  major  manufacturers  to  ensure  success.  As  we  negotiated  with  potential 
manufacturers,  it  became  clear  decisions  would  have  to  be  made  on  price,  and  only  one 
supplier  could  be  afforded.  We  now  expect  to  have  1 55  million  doses  by  June  2003. 
Fortunately,  there  was  a  discovery  of  80  million  doses  of  60-year  old  vaccine  that  can  be 
used  -  diluted  if  necessary  -  in  an  emergency. 
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Open-ended  mandatory  funding  is  used  very  successfully  in  the  Vaccines  for 
Children  (VFC)  program.  The  Pneumococcal  Conjugate  vaccine  provides  a  good  case 
study.  A  full  course  of  this  important  vaccine  costs  SI  84  per  child,  81%  of  the  total  cost 
of  all  other  routinely  recommended  childhood  vaccines  combined.  This  vaccine  was 
licensed  by  FDA  in  February  2000.  Once  CDC's  Advisory  Committee  for 
Immunization  Practices  recommended  in  June  2000  its  routine  use  among  children, 
sufficient  funding  was  immediately  available  to  procure  this  vaccine  for  children  eligible 
for  VFC,  including  uninsured  children,  Medicaid  recipients,  American  Indians  and 
Alaska  Natives,  and  poorly  insured  children  with  access  to  community  health  centers  or 
other  Federally  Qualified  Health  Centers  or  Rural  Health  Clinics. 

The  BioShield  proposal  includes  significant  safeguards  to  ensure  funds  are  used 
wisely.  Procurements  must  be  jointly  proposed  to  the  President  by  the  Secretaries  of 
HHS  and  DHS,  in  coordination  with  the  Director  of  the  Office  of  Management  and 
Budget.  The  President  must  approve  the  procurement,  with  the  Congress  notified  of 
each  such  decision. 

The  President's  budget  proposes  to  use  definite  discretionary  appropriations  for 
licensed  products  that  are  commercially  available  and  used  in  significant  quantities  in 
day-to-day  health  care.  Prices  are  known,  and  costs  can  be  projected  with  some  level  of 
precision  to  the  extent  that  threat  scenarios  do  not  change  rapidly.  The  budget  also 
includes  discretionary  funding  for  added  procurements  of  anthrax  and  smallpox  vaccines 
for  which  there  was  a  purchase  contract  in  place  at  the  beginning  of  this  year. 

Mr.  Obey:  What  amount  would  you  expect  to  obligate  during  fiscal  year  2004 
under  the  BioShield  initiative?  For  what  types  of  countermeasures? 

Secretary  Thompson:  The  President's  budget  estimates  obligating  $890  million 
in  FY  2004  on  the  new  anthrax  and  safer  smallpox  vaccines  NIH  is  developing,  along 
with  botulism  antitoxin. 
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ABSTINENCE  EDUCATION 

Mrs.  Lowey:  The  Administration  has  been  aggressively  promoting  "abstinence- 
only"  programs  in  lieu  of  traditional,  comprehensive  sex-education  programs.  Mr. 
Secretary,  it  is  important  to  emphasize  that  we  all  support  abstinence.  Are  you  aware 
that  a  2001  report  by  the  National  Campaign  to  Prevent  Teen  Pregnancy  concluded  that 
responsible  sex  and  HIV-education  programs  that  discuss  both  abstinence  and 
contraception  have  positive  results,  effectively  protecting  teens'  reproductive  health?  In 
fact,  responsible  sex-education  programs  have  been  proven  to  delay  sex,  reduce  the 
frequency  of  sex,  and  increase  contraceptive  use.  The  same  report  found  no  credible 
evidence  that  abstinence-only  programs  delay  sex  or  reduce  its  frequency.  Also,  the 
Institute  of  Medicine  has  recommended  halting  funding  for  abstinence-only  programs, 
given  that  they  have  no  demonstrated  effect.  "Abstinence-only  programs  cannot  be 
justified. ..given  the  fact  that  we  face  an  international  emergency  in  the  AIDS  epidemic." 
Finally,  the  American  Medical  Association,  American  Academy  of  Pediatrics,  and 
American  College  of  Obstetricians  and  Gynecologists,  among  other  expert  medical  and 
public-health  organizations,  have  expressed  support  for  sex  education  that  includes 
information  on  both  abstinence  and  contraception.  As  you  craft  policies  that  affect  not 
only  our  own  youth,  but  other  counties'  young  people  too,  are  you,  aware  of  the 
recommendations  of  these  many  prestigious  organizations,  including  the  NTH?  Has  the 
White  House  simply  dismissed  these  expert  opinions? 

Secretary  Thompson:  My  Department  is  aware  of  these  report  findings  and 
recommendations,  as  well  of  the  status  of  NIH  research  in  this  area.  However,  we  are 
also  aware  that  there  are  differences  in  opinion  as  to  what  we  know  and  the  quality  of 
the  evidence.  There  is  clearly  a  need  to  generate  a  better  scientific  knowledge  base  from 
which  to  formulate  sound  policy  and  programs,  and  HHS  is  systematically  assessing  a 
range  of  approaches  under  varied  implementation  settings  and  using  scientifically 
rigorous  study  designs. 

The  evaluation  of  abstinence  programs  is  not  complete.  Indeed,  many  of  the 
programs  and  curricula  that  are  currently  used  in  abstinence  education  have  only  been 
developed  in  the  last  five  to  ten  years.  The  teen  pregnancy  outcomes  of  many  local 
abstinence  programs  are  promising,  however  peer  review  of  the  evaluation  programs  is 
pending.  A  comprehensive  evaluation  of  these  programs  will  require  adequate  time  and 
funding  to  compare  outcomes  of  abstinence  as  well  as  comprehensive  sexuality 
programs.  My  Department  is  currently  sponsoring  an  evaluation  of  abstinence  education 
programs,  and  is  in  the  process  of  designing  additional  studies  that  will  add  to  the 
knowledge  base  about  effective  programs  for  reducing  teen  sexual  activity,  and 
consequently  teen  pregnancy  and  sexually  transmitted  diseases.  While  we  are  gathering 
more  evidence,  the  Department  continues  to  support  a  range  of  approaches  to  prevent 
teen  pregnancy  and  sexually  transmitted  diseases,  including  both  family  planning  and 
abstinence  education. 

Mrs.  Lowey:  Our  Nation  is  facing  a  crisis  in  adolescent  reproductive  health. 
Despite  the  recent  decline  in  teen  pregnancy,  almost  900,000  pregnancies  occur  among 
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teens  aged  15-19  annually.  And,  at  least  one  in  every  three  sexually  active  individuals 
will  contract  an  STD  by  age  24.  Although  some  have  argued  that  abstinence-only 
programs  are  behind  this  downward  trend,  in  fact,  the  trend  predates  the  welfare  reform 
abstinence-only  program.  The  Alan  Guttmacher  Institute's  study  of  the  teen-pregnancy 
trend  examined  the  root  causes  of  the  teen  pregnancy  trend  and  discovered  that  three- 
quarters  of  the  decline  is  due  to  increased  contraceptive  use,  while  only  one-quarter  is 
due  to  abstinence.  In  the  face  of  these  data,  how  can  we  justify  funding  programs  that 
not  only  are  less  effective  in  achieving  our  goals,  but  in  fact  deliberately  withhold 
information  about  what  is  proven  to  be  the  single  most  effective  tool  against  teen 
pregnancy,  HIV  and  STD  infections:  increased  contraceptive  use? 

Secretary  Thompson:  The  decline  in  teen  pregnancy  is  likely  due  to  a 
combination  of  factors  and  at  this  time  those  specific  factors,  and  their  degree  of  impact, 
cannot  be  precisely  determined.  It  is  clear  from  the  growing  number  of  teens  choosing 
not  to  engage  in  sexual  activity  (choosing  delay  of  sexual  involvement,  return  to 
abstinence,  or  fewer  sexual  partners)  that  the  positive  message  of  abstinence  is  one  of 
those  factors.  The  Administration  recognizes  that  the  impact  of  sexual  activity  on 
adolescents  extends  far  beyond  pregnancy  and  sexually  transmitted  diseases.  The 
message  of  abstinence  programs  and  other  risk  avoidance  initiatives  is  to  encourage  and 
empower  teens  to  set  goals,  develop  personal  refusal  skills,  improve  communication 
with  parents  and  peers,  and  prepare  for  a  healthy  future  and  family. 

My  Department  is  currently  sponsoring  an  evaluation  of  abstinence  education 
programs,  and  is  in  the  process  of  designing  additional  studies  that  will  add  to  the 
knowledge  base  about  effective  programs  for  reducing  teen  sexual  activity,  and 
consequently  teen  pregnancy  and  sexually  transmitted  diseases.  As  you  know,  there  are 
many  programs  across  the  nation  sponsored  directly  or  indirectly  by  HHS  funds  that 
provide  comprehensive  sexuality  education  or  provide  family  planning.  While  we  are 
gathering  evidence,  the  Department  continues  to  support  a  range  of  approaches  to 
prevent  teen  pregnancy  and  sexually  transmitted  diseases,  including  both  family 
planning  and  abstinence  education. 

HIV  PREVENTION  INITIATIVE 

The  President  launched  his  International  Mother  and  Child  HIV  Prevention 
initiative  last  June.  In  fiscal  year  2003,  Congress  provided  $140  million  for  the  overseas 
prevention  of  mother-to-child  transmission  (MTCT)  of  HIV,  of  which  $40  million  was 
appropriated  to  your  Department.  MTCT  activities  have  proven  to  be  very  effective  and 
have  demonstrated  meaningful  results  in  curbing  a  largely  preventable  aspect  of  the 
HIV/ AIDS  crisis  -  the  transfer  of  HIV  from  mother  to  child.  In  addition,  MTCT 
programs  provide  a  strong  base  from  which  to  extend  related  care  and  treatment  services 
to  families.  I  think  it  is  critical  that  we  move  as  rapidly  as  possible  to  build  on  the 
successes  of  MTCT  programs. 

Mrs.  Lowey:  Can  you  tell  me  how  HHS  plans  to  use  these  new  funds  as  part  of 
the  President's  International  Mother  and  Child  HIV  Prevention  Initiative? 
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Secretary  Thompson:  The  $150  million  requested  in  CDC's  budget  for 
Preventing  Mother-to-Child  Transmission  (PMTCT)  of  HIV  will  support  the  full  vision 
of  the  President's  Initiative  -  to  counsel,  test  and  treat  up  to  one  million  women  and 
reduce  mother-to-child  transmission  of  HIV  among  treated  women  by  40  percent  in  14 
countries  in  Africa  and  the  Caribbean.  HHS  and  the  U.S.  Agency  for  International 
Development  (US  AID)  are  jointly  implementing  the  Initiative  through  a  Steering 
Committee  convened  by  the  Office  of  National  AIDS  Policy  (ONAP).  The  Department 
of  State  and  the  Office  of  Management  and  Budget  (OMB)  also  participate  on  the 
Steering  Committee. 

The  Implementation  Plans  include  programs  to  support  short-course  and 
comprehensive  treatment  interventions,  infant  feeding,  training  of  personnel  and  a 
volunteer  medical  corps,  and  standard  measure  for  monitoring  and  evaluation  to  ensure 
accountability  of  the  programs.  Each  country  will  provide  a  specific  budget  for  the 
Initiative,  which  will  be  funded  by  both  HHS  and  USAID.  Therefore,  HHS  will  use  the 
new  resources  to  implement  the  President's  Initiative  in  full  collaboration  with  USAID 
for  a  uniform  U.S.  government  strategy  in  each  country. 

Mrs.  Lowey:  When  do  you  expect  the  Department's  first  grants  to  occur? 

Secretary  Thompson:  $5.2  million  has  been  disbursed  from  FY2002  funds  to 
support  the  baseline  assessments  and  the  development  of  a  joint  HHS/USAID 
Implementation  Plan  in  each  one  of  the  14  countries  participating  in  the  Initiative.  In 
addition,  S4  million  was  obligated  from  FY  2002  funds  to  four  U.S.  universities  to 
support  the  Initiative  through  training  and  twinning  activities.  Eight  additional  countries 
have  submitted  initial  Implementation  plans;  the  Steering  Committee  will  review  these 
plans  in  April.  Distribution  of  resources  to  begin  implementing  these  plans  should  begin 
in  the  next  few  weeks.  In  addition  to  individual  disbursements  to  countries,  resources 
will  be  allocated  centrally  to  support  programs  across  countries  for  training,  monitoring 
and  evaluation  and  procurement.  Resources  for  these  programs  will  be  obligated  by  the 
end  of  the  fiscal  year. 

Mrs.  Lowey:  USAID  is  also  involved  in  this  initiative.  How  are  you 
coordinating  your  efforts  with  the  agency?  What  is  the  status  of  your  collaboration? 

Secretary  Thompson:  HHS  and  the  U.S.  Agency  for  International  Development 
(USAID)  are  jointly  implementing  the  Initiative  through  a  Steering  Committee  convened 
by  the  Office  of  National  AIDS  Policy  (ONAP).  HHS  and  USAID  field  staff  are 
operating  as  a  team  in  each  of  the  14  participating  countries  and  the  Caribbean  Region. 
Field  staff  from  both  agencies  have  jointly  completed  and  submitted  extensive  baseline 
assessment  of  MTCT  and  general  HIV.  These  assessments  were  completed  in 
collaboration  with  major  in-country  partners  including  the  Ministry  of  Health  and  non- 
governmental organizations.  The  assessments  provided  the  framework  for  each  country 
to  develop  a  joint  HHS/USAID  initial  Implementation  Plan. 
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Mrs.  Lowey:  The  President's  plan  also  calls  for  treating  two  million  and  caring 
for  10  million  HIV-  infected  persons.  In  fact,  half  of  the  new  funding  in  the  President's 
proposal  would  be  devoted  to  treatment.  Does  the  Administration  have  more 
information  about  how  it  plans  to  acquire  and  distribute  low-cost  antiretrovirals  (ARVS) 
to  Initiative  countries? 

Secretary  Thompson:  It  is  anticipated  that  funds  from  the  President's  initiative 
will  be  available  to  purchase  products  of  high  quality  at  the  lowest  possible  cost, 
including  but  not  limited  to  so-called  'generic5  pharmaceuticals.  We  have  not  estimated 
the  extent  to  which,  if  any,  the  U.S.  Government  itself  will  make  these  purchases,  as  the 
recipients  of  grants  to  support  projects  as  part  of  the  Emergency  AIDS  Relief  Plan  will 
likely  also  make  the  purchases  of  the  necessary  supplies. 

The  Administration  is  eager  to  work  with  all  parties  who  are  interested  in 
contributing  to  this  important  effort  to  combat  the  global  HIV/ AIDS  epidemic  by 
ensuring  that  high-quality,  affordable  drugs  are  available  to  those  in  need  of  them. 

SMALLPOX 

Mrs.  Lowey:  New  York  City  and  State  are  struggling  to  pay  for  the  costs  of 
implementing  a  smallpox  program.  I  realize  HHS  recently  announced  that  States  and 
municipalities  can  use  20  percent  of  their  CDC  bioterrorism  funds  for  this  cause,  but  this 
is  not  enough.  First  of  all,  when  the  bioterrorism  funding  was  initially  appropriated  the 
smallpox  program  was  not  even  on  our  radar  screen.  My  city  and  State,  therefore, 
obligated  their  funds  for  other  chemical,  biological,  and  nuclear  attack  readiness 
activities.  Yes,  I  know  your  department  will  argue  that  not  all  of  the  fiscal  year  2002 
funding  has  been  drawn  down  yet,  but  that  is  a  reflection  of  the  billing  process,  not  a 
lack  of  bioterrorism  preparedness  investments.  Furthermore,  even  if  New  City  were  to 
use  20  percent  of  its  bioterrorism  funding  for  smallpox  preparedness,  it  would  barely 
cover  the  bill.  The  cost  of  implementing  just  Phase  I  of  the  smallpox  program  is  S9.5 
million.  If  New  York  City  uses  20  percent  of  both  its  fiscal  year  2002  and  2003  funding 
it  would  only  add  up  to  roughly  $8.5  million.  In  addition,  the  State  and  city  would  have 
to  abandon  other  important  readiness  projects.  Can  you  please  respond  to  these 
concerns? 

Secretary  Thompson:  Many  of  the  costs  included  in  estimates  like  these  include 
work  that  is  essential  to  being  prepared  in  case  a  post-event  vaccination  campaign  is 
ever  needed.  That  work  has  always  been  an  essential  part  of  the  bioterrorism  grants. 
For  example.  New  York  would  have  needed  to  develop  and  train  smallpox  response 
teams  even  if  no  vaccinations  had  been  recommended  at  this  time.  Similarly, 
information  systems  needed  to  be  put  in  place  in  advance  to  track  vaccinations  and 
vaccine  reactions.  Those  are  costs  of  bioterrorism  preparedness,  whether  or  not  any 
pre-event  vaccinations  are  done.  Having  said  that,  I  do  understand  the  fiscal  situation  of 
State  and  local  governments,  and  will  continue  to  work  with  you  on  the  issue  of 
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vaccination  costs.  As  part  of  this  effort,  my  Department  will  soon  provide  some 
assistance  to  states  from  the  $100  million  appropriated  for  smallpox  vaccine 
administration  costs  in  the  War  Supplemental. 

STEPS  TO  A  HEALTHIER  US 

Mrs.  Lowey:  I  could  not  agree  with  you  and  the  President  more  about  the  need 
to  increase  efforts  to  prevent  chronic  diseases,  and  was  pleased  to  read  about  Steps  to  a 
Healthier  US  in  your  testimony.  You  describe  the  program  as  a  "department-wide" 
endeavor.  Can  you  please  expand  on  that  description  and  provide  the  committee  with  a 
more  thorough  description  of  this  initiative? 

Secretary  Thompson:  Steps  To  A  Healthier  US  is  a  targeted  disease  prevention 
community  initiative  focusing  on  translating  research  findings  into  practice.  The  goal  is 
preventing  chronic  diseases  that  are  responsible  for  a  major  portion  of  the  mortality  in 
this  country.  The  initiative  seeks  to  reduce  obesity,  diabetes,  and  asthma-related 
complications.  Research  has  shown  that  a  healthy  lifestyle-  such  as  eating  right,  being 
active,  etc.  -  can  dramatically  reduce  the  burden  of  these  diseases.  CDC  will  be  the  lead 
agency  for  this  initiative  with  full  participation  from  other  agencies  of  the  Department 
through  a  coordinating  committee.  A  single  cooperative  agreement  will  fund  States, 
territories,  cities,  communities  and  tribes  to  carry  out  this  initiative  through 
implementation  of  public  health  strategies.  The  cooperative  agreement  will  focus  on 
obesity,  diabetes  and  asthma  with  these  goals:  prevent  75,000  to  100,000  Americans 
from  developing  diabetes;  prevent  100,000  to  150,000  Americans  from  developing 
obesity;  and;  prevent  50,000  Americans  from  being  hospitalized  for  asthma. 

Mrs.  Lowey:  Can  you  also  discuss  why  at  the  same  time  the  Administration  is 
touting  this  $125  million  effort  as  the  key  to  promoting  healthier  living,  you're  cutting 
funding  for  CDCs  Nutrition  and  Physical  Activity,  Chronic  Disease  Prevention,  and 
Health  Promotion  programs  -  programs  aimed  at  promoting  healthy  living  and  reducing 
chronic  disease? 

Secretary  Thompson:  When  the  FY  2004  HHS  budget  request  was  submitted, 
Congress  had  not  yet  completed  action  on  the  FY  2003  appropriation.  In  the  end, 
Congress  increased  FY  2003  funding  for  a  number  of  programs  above  the  levels  that  had 
been  anticipated.  Apparent  funding  cuts  to  several  subactivities  within  Chronic  Disease 
Prevention  and  Health  Promotion  are  primarily  due  to  these  unanticipated  increases  in 
the  FY  2003  budget.  For  example,  funding  for  the  Nutrition,  Physical  Activity  and 
Obesity  program  is  requested  at  $27  million,  -$7  million  below  FY  2003  mainly  because 
of  a  higher  than  expected  FY  2003  appropriation.  Overall  funding  for  the  Chronic 
Disease  Prevention  and  Health  Promotion  activity  is  requested  at  $834  million, 
+$44  million  over  FY  2003.  In  addition,  CDCs  budget  structure  is  such  that  savings 
from  management  improvements  are  displayed  in  every  activity  line.  These  savings 
affect  intramural  CDC  spending,  not  grants  to  States. 
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WISEWOMAN 

Ms.  Delauro:  Mr.  Secretary,  chronic  diseases  such  as  heart  disease,  stroke  and 
cancer  are  among  the  most  prevalent  and  costly  health  problems.  Uninsured  women 
may  be  especially  vulnerable  to  such  diseases  because  they  are  less  likely  than  their 
insured  counterparts  to  receive  screening  for  breast  cancer,  high  blood  pressure  and 
cholesterol.  Developing  effective  strategies  for  reducing  these  risk  factors  can  greatly 
improve  the  health  of  these  vulnerable  women. 

In  1995,  the  CDC  initiated  the  WISEWOMAN  program,  which  provides  heart 
disease  and  stroke  preventive  services  to  participants  in  CDC's  National  Breast  and 
Cervical  Cancer  Early  Detection  Program.  WISEWOMAN  provides  breast  and  cervical 
cancer  screenings  to  low-income  and  uninsured  women  ages  40-64  and  also  screens 
women  for  risk  factors  for  heart  disease-their  No.  1  killer  -  and  for  stroke  -  their  No.  3 
killer~and  provides  lifestyle  counseling  and  education  as  appropriate.  Currently,  CDC 
support  his  vital  program  in  1 1  States.  How  much  would  it  take  to  fully- fund  the 
WISEWOMAN  program,  so  that  all  States~and  the  women  who  live  in  them-  will 
benefit? 

Secretary  Thompson:  The  WISEWOMAN  demonstration  program  offers 
cardiovascular  screening  and  counseling  services  to  uninsured  and  underinsured  women 
aged  40-64  who  qualify  for  other  services  through  the  National  Breast  and  Cervical 
Cancer  Early  Detection  Program.  The  program  is  currently  authorized  to  be  carried  out 
in  only  three  States,  with  funding  directed  through  the  National  Breast  and  Cervical 
Cancer  Early  Detection  program.  Recent  appropriations  bills  have  overridden  the 
authorization  to  allow  these  demonstrations  in  more  States.  The  FY  2004  budget 
contains  $10  million  for  12  States  and  tribal  groups.  Set  up  as  a  demonstration, 
WISEWOMAN  was  never  intended  to  provide  services  to  all  low-income  women  ages 
40-64.  but  rather  to  evaluate  the  effectiveness  of  providing  this  set  of  services  to  this 
population.  CDC  estimates  that  the  actual  amount  it  would  cost  to  fully  fund 
WISEWOMAN  in  all  States  would  be  $185  million.  The  breakdown  for  their  estimate 
is  as  follows:  $147  million  to  state-based  programs  (average  award  of  $2.1  million); 
$5  million  to  national  organizations;  $8.7  million  for  prevention  research;  $3  million  for 
public  and  provider  education;  $5.3  million  for  evaluation  and  $16.5  million  for 
program  oversight  and  technical  assistance.  The  FY  2004  budget  focuses  on  expanding 
cancer  screening  and  does  not  propose  to  expand  the  WISEWOMAN  demonstration.  It 
should  be  noted  that  HHS  has  made  increased  access  to  health  care,  including  screening, 
for  the  uninsured  a  high  priority  through  a  range  of  programs  including  those  in  CMS 
and  HRSA's  Health  Center  program.  The  Health  Center  program  is  requested  at 
$1.6  billion  in  FY  2004,  +$122  million  over  FY  2003. 
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LIHEAP 

Ms.  Delauro:  As  the  former  Governor  of  Wisconsin,  you  understand  the  need 
for  LIHEAP.  I  am  very  concerned  about  the  adequacy  of  your  proposed  budget.  The 
need  for  assistance  is  growing.  In  your  own  State  of  Wisconsin,  for  example,  there  was 
a  12  percent  increase  in  participants  this  year  (up  from  73.857  to  82,745).  In  addition, 
prices  for  natural  gas  are  up  by  30  percent  and  heatmg  oil  prices  are  up  by  50  percent.  In 
my  State  of  Connecticut  alone,  the  average  price  of  residential  heating  oil  is  SI  .86  per 
gallon  -  the  highest  residential  heating  oil  prices  in  all  of  New  England.  While  I  am 
pleased  that  the  President  proposed  adding  S300  million  in  emergency  funding.  I  was 
disappointed  to  see  a  cut  of  S88  million  in  regular  funding.  Shouldn't  the  budget  be 
increased  to  address  the  need  for  assistance  -  both  to  address  higher  prices  and 
increased  number  of  applicants? 

Secretary  Thompson:  The  FY  2004  request  includes  a  total  of  S2  billion  in 
budget  authority  for  the  LIHEAP  program.  This  is  S212  million  above  the  FY  2003 
appropriation.    While  heating  oil  prices  have  spiked  recently,  the  Department  of  Energy 
expects  this  to  be  a  temporary  price  increase.  In  FY  2003,  Congress  rescinded  SI 00 
million  in  contingency  funds  carried  over  from  FY  2001  to  increase  funding  for  the  base 
formula  grant.  To  ensure  contingency  funds  are  available,  $300  million  were  requested 
in  FY  2004  -  providing  the  flexibility  to  address  unexpected  events,  including  price 
issues.  On  January  24th,  2003,  for  example,  I  was  concerned  with  higher-than-expected 
fuel  oil  prices,  so  we  released  funds  to  States,  and  tailored  the  release  to  meet  the  needs 
of  States  with  a  higher  dependence  on  fuel  oil. 

Ms.  Delauro:  Preliminary  data  suggests  that  we  will  see  a  significant  increase  in 
the  number  of  households  receiving  shut-off  notices  when  current  State  shut-off 
moratoriums  begin  expiring  at  the  end  of  this  month  because  of  higher  prices  and 
continuing  high  unemployment.  How  are  you  planning  to  address  the  problem^  Are 
you  going  to  request  a  supplemental  appropriation  for  LIHEAP?  For  example,  Iowa 
utilities  have  reported  a  25%  increase  in  the  number  recipients  with  past  due  accounts 
with  the  total  amount  owed  increasing  by  50%. 

Secretary  Thompson:  A  LIHEAP  supplemental  request  is  not  currently  planned. 
States  that  have  not  requested  100%  of  their  share  of  the  FY  2003  appropriation  can  do 
so,  and  receive  the  balance  of  their  allotment  for  winter  use.  Iowa  is  one  of  these  States 
that  could  request  to  receive  additional  funding  this  quarter. 

MENTAL  HEALTH 

Ms.  Delauro:  Mr.  Secretary,  I  wanted  to  talk  to  you  about  another  issue  of 
importance  to  me,  mental  health.  Recently,  the  President's  New  Freedom  Commission 
on  Mental  Health  released  its  Interim  Report.  Sadly,  the  Report  found  mat  our  nation's 
failure  to  prioritize  mental  health  is  a  national  tragedy. 
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The  Commission's  Chairman,  Michael  Hogan,  stated  "The  good  news  is  that 
recovery  from  mental  illness  is  a  reality;  a  range  of  safe  and  effective  treatments, 
services  and  supports  exist  for  men,  women  and  children  with  mental  illness.  Yet,  half 
of  all  people  who  need  treatment  for  mental  illness  do  not  receive  it.  The  rate  is  even 
lower  for  racial  and  ethnic  minorities  and  the  quality  of  care  they  receive  is  poorer."  As 
Secretary,  what  steps  would  you  take  to  prioritize  mental  health? 

Secretary  Thompson:  The  FY  2004  budget  proposal  continues  to  maintain  the 
Department's  priority  for  strong  mental  health  services  programs.  We  are  proposing 
increases  for  two  populations  that  have  critical  mental  health  service  needs  -  children, 
through  the  Children's  Mental  Health  Services  program,  and  the  homeless  through 
PATH,  the  Projects  for  Assistance  in  Transition  from  Homelessness.  Further, 
SAMHS A  continues  to  collaborate  with  other  Federal  organizations,  such  as  HRSA  on 
projects  to  integrate  primary  care  with  mental  health,  to  ensure  that  mental  health 
services  are  an  integral  part  of  their  programs. 

HHS  is  waiting  to  see  the  final  report  from  the  President's  New  Freedom 
Commission  on  Mental  Health  to  guide  us  in  responding  to  other  critical  needs.  The 
Commission  acknowledges  the  fragmentation  issue  that  exists  within  the  current  system 
of  care  and  we  expect  to  be  fully  responsive  to  their  recommendations. 

Ms.  Delauro:  How  does  HHS  propose  to  get  treatment  to  more  than  50  percent 
of  our  population  that  need  it  -  particularly  for  communities  of  color? 

Secretary  Thompson:  Overall,  the  HHS  discretionary  budget  includes 
$2.7  billion  for  mental  health  activities.  Within  this  total,  the  budget  targets  two  of  our 
most  vulnerable  and  needy  populations.  The  budget  seeks  a  9  percent  increase  for 
Children's  Mental  Health  Services  and  a  16  percent  increase  for  homeless  individuals 
through  PATH,  the  Projects  for  Assistance  in  Transition  from  Homelessness.  We  also 
support  States  through  the  Mental  Health  Block  Grant,  which  provides  treatment  to  over 
220,000  individuals.  The  Block  Grant  is  currently  moving  to  a  Performance  Partnership 
with  the  States,  which  will  emphasize  accountability  and  client  level  outcomes,  and 
provide  more  State  flexibility.  States  are  continuing  to  provide  the  bulk  of  the  support 
for  mental  health  services  through  other  resources  and  funding  streams,  such  as 
Medicaid,  State  revenues,  housing,  employment,  education,  etc.  In  addition,  the 
SAMHSA  discretionary  portfolio,  especially  the  Targeted  Capacity  Expansion  State 
Incentive  Grant  program,  focuses  on  underserved  populations  in  each  State  and  targets 
resources  to  those  most  in  need.  Finally,  the  enormous  investment  in  technical 
assistance  to  the  States  and  the  numerous  faith-based  and  community  service 
organizations  allow  evidence-based  model  programs  to  move  "Science  to  Services" 
resulting  in  higher  quality  services,  better  interventions,  and  positive  outcomes  for 
people  with  mental  illness.  SAMHSA  is  also  dedicated  to  serving  minority 
populations,  and  has  specified  mental  health  funding  for  services  and  activities  for 
communities  of  color.  There  is  $10  million,  a  22  percent  increase,  targeted  to 
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addressing  mental  health  concerns  for  minorities  with  HIV/AIDS,  and  $12.5  million,  a 
1 5  percent  increase,  in  the  Center  for  Mental  Health  Services  designated  for  mental 
health  services  and  activities  in  communities  of  color. 

The  Department  is  committed  to  providing  quality  mental  health  services  to 
communities  of  color.  Within  the  budget,  we  are  seeking  an  increase  of  S63.6  million. 
Examples  of  research  being  conducted  are:  assessing  risk  factors  for  suicide,  with  an 
emphasis  on  interventions  for  underserved  populations,  and  research  to  develop 
culturally  appropriate  mental  health  interventions  and  services. 

Ms.  Delauro:  Finally,  I  applaud  the  Commission  for  highlighting  the  importance 
of  intervening  early  to  prevent  mental  health  problems,  its  recognition  of  the  important 
role  that  schools  can  play  in  provision  of  mental  health  services,  and  its 
acknowledgment  of  the  need  to  expand  model  wraparound-services  to  children  who  are 
at  risk  of  more  serious  problems  if  their  needs  are  not  recognized  and  treated.  What 
actions  would  you  consider  to  deliver  mental  health  services  in  a  place  long  overlooked 
(as  indicated  in  the  report)  ~  our  Nation's  schools? 

Secretary  Thompson:  HHS/SAMHSA  is  collecting  data  and  supporting  grants  to 
improve  the  effectiveness  of  mental  health  services  in  school  systems.  This  program 
includes  a  major  joint  initiative  with  the  Departments  of  Education  and  Justice. 
SAMHSA  has  worked  to  ensure  that  mental  health  promotion,  prevention  of  emotional 
and  behavioral  disorders,  mental  health  treatment,  and  substance  abuse  prevention  and 
early  intervention  are  key  components  of  this  interdepartmental  initiative  entitled,  "Safe 
Schools/Healthy  Students."  The  current  143  Safe  Schools/Healthy  Students  (SS/HS) 
funded  projects  address  all  six  of  the  following  programmatic  elements  in  implementing 
their  three-year,  comprehensive  plans:  (1)  school  safety,  (2)  alcohol  and  other  drug  and 
violence  prevention  and  early  intervention  programs,  (3)  school  and  community  mental 
health  preventive  and  treatment  intervention  services,  (4)  early  childhood  psychosocial 
and  emotional  development  programs,  (5)  educational  reform,  and  (6)  safe  school 
policies.  In  addition,  all  grantees  are  implementing  activities  and  programs  in  each  area 
that  are  based  on  the  best  evidence  available  about  their  effectiveness. 

The  mental  health  component  of  the  SS/HS  initiative  has  two  purposes:  (1)  to 
provide  mental  health  preventive  services  early  to  reduce  risk  of  onset  or  delay  the  onset 
of  emotional  and  behavioral  problems  for  some  children;  and,  (2)  to  identify  those 
children  who  already  have  serious  emotional  disturbance  and  ensure  that  they  receive 
appropriate  referral,  treatment,  and  follow-up  services. 

SAMHSA  is  currently  conducting  the  first  national  survey  to  collect  information 
on  school  mental  health  services.  The  results  of  this  survey  will  enable  us  to  understand 
the  mental  health  treatment  resources  available  in  schools  and  the  nature  of  the  services 
that  are  provided. 
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TITLE  VII  HEALTH  PROFESSIONS  FUNDING 

Ms.  Delauro:  While  I  applaud  the  President's  recommended  increases  for  the 
National  Health  Service  Corps  and  Community  Health  Center  programs,  I'm  concerned 
that  with  the  drastic  cuts  made  to  the  Title  VII  and  VIII  programs,  our  health  care 
providers  may  not  be  prepared  to  provide  the  quality  care  the  country  deserves.  How  do 
you  plan  to  ensure  the  continued  success  of  the  National  Health  Service  Corps  and 
Community  Health  Center  programs  without  strong  support  for  the  Titles  VII  and  VIE 
programs? 

Secretary  Thompson:  We  believe  this  increase  in  the  National  Health  Service 
Corps  will  enable  us  to  meet  the  increased  Health  Center  staffing  needs  created  by  the 
President's  Initiative.  We  are  investing  in  programs  that  provide  direct  health  care 
service  to  underserved  communities,  and  that  address  the  current  challenges  facing  the 
health  professions  workforce.  For  FY  2004,  we  are  requesting  $1 .6  billion  for  the 
Health  Center  Initiative,  an  increase  of  $122  million,  for  the  third  year  of  the  President's 
Health  Center  Initiative.  By  2006,  we  will  have  created  an  additional  1,200  new  and 
expanded  health  center  sites  serving  an  additional  6  million  people.  We  are  also  seeking 
significant  investments  in  the  National  Health  Service  Corps.  Over  50  percent  of 
National  Health  Service  Corps  providers  meet  their  service  obligation  at  our  health 
centers.  Our  request  of  $213  million,  a  24  percent  increase,  will  support  a  total  field 
strength  of 4,300  health  care  providers. 

Along  with  our  increases  in  the  Health  Center  Program  and  the  National  Health 
Service  Corps,  we  maintain  a  significant  investment  of  $98  million  in  Title  VIII  nurse 
workforce  development  programs,  in  order  to  address  the  nursing  shortage.  We  also 
provide  a  $32  million  increase,  for  a  total  of  $60  million,  to  train  and  prepare  health  care 
professionals  to  recognize  symptoms  and  treat  patients  in  the  event  of  a  biological, 
chemical,  or  nuclear  attack. 

HEALTH  PROFESSIONAL  TRAINING 

Ms.  Delauro:  Those  who  work  in  Community  Health  Centers  are  pleased  that 
the  administration  budget  recognize  the  important  role  they  play  in  the  health  care  of 
Americans,  but  the  question  still  remains  of  how  to  train  staff  to  work  in  these  unique 
interdisciplinary  settings.  The  Title  VII-  funded  Area  Health  Education  Center  (AHEC) 
programs,  in  particular,  are  interdisciplinary  training  settings  that  allow  for  the  provision 
of  health  care  services  to  the  disadvantaged.  In  Connecticut  the  AHECs  recruit  middle 
and  high  school  students  into  the  field  of  nursing  and  allied  health  professionals,  whose 
shortages  plague  our  State.  Additionally,  they  undertake  a  variety  of  actions  to  retain  the 
professionals  in  the  workforce.  These  essential  functions  will  not  be  sustainable  or 
replaceable  without  the  continued  support  of  the  Federal  Government.  How  will  nurses, 
physicians  and  other  providers  be  trained  so  that  they  have  the  skills  necessary  to 
provide  care  to  CHC  patients  if  funding  for  Area  Health  Education  Centers  is 
eliminated,  as  is  proposed  in  the  President's  Budget? 
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Secretary  Thompson:  The  President's  Budget  is  investing  in  programs  that 
provide  direct  health  care  service  to  underserved  communities,  and  that  address 
challenges  facing  the  health  professions  workforce.  Over  the  past  two  decades  more 
than  $6  billion  has  been  invested  in  Title  VII  health  professions  training  and  most  of 
these  programs  have  not  directly  increased  services  to  underserved  populations.  State 
and  local  entities  provide  significant  funding  to  AHEC  programs  and  centers  within 
their  individual  States  to  respond  to  State  and  local  needs  as  well  as  Federal  priorities. 
The  AHEC  community-based  training  programs  at  rural  and  urban  underserved  area 
sites  have  been  well  received  and  it  is  anticipated  that  they  will  be  supported  by  State 
and  local  resources  in  the  future.  We  will  continue  to  monitor  health  care  workforce 
training  and  education  and  be  ready  to  respond  should  shortages  or  problems  emerge. 

CHILDREN'S  HOSPITALS  GRADUATE  MEDICAL  EDUCATION  (GME) 

Ms.  Delauro:  Mr.  Secretary,  since  1999,  Congress  has  worked  hard,  on  a 
bipartisan  basis,  to  provide  equitable  graduate  medical  education  funding  for  the 
Nation's  independent  children's  hospitals.  Through  their  academic  and  clinical 
programs,  these  institutions  directly  or  indirectly  touch  the  lives  of  every  child  in  the 
country.  I  am  proud  to  be  a  strong  supporter  of  the  Federal  Children's  Hospitals  GME 
Program  in  HRSA,  which  last  year  provided  more  than  $4  million  in  critically  needed 
support  for  the  education  mission  of  Connecticut  Children's  Medical  Center  in  Hartford. 
Why  has  the  Administration  proposed  to  cut  funding  for  the  program  by  nearly  a  third  - 
from  S292  million  to  $199  million  at  a  time  when  children's  hospitals  face  extraordinary 
financial  challenges  in  every  State?  Such  a  cut  could  seriously  harm  their  ability  to 
serve  all  children. 

Secretary  Thompson:  Since  FY  2000,  when  the  Children's  Hospitals  Graduate 
Medical  Education  Payment  Program  was  initiated,  Congress  has  expanded  the  program 
seven-fold,  going  from  S40  million  up  to  $290  million  in  FY  2003.  Our  proposal  for 
FY  2004  is  a  modest  effort  to  restrain  spending.  It  should  be  noted  that  these  funds 
subsidize  the  training  of  physicians  at  children's  hospitals,  and  are  not  intended  to 
provide  services  directly  to  children.  Even  with  this  reduction  in  GME  payments,  the 
approximately  60  free-standing  children's  hospitals  in  the  country  would  receive 
estimated  payments  of  $52,000  per  resident. 

NEWBORN  SCREENING 

Ms.  Delauro:  Mr.  Secretary,  your  home  State  of  Wisconsin  has  one  the  strongest 
newborn  screening  programs  in  the  country,  testing  infants  for  over  20  heritable 
disorders.  My  home  State  of  Connecticut  is  one  of  the  14  or  so  States  which  tests  for  at 
least  eight  heritable  disorders  -  and  our  public  health  officials  are  desperately  seeking 
the  resources  to  expand  to  include  additional  tests  now.  By  contrast,  over  one-half  of 
all  States  test  for  only  five  or  fewer  heritable  disorders.  As  a  result,  there  have  been 
some  tragic  stories  of  children  dying  from  certain  disorders  that  the  State  newborn 
screening  program  did  not  test  for,  but  had  the  child  been  screened  under  another  State's 
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more  comprehensive  newborn  screening  program,  the  disorder  would  have  been 
detected  and  easily  treated.  Under  Title  26  of  the  Children's  Health  Act  of  2000,  HHS  is 
authorized  to  provide  grants  to  States  so  that  they  can  keep  up  with  the  latest  in 
screening  technologies  to  improve  their  newborn  screening  programs  to  help  eliminate 
the  screening  gap.  For  the  second  year  in  a  row,  last  year's  Labor-HHS-Education 
appropriations  act  included  language  expressing  support  for  HRSA  to  implement  this 
program,  but  for  the  second  consecutive  year,  the  Administration's  budget  does  not 
provide  a  nickel  to  fund  Title  26  grants. 

Mr.  Secretary,  as  I  have  stated  before,  in  the  greatest,  most  prosperous  country  in 
the  world,  the  health  of  your  child  shouldn't  depend  on  your  particular  zip  code.  Not 
only  does  newborn  screening  save  lives,  but  it  also  saves  public  dollars  that  would  have 
to  be  spent  on  treatment  for  advanced  disorders.  I  raised  this  issue  with  you  last  year, 
and  would  like  to  get  a  firm  commitment  from  you  to  support  the  efforts  of  a  bipartisan 
group  of  members  who  want  to  fund  Title  26  this  year.  We  need  to  stop  talking  about 
the  merits  of  this  program  and  start  funding  it.  Members  of  this  Committee  who  have 
supported  the  newborn  screening  program  include  my  colleagues  Mr.  Cunningham,  Mr. 
Istook,  Mr.  Murtha,  Mr.  Hoyer,  Ms.  Roybal-Allard  and  me.  There  is  also  bipartisan 
support  for  this  program  in  the  Senate.  Together,  we  can  help  ensure  that  all  children 
receive  these  simple,  and  in  many  instances,  lifesaving  blood  tests.  We  should  do  no 
less.  The  FY  2004  budget  eliminates  funding  for  newborn  hearing  screening  and 
provided  no  funds  for  Title  26  of  the  Children's  Health  Act  of  2000  to  provide 
assistance  to  State  to  expand  their  newborn  screening  programs  for  metabolic  diseases. 
This  screening  provides  early  identification  of  infants  affected  by  certain  genetic, 
metabolic,  hormonal,  and  or  functional  conditions  for  which  there  may  be  an  effective 
treatment  or  intervention.  If  left  untreated,  these  disorders  can  cause  death,  disability, 
mental  retardation,  and  other  serious  illnesses.  I  am  pleased  that  you  have  increased  the 
MCH  block  grant  (by  $19  million)  but  this  additional  funding  will  not  be  enough  to 
provide  funding  for  newborn  screening  so  important  to  our  Nation's  youngest  children. 
In  these  economic  times,  you  know  States  are  hard  pressed  to  fund  these  crucial 
programs,  how  can  we  explain  not  funding  these  programs? 

Secretary  Thompson:  While  we  are  not  requesting  specific  funds  for  the 
Universal  Newborn  Hearing  Screening  program  in  HRSA,  the  Department  continues  to 
be  committed  to  strengthening  the  Nation's  newborn  screening  system. 

The  Maternal  and  Child  Health  Block  Grant,  which  we  increased  by  $21  million 
in  FY  2004,  for  a  total  of  $751  million,  provides  States  the  flexibility  to  fund  services 
like  newborn  hearing  screening.  Through  the  Maternal  and  Child  Health  Block  Grant's 
Special  Projects  of  Regional  and  National  Significance,  funding  will  continue  to  be 
provided  to  States  to  enhance  their  capacity  to  better  integrate  their  newborn  screening 
programs  with  the  State  Title  V  community-based  system  of  services  for  Children  with 
Special  Health  Care  Needs.  Federal  dollars  through  Medicaid,  which  reimburses  for 
newborn  screening  services  for  eligible  infants,  provides  another  funding  option  that 
States  can  utilize  for  the  over  one-third  of  all  births  that  are  Medicaid  eligible. 
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Technical  assistance,  screening  technology  training  and  educational  resources  will  also 
be  available  through  the  MCHB-funded  National  Newborn  Screening  and  Genetics 
Resource  Center  to  support  States  in  their  newborn  screening  efforts. 

On  February  3,  2003, 1  approved  the  establishment  of  the  Advisory  Committee 
on  Heritable  Disorders  and  Genetic  Diseases  in  Newborns  and  Children  as  a  first  step  in 
implementing  Title  XXVI  of  the  Children's  Health  Act  of  2000.  Specifically  authorized 
by  the  Act,  the  Committee  will  provide  advice  and  consultations  to  me  on  matters 
related  to  grants  and  projects  authorized  by  the  Act  and  the  development  of  policies  and 
priorities  that  will  reduce  mortality  or  morbidity  from  heritable  disorders. 

FOOD  SAFETY/BIOTERRORISM 

Ms.  Delauro:  Two  days  ago,  Secretary  Ridge  announced  the  creation  of 
Operation  Liberty  Shield,  a  plan  to  increase  security  for  the  homeland.  Along  with  a 
variety  of  other  efforts,  the  Secretary  mentioned  food  safety  as  part  of  this  plan. 
Specifically,  he  mentioned  that  there  will  be  "greater  inspection  of  imported  food"  and 
that  food  security  will  be  part  of  this  coordinated,  national  plan.  Is  FDA  part  of 
Operation  Liberty  Shield?  How  are  you  contributing  to  the  plan? 

Secretary  Thompson:  In  FDA's  continuing  efforts  to  ensure  the  safety  and 
security  of  the  nation's  food  supply,  just  yesterday,  they  issued  new  security  guidance  as 
part  of  Operation  Liberty  Shield.  FDA  announced  the  availability  of  four  guidance 
documents  designed  to  help  manufacturers  minimize  the  risk  of  tampering  or  other 
malicious,  criminal  or  terrorist  actions.  FDA  also  announced  increased  surveillance  of 
domestic  and  imported  foods,  and  enhanced  collaboration  with  other  government 
agencies  as  part  of  its  Liberty  Shield  Initiatives. 

Ms.  Delauro:  My  understanding  is  that  FDA  currently  is  only  able  to  inspect  a 
little  over  1%  of  imported  foods,  even  with  the  additional  inspectors  you  received  from 
the  FY  2002  supplemental.  What  percentage  of  food  imports  are  you  able  to  inspect? 

Secretary  Thompson:  Food  imports  inspections  will  remain  at  the  heightened 
levels  to  be  achieved  in  FY  2003.  Physical  examinations  at  ports  of  entry  are 
increasingly  using  new  portable  biosensors,  radiation  detectors,  etc.,  but  as  important  as 
direct  examinations  are,  we  are  currently  considering  other  ways  to  build  upon  direct 
examinations  of  imports  to  ensure  our  food  supply  is  safe.  A  new  registration  system  is 
being  put  in  place,  and  recent  law  changes  will  help  target  our  efforts  by  providing 
advance  notice  of  planned  imports.  There  are  activities  we  can  undertake,  such  as 
working  with  foreign  countries  and  foreign  producers,  on  the  front  end,  in  how  the 
goods  are  produced,  and  how  they  are  packaged  and  sent  to  this  country  to  ensure  our 
food  supply  is  safe.  FDA  is  developing  a  strategic  plan,  which  we  expect  to  have  out 
this  year,  that  takes  a  comprehensive  approach  to  evaluating  the  production  and 
shipment  of  imports,  and  considers  more  cost-effective  means  to  achieving  the  same 
end. 
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Ms.  Delauro:  Do  you  have  the  necessary  resources  to  protect  the  public  health? 

Secretary  Thompson:  In  our  proposed  budget,  FDA's  overall  food  safety  request 
-  which  is  much  broader  than  the  Bioterrorism-specific  activities  -  increases  by 
$2.6  million  for  a  total  FDA  food  safety  budget  of  $515.5  million.  The  request  includes 
a  $20.5  million  increase,  partially  offset  by  management  savings  for  Bioterrorism- 
specific  food  safety  activities.  This  is  the  largest  amount  of  spending  we  have  ever  had 
for  food  security  and  reflects  a  substantial  increase  over  where  our  budget  was  just  a 
couple  of  years  ago  before  big  increases  in  our  inspection  personnel  and  other  food 
security  support  staff.  I  expect  FDA  to  have  a  comprehensive  import  strategic  plan  out 
this  year,  reflecting  FDA's  recently  expanded  authorities,  recent  funding  increases,  and 
regulations  being  implemented  to  take  us  to  a  new  level  of  security  and  confidence  with 
respect  to  the  foods  that  we  import. 

Ms.  Delauro:  How  will  you  comply  with  Secretary  Ridge's  call  to  have  greater 
inspection  of  imported  foods? 

Secretary  Thompson:  In  FDA's  continuing  efforts  to  ensure  the  safety  and 
security  of  the  nation's  food  supply,  just  yesterday,  they  issued  new  security  guidance  as 
part  of  Operation  Liberty  Shield.  FDA  announced  the  availability  of  four  guidance 
documents  designed  to  help  manufacturers  minimize  the  risk  of  tampering  or  other 
malicious,  criminal  or  terrorist  actions.  FDA  also  announced  increased  surveillance  of 
domestic  and  imported  foods,  and  enhanced  collaboration  with  other  government 
agencies  as  part  of  its  Liberty  Shield  Initiatives. 

Ms.  Delauro:  With  the  creation  of  Operation  Liberty  Shield,  has  there  been  any 
discussion  about  looking  at  the  possibility  of  creating  a  single  food  agency? 

Secretary  Thompson:  We  have  thought  very  hard  about  this.  We  had  an 
interagency  group  work  on  the  issue  last  year.  At  the  conclusion  of  the  process  last  fall, 
the  recommendation  was  that  now  is  not  the  time  to  push  for  a  single  food  agency,  but 
that  we  need  to  continue  efforts  to  ensure  the  different  agencies  with  responsibilities 
over  food  safety  are  working  together  as  effectively  as  possible.  We  continue  to  be 
focused  on  this  matter  now  and  working  with  the  other  agencies  involved  in  ensuring 
our  food  supply  is  safe.  We  have  made  tremendous  strides  during  my  tenure  to  ensure 
the  safety  of  food  FDA  regulates,  and  I  seek  to  continue  building  upon  those  successes. 

Ms.  Delauro:  With  the  threat  of  a  bioterrorist  attack  on  our  food  supply,  do  you 
think  it's  time  we  looked  at  consolidating  our  food  safety  system  into  one  agency? 

Secretary  Thompson:  The  Administration  has  looked  at  this,  and  a  conclusion 
has  been  reached  that  now  is  not  a  good  time  to  push  for  a  single  food  agency.  There 
was  a  lot  of  consideration  given  to  this  matter  by  me,  some  of  my  colleagues,  and  others 
in  the  Administration  who  have  been  involved  in  food  safety  issues.  We  concluded  it 
would  be  best  to  focus  efforts  to  identify  any  remaining  gaps  and  address  them  so  we  are 
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effective  in  ensuring  that  our  nation's  food  supply  is  protected.  We  have  made 
tremendous  strides  during  my  tenure  to  ensure  the  safety  of  food  FDA  regulates,  and  I 
seek  to  continue  building  upon  those  successes. 

PEDIATRIC  RULE 

Ms.  Delauro:  As  you  know,  yesterday  the  Senate  Health  and  Education 
Committee  unanimously  voted  out  legislation  to  restore  the  pediatric  rule.  While  I  and 
many  members  of  the  committee  (the  amendment  vote  was  along  party  lines)  were  very 
disappointed  that  the  bill  was  amended  to  time  limit  the  authority  of  the  FDA  to  require 
that  drugs  be  tested  for  children,  that  vote  was  an  important  step  in  moving  the  bill 
forward  and  I  hope  that  the  House  will  act  quickly  on  this  legislation.  Has  the 
Administration  endorsed  this  legislation? 

Secretary  Thompson:  The  Administration  provided  Congress  the  principles  we 
endorse  in  establishing  FDA's  authority  to  require  pharmaceutical  manufacturers  to 
conduct  appropriate  pediatric  clinical  trials  on  new  drugs  and  biologies. 

Ms.  Delauro:  The  Administration  has  stated  that  "public  health  will  be  best 
served  by  enabling  the  FDA  to  require  testing  of  drugs  for  pediatric  use"  (quote  from 
12/16/02  HHS  press  release).  Does  that  mean  that  the  Administration  will  oppose  "sun 
setting"  that  authority? 

Secretary  Thompson:  The  Administration  supports  codification  of  the  Pediatric 
Rule  which  did  not  have  a  "sunset".  We  want  to  make  sure  that  it  is  done  as  soon  as 
possible  because  there  are  studies  not  being  performed  now.  We  need  action  right  away 
to  get  this  enacted  into  law,  and  I  appreciate  your  support  for  that. 

Ms.  Delauro:  Why  would  we  time  limit  the  authority  of  the  FDA  to  make  sure 
medicines  are  safe  for  children  when  we  don't  time  limit  their  authority  to  protect 
adults? 

Secretary  Thompson:  The  Administration  supports  codification  of  the  Pediatric 
rule  which  did  not  have  a  time  limit  on  the  authority  of  FDA  to  make  sure  medicines  are 
safe  for  children.  However,  we  have  worked  with  members  and  staff  to  communicate 
our  support  for  legislation  that  gives  FDA  the  authority  to  make  sure  medicines  are  safe 
for  children. 

AUDIOLOGY 

Ms.  Delauro:  Mr.  Secretary,  as  you  know,  CMS  still  has  two  different 
definitions  of  who  is  a  qualified  audiologist,  on  for  Medicare  and  one  for  Medicaid.  I 
appreciate  that  you  are  trying  to  fix  this  problem.  When  do  you  think  we  might  finally 
see  a  proposed  Medicaid  regulation?  It  has  been  two  years  since  you  said  you  would 
"get  it  done." 
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Secretary  Thompson:  This  regulation  was  published  in  the  Federal  Register  on 
April  2.  This  proposed  rule  would  revise  the  requirements  for  audiologists  furnishing 
services  under  the  Medicaid  program.  In  addition,  it  would  create  consistency  with  the 
Medicare  requirements  that  define  a  qualified  audiologist  by  recognizing  the  role  of 
State  licensure  in  determining  provider  qualifications.  These  revised  standards  would 
expand  State  flexibility  in  choosing  qualified  audiologists  (NB:  This  proposed  rule  can 
be  found  at  vvww.access.gpo.gov/su_docs/fedreg/a030402c.html). 

DRUG  IMPORTS 

Ms.  Delauro:  Secretary  Thompson,  I  know  that  you  have  been  asked  on  several 
occasions  about  the  Department's  position  with  respect  to  the  import  of  prescription 
drugs  from  Canada.  You  have  previously  indicated  that  you  are  satisfied  with  the 
Canadian  laws  and  the  Canadian  manufacturing  processes  and  practices.  As  you  are 
aware,  hundreds  of  thousands  of  Americans  import  drugs  from  Canadian  pharmacies. 
As  long  as  there  is  documentation  that  a  U.S.  physician  has  prescribed  the  drug,  that  the 
drug  is  for  personal  use,  and  that  there  is  no  more  than  a  90-day  supply,  border  agents 
from  the  Food  and  Drug  Administration  and  the  Customs  Department  permit  the  drugs 
to  be  imported  into  the  U.S.  This  is  the  general  rule,  although  I  understand  there  are 
specific  exceptions  for  controlled  substances  and  certain  other  drugs  about  which  the 
FDA  may  have  specific  concerns.  As  I  am  sure  you  understand,  among  Americans  who 
order  these  drugs,  there  is  concern  about  whether  the  FDA  will  exercise  its  enforcement 
discretion  consistently.  Can  you  assure  this  Committee  for  the  record  that  the  FDA  has 
consistently  exercised  its  enforcement  discretion  to  permit  the  import  of  drugs  for 
personal  use  under  the  conditions  I  have  described  and  that  it  will  continue  to  do  so? 

Secretary  Thompson:  First  of  all,  the  United  States  Federal  Food,  Drug  and 
Cosmetic  Act  prohibits  the  interstate  shipment  of  unapproved  new  drugs.  The 
importation  of  drugs  that  lack  FDA  approval,  whether  for  personal  use  or  otherwise, 
violates  that  Act.  Unapproved  new  drugs  are  any  drugs,  including  foreign-made 
versions  of  U.S.  approved  drugs,  that  have  not  been  manufactured  in  accordance  with 
and  pursuant  to  an  FDA  approval.  The  importers  have  an  obligation  to  demonstrate  to 
FDA  that  any  drugs  offered  for  importation  have  been  approved  by  FDA. 

Regarding  enforcement  discretion  and  when  personal  importation  of  drugs  is 
allowed,  FDA  and  U.S.  Customs  Service  have  consistently  collaborated  in  examination 
efforts.  The  U.S.  Customs  Service  (not  FDA)  is  responsible  for  examining  personal 
baggage  and  parcels.  In  their  examinations,  Customs  looks  for  FDA-regulated  items 
intended  for  commercial  distribution,  items  FDA  specifically  requested  be  detained,  or 
any  FDA  regulated  items  that  appear  to  represent  a  health  fraud  or  an  unknown  risk  to 
health.  FDA  personnel  use  their  discretion  on  a  case  by  case  basis  in  determining 
whether  to  detain,  refuse  or  allow  entry  of  items  brought  to  their  attention  by  Customs. 
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When  deciding  whether  to  exercise  discretion  to  allow  personal  importation  of 
drugs,  FDA  personnel  may  consider  whether  the  following  apply: 

•  The  intended  use  is  unapproved  and  for  a  serious  condition  for  which  effective 
treatment  may  not  be  available  domestically  either  through  commercial  or 
clinical  means; 

•  There  is  no  known  commercialization  or  promotion  to  persons  residing  in  the 
U.S.  by  those  involved  in  the  distribution  of  the  product  at  issue; 

•  The  product  is  considered  not  to  represent  an  unreasonable  risk;  and 

•  The  individual  seeking  to  import  the  product  affirms  in  writing  that  it  is  for  the 
patient's  own  use  (i.e.  no  more  than  a  90  day  supply)  and  provides  the  name  and 
address  of  the  U.S.-licensed  doctor  responsible  for  treatment  or  provides 
evidence  that  the  product  is  for  the  continuation  of  a  treatment  begun  in  a  foreign 
country. 

With  this  criteria  as  their  guidance,  FDA  has  consistently  exercised  its 
enforcement  discretion,  and  will  continue  to  do  so. 
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 Genera!  Departmental  Management  

APPROPRIATION  LANGUAGE 
For  necessary  expenses,  not  otherwise  provided,  for  general  departmental  management, 
including  hire  of  six  sedans,  and  for  carrying  out  titles  IH,  XVII,  and  XX  of  the  Public  Health 
Service  Act,  and  the  United  States-Mexico  Border  Health  Commission  Act,  [$301,703,000] 
$348.100. 000,  together  with  $5,851,000  to  be  transferred  and  expended  as  authorized  by  section 
201(g)(1)  of  the  Social  Security  Act  from  the  Hospital  Insurance  Trust  Fund  and  the 
Supplemental  Medical  Insurance  Trust  Fund:  Provided,  That  of  the  funds  made  available  under 
this  heading  for  carrying  out  title  XX  of  the  Public  Health  Service  Act,  $1 1,885,000  shall  be  for 
activities  specified  under  section  2003(b)(2),  of  which  $10,157,000  shall  be  for  prevention 
service  demonstration  grants  under  section  510(b)(2)  of  title  V  of  the  Social  Security  Act,  as 
amended,  without  application  of  the  limitation  of  section  2010(c)  of  said  title  XX:  Provided 
further,  That  of  this  amount  $50,000,000  is  for  minority  AIDS  prevention  and  treatment 
activities;  and  [$21,998,000]  $18.400.000  shall  be  for  an  Information  Technology  Security  and 
Innovation  Fund  for  Department-wide  activities  involving  cybersecurity,  information  technology 
security,  and  related  innovation  projects,  and  $5.000.000  is  to  assist  Afghanistan  in  the 
development  of  maternal  and  child  health  clinics,  consistent  with  section  103(a)(4)(H)  of  the 
Afghanistan  Freedom  Support  Act  of 2002.  (Department  of  Health  and  Human  Services 
Appropriations  Act,  2002,  as  enacted  by  Title  II  of  PL  107-116.) 
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LANGUAGE  ANALYSIS 


Language  Provision 

"and  $5,000,000  is  to  assist  Afghanistan  in 
the  development  of  maternal  and  child 
health  clinics,  consistent  with  section 
103(a)(4)(H)  of  the  Afghanistan  Freedom 
Support  Act  of  2002" 


Explanation 

The  FY  2004  request  includes  an  increase  of 
$5,000,000  to  support  a  joint  HHS/  DoD 
initiative  to  improve  the  largest  women's 
hospital  in  Kabul,  Afghanistan,  and  to  create 
four  satellite  teaching  clinics  for  maternal 
and  child  health  care.  This  language 
specifies  the  amount  of  funding  to  be  made 
available  for  this  effort. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION1 

FY  2002  FY  2003            FY  2004 

Actual  Pres  Budget  Estimate 

General  funds: 

Annual  appropriation  $341,703,000  $387,880,000  $348,100,000 

Rescission  pursuant  to  PL  107-116    -502,000 

Rescission  pursuant  to  PL  107-206    -1.165,000   -   - 

Subtotal                                                        340,036,000  387,880,000  348,100,000 

Comparable  transfers  to: 

Other  HHS  Operating  Divisions,  for  proposed  consol- 
idation of  Public  Affairs  and  Legislation  functions  .               -  -27,793,000 

Accrued  retirement  cost  proposal     -        -9,336,000   - 

Subtotal                                                        340,036,000  350,751,000  348,100,000 

Real  transfer  from: 

Office  for  Civil  Rights,  for  consolidation  of 

administrative  functions                                        +376,000  +385,000 

Real  transfer  to: 

Department  of  Homeland  Security,  for  Office 
of  Emergency  Preparedness/Response  (net  of 

Commissioned  Corps  Readiness  Force)    -12,960,000       -1  3.947.000   = 

Subtotal,  adjusted  general  funds                              327,452,000  337,189,000  348,100,000 


Trust  funds: 

Annua!  appropriation   +5.85 L00O        +5.851.000  +5.851.000 

Subtotal,  adjusted  trust  funds    5,851,000         5,851,000  5,851,000 


Subtotal,  adjusted  budget  authority    333,303,000       343,040,000  353,951,000 

Unobligated  balance  lapsing   -2.227.000   -   = 

Total  obligations  $331,076,000     $343,040,000  $353,951,000 


Excludes  the  following  amounts  for  reimbursable  activities  carried  out  by  this  account:  FY  2002  - 
$145,981,000;  FY  2003  -  $151,426,000;  FY  2004  -  $166,052,000. 
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SUMMARY  OF  CHANGES 


2003  Request  -  General  funds  (adjusted)   $337, 1 89,000 

Request  -  HI/SMI  trust  funds  transfer   5,851.000 

Total  adjusted  budget  authority   343,040,000 

2004  Request  -  General  funds   348,100,000 

Request  -  HI/SMI  trust  funds  transfer   5,851,000 

Total  estimated  budget  authority   $353,951,000 

Net  change   +$10,911,000 


2003  Current 

Estimate  Base  Change  from  Base 

Budget  Budget 

(PTE)    Authority  (PTE)  Authority 

Increases: 
A.  Built-in: 

1.  Annualization  of  January  2003  pay  raise  (3.1%)  (1,375)  $1 16,535,000  (-)  +$903,000 

2.  Effectof  January  2004  pay  raise  (2.0%)   (1,375)  116,535,000  (-)  +1,748,000 

3.  Within-grade  increases  and  career  ladder  promotions  ..  (1,375)  116,535,000  (-)  +1,093,000 

4.  Total  RENT  Payments  to  GSA                                      (-)    14,531,000  (-)  +1,262,000 

5.  Total  RENT  Related  Services                                        (-)      3,633,000  (-)  +1.483.000 

Subtotal    +6,489,000 


B.  Program: 

1 .  Increase  for  maternal  and  child  health  care  initiative  in 

Afghanistan    (-)  -      (-)  +5,000,000 

2.  Increase  for  Transformation  of  the  Commissioned 

Corps    (-)  -       (-)  +5,000,000 
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SUMMARY  OF  CHANGES 
(Cont.) 

2003  Current 

Estimate  Base  Change  from  Base 

Budget  Budget 

(FTE)     Authority  (PTE)  Authority 

3.  Increase  for  UFMS  payment                                          (-)     $1,029,000  (-)  +$764,000 

4.  All  other  inflationary  and  program-related  increases  for 

GDM  Staff  Divisions                                               (-)   183,535,000  (-)  +838.000 

Subtotal    (-)  +11,602,000 

Total  increases  *   (-)  +18,091,000 

Decreases: 

A.  Built-in: 

1.  Delegated  Authority                                                 (-)      4,806,000  (-)  -1,627,000 

B.  Program: 

1.  IT  Security  and  Innovation  Fund                                    (-)     20,000,000  (-)  -1,600,000 

2.  Other  "right-sizing"  and  IT  reductions                            (-)   183,535,000  Gil)  -3.953.000 

Subtotal    (-11)  -5,553,000 

Total  decreases   (-11)  -7,180,000 

Net  change   (-1 1) +$10,91 1,000 
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BUDGET  AUTHORITY  BY  ACTIVITY 
(Dollars  in  thousands) 

FY  2002  FY  2003  FY  2004 

Actual  Pres  Budget  Estimate 


PTE 

Amount 

FTE 

Amount 

FTE 

Amount 

Immediate  Office  of  the  Secretary  

69 

$7,587 

69 

$7,999 

68 

$8,235 

Public  Affairs  

33 

3,751 

35 

4,064 

34 

4,155 

Legislation   

26 

2,877 

28 

3,161 

28 

3,244 

79 

6,511 

95 

6,993 

95 

7,019 

Budget,  Technology  and  Finance  

129 

19,218 

144 

20,117 

148 

20,588 

Administration  and  Management  

131 

15,881 

156 

16,696 

150 

17,100 

Intergovernmental  Affairs   

40 

5,622 

47 

6,108 

45 

6,130 

General  Counsel  

347 

35,593 

344 

39,268 

342 

39,412 

Departmental  Appeals  Board  

72 

8,079 

76 

8,902 

73 

8,935 

Office  on  Disability   

- 

- 

3 

350 

3 

351 

Global  Health  Affairs  

55 

4,293 

56 

4,310 

56 

9,310 

Public  Health  and  Science  

299 

131,188 

312 

134,174 

312 

139,184 

10 

- 

10 

_ 

10 

_ 

RENT/Del  Auth  and  Related  Services' 

- 

10,986 

- 

11,821 

- 

12,765 

Common  Expenses/  SSF  Payment1  .... 

7,000 

8,548 

- 

7,815 

Transportation  Grant   

_ 

998 

NAS  Studies  

499 

Other  One-Time  Projects  

1,195 

Minority  HIV/AIDS  

49,991 

50,000 

50,000 

IT  Security  and  Innovation  Fund  

21.960 

20.000 

18,400 

Subtotal   

1,290 

$333,303 

1,375 

$343,040 

1,364 

$353,951 

OS  Service  and  Supply  Fund  

42 

42 

42 

1,332 

$333,303 

1,417 

$343,040 

1,406 

$353,951 

[Trust  Fund  transfers  included  above]  . . 

[$5,851] 

[$5,851] 

[$5,851] 

[1%  Evaluation  Funds;  non-add]  

[$21,552] 

[$21,552] 

[$21,552] 

1  Excludes  OGC,  OPHS,  IGA,  DAB  and  OGHA  shares;  see  page  147. 
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BUDGET  AUTHORITY  BY  OBJECT 


FY  2003 

FY  2004 

Increase  or 

Pres  Budget 

Estimate 

Decrease 

Full-time  equivalent  employment   

1,375 

1,364 

-11 

Average  SES  salary  

$126,272 

$129,144 

+$2,873 

Average  GS  grade   

12.1 

12.1 

— 

$67,444 

$68,978 

+$1,534 

Personnel  compensation! 

T*iil1-f imp  nprmanpnt 

$87  697  000 

$90  445  000 

+$2  748  000 

Other  than  full-time  permanent  ...... 

3,097,000 

3,172,000 

+75,000 

Other  personnel  compensation  . . 

4,731,000 

4,885,000 

+154.000 

Subtotal,  personnel  compensation 

95,525,000 

98,502,000 

+2,977,000 

Civilian  personnel  benefits 

20,224,000 

20,948,000 

+724,000 

786.000 

829.000 

+43.000 

Subtotal,  Pay  costs  

116,535,000 

120,279,000 

+3,744,000 

2,692,000 

2,641,000 

(51,000) 

Transportation  of  things  

186,000 

174,000 

(12,000) 

Rental  payments  to  GSA  

14,531,000 

15,793,000 

+1,262,000 

Rental  payments  to  others   

87,000 

88,000 

+1,000 

Communications,  utilities, 

miscellaneous  charges   

4,059,000 

4,068,000 

+9,000 

1,724,000 

1,699,000 

(25,000) 

Other  contractual  services: 

Advisory  and  assistance  services  

200,000 

202,000 

+2,000 

40,476,000 

47,193,000 

+6,717,000 
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FY  2003  FY  2004  Increase  or 

Pres  Budget  Estimate  Decrease 

Purchases  of  goods  and  services 

from  Government  accounts   $24,673,000  $25,873,000  +$1,200,000 

Operation  and  maintenance  of 

facilities    2,973,000  2,892,000  (81,000) 

Research  and  development  contracts  . .  309,000  289,000  (20,000) 

Medical  care   -  -  - 

Operation  and  maintenance  of 

equipment   23,162,000  21,473,000  (1,689,000) 

Subsistence  and  support  of  persons  . . .   -   -   - 

Subtotal,  other  contractual  services  . .  91,793,000  97,922,000  +6,129,000 

Supplies  and  materials   1,720,000  1,724,000  +4,000 

Equipment    1,774,000  1,717,000  (57,000) 

Grants,  subsidies  and  contributions   107,939,000  107,846.000  (93.000) 

Subtotal,  Non-pay  costs   226,505,000  233,672,000  +7,167,000 


Total,  Budget  Authority   $343,040,000      $353,951,000  +$10,911,000 
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SALARIES  AND  EXPENSES 
(Budget  Authority) 


rv  onrn 
Pres  Budset 

FY  9004 

Estimate 

lilCICaic  ur 

Decrease 

Personnel  compensation: 

Full-time  permanent  (11.1)   

587,697,000 

$90,445,000 

+$2,748,000 

Other  than  full-time  permanent  (1 1.3)  . .  . 

3,097,000 

3,172,000 

+75,000 

Other  personnel  compensation  (1 1.5/1 1.8) 

4.731.000 

4.885.000 

+154,000 

Subtotal,  personnel  compensation  (1 1.9) 

95,525,000 

98,502,000 

+2,977,000 

on  Ann 

on  04s  nnn 

-i-T)A  AAA 
+  /Z4,UUU 

COO  AAA 

Oi7,UW 

+A*\  000 

Subtotal,  Pay  costs  

1 1  r  cic  r\r\r\ 
1  I  0,5  J  J,UUU 

1  OA  1"7A  AAA 

izu,z  /y,uvu 

_L"5  1 A  A  AOA 

+.?,  /44,UUU 

i  ^09  nnn 

"7  AAA 

«i  AAA"\ 

1  AAA 

1  "7/1  AAA 

m  AAA~\ 

87,000 

88,000 

+  1,000 

Communications,  utilities, 
miscellaneous  charges  (23.3)  

4,059,000 

4,068,000 

+9,000 

1,724,000 

1,699,000 

(25,000) 

Other  contractual  services: 

Advisory  and  assistance  services  (25.1) . . 

200,000 

202,000 

+2,000 

Other  services  (25.2)   

40,476,000 

47,193,000 

+6,717,000 

Purchases  of  goods  and  services  from 
Government  accounts  (25.3)   

24,673,000 

25,873,000 

+1,200,000 

Operation  and  maintenance  of  facilities 
(25.4)   

2,973,000 

2,892,000 

(81,000) 

Research  and  development  contracts 

309,000 

289,000 

(20,000) 

(25.5) 
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FY  2003  FY  2004         Increase  or 

Pres  Budget         Estimate  Decrease 


Medical  care  (25.6) 


Operation  and  maintenance  of  equipment 

(25.7)   $23,162,000  $21,473,000  ($1,689,000) 

Subsistence  and  support  of  persons  (25.8)   -   =   - 

Subtotal,  other  contractual  services   91,793,000  97,922,000  +6,129,000 

Supplies  and  materials  (26.0)   1.720.000  1.724.000  +4.000 

Subtotal,  Non-pay  costs   102,261,000  108,316,000  +6,055,000 


Total,  Salaries  and  Expenses   $218,796,000     $228,595,000  +$9,799,000 
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SIGNIFICANT  ITEMS  IN  APPROPRIATIONS  COMMITTEE  REPORTS 

The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and  significant 
items  derived  from  the  FY  2003  Senate  Appropriations  Committee  Report  Language 
(S.Rpt  107-216).  The  actions  discussed  below  are  contingent  on  inclusion  of  similar  language 
and  funding  in  the  final  FY  2003  appropriation  and  related  reports.  Additional  items  maybe 
transmitted  at  a  later  date  as  a  result  of  the  final  Conference  report. 

Item 

Preventing  and  Reversing  Heart  Disease  Initiative  -  On  May  16,  2002,  the 
Subcommittee  on  Labor,  Health  and  Human  Services  and  Education  convened  a  hearing 
to  more  closely  examine  the  factors  contributing  to  cardiovascular  disease,  and  to  explore 
possible  approaches  to  prevent,  control,  and  reverse  its  effects.  Testimony  heard  from  a 
variety  of  top  medical  experts  reflected  a  common  theme:  All  agreed  that  stress 
management,  in  conjunction  with  diet  modification,  exercise,  and  pharmacological 
and/or  surgical  intervention,  can  significantly  improve  the  quality  of  life  for  those 
confronted  with  cardiovascular  disease. ..For  many  years  the  National  Heart,  Lung  and 
Blood  Institute  has  supported  a  vigorous  program  of  research  on  the  behavioral  and 
psychological  impact  of  cardiovascular  disease.  Data  obtained  by  NHLBI  confirmed  that 
mental  stress  could  cause  myocardial  ischemia  or  reduced  blood  flow.  Current  evidence 
suggests  that  all  individuals  at  risk  for  cardiovascular  disease  can  benefit  from  stress 
reduction,  but  that  general  health  and  well-being  are  greatly  improved  if  the  first  steps  are 
taken  during  childhood.  Among  children,  in  fact,  stress  management  programs  have 
been  shown  to  improve  self-esteem,  grade-point  average  and  work  habits  while  reducing 
violent  behavior.  To  that  end,  the  educational  system  in  this  country  should  be 
encouraged  to  incorporate  stress  management  programs  into  school  curriculum.  To 
address  the  prevention  and  reversing  heart  disease  initiative,  the  Committee  has  included 
$419,300,000  in  addition  to  the  amounts  provided  as  part  of  the  physical  activity  and 
nutrition  initiative.  Obesity  and  nutrition  programs  work  hand  in  hand  in  preventing  and 
reducing  heart  disease.  The  Committee  encourages  the  Departments  of  Health  and 
Human  Services  and  Education  to  coordinate  the  above  programs  and  activities  to 
address  both  initiatives. 

Action  Taken  or  to  be  Taken 

The  Secretary  has  implemented  a  new  initiative,  Steps  to  Healthier  US,  which  relates  to 
the  President's  Healthier  US  initiative.  These  initiatives  focus  on  preventing  disease  by 
addressing  major  risk  factors  (such  as  physical  inactivity  and  poor  nutrition),  and  on 
reducing  the  burden  of  disease  through  appropriate  health  screenings  and  prevention  of 
secondary  conditions.  The  Secretary's  initiative  will  have  a  special  emphasis  on  diabetes, 
obesity,  and  asthma.  Under  Steps  to  a  Healthier  US,  HHS  will  fund  specific  projects  at 
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the  State  and  local  level  that  will  use  proven  medical  and  public  health  strategies  to 
reduce  the  burden  of  diabetes,  obesity  and  asthma  among  their  populations.  The 
initiative  includes  target  goals  for  disease  reduction.  Projects  under  the  initiative  include: 
State  programs  to  motivate  and  support  responsible  health  choices  that  reduce  the  burden 
of  preventable  disease;  community  initiatives  to  promote  and  enable  healthful  choices, 
especially  those  focused  on  youth  and  older  Americans;  and  health  care  and  insurance 
systems  that  put  prevention  first  and  reduce  people's  risk  factors  for  chronic  disease  and 
reduce  potential  health  care  complications.  The  Secretary  has  made  disease  prevention 
and  health  promotion  a  top  priority  for  the  Department,  as  part  of  a  broader  effort  to 
reduce  the  burden  of  preventable  medical  conditions,  both  in  terms  of  lives  affected  and 
health  care  costs. 

Item 

Chronic  Fatigue  -  The  Committee  is  disappointed  that  the  establishment  of  the 
Department's  Chronic  Fatigue  Syndrome  [CFS]  advisory  committee,  announced  in 
January  2001,  has  been  delayed  and  that  the  advisory  committee's  predecessor,  the 
Chronic  Fatigue  Syndrome  Coordinating  Committee,  has  not  met  since  January  2001. 
These  delays  have  jeopardized  momentum  and  important  partnerships  between  the 
member  agencies  and  the  CFS  community.  The  Committee  urges  the  Department  to 
approve  the  CFS  Advisory  Committee  Charter,  publish  a  call  for  nominations,  install 
members  and  hold  one  meeting,  all  prior  to  the  end  of  calendar  year  2002.  It  is  this 
Committee's  expectation  that  the  new  advisory  committee  will  not  diminish  the  full 
partnership  of  involved  agencies  or  the  collaborative  relationships  among  Federal 
agencies,  scientists,  and  CFS  advocates  that  have  developed  over  recent  years  through  the 
CFS  Coordinating  Committee.  The  Committee  anticipates  that  the  new  advisory 
committee  will  further  advance  the  efforts  of  the  Department  and  the  public  health 
service  agencies  to  address  the  scientific  questions  about  CFS  and  the  social  service 
needs  of  persons  with  CFS. 

Action  Taken  or  to  be  Taken 

The  Department  has  transformed  the  CFS  Coordinating  Committee  into  a  fully 
sanctioned  Advisory  Committee.  This  Advisory  Committee  will  be  instructed  to  provide 
expert  advice  and  recommendations  to  the  Secretary  on  a  broad  range  of  issues  and  topics 
pertaining  to  CFS,  including  the  development  and  implementation  of  programs  to  inform 
the  public,  health  care  professionals,  and  the  biomedical,  academic  and  research 
community  about  advances  in  understanding,  treating,  and  preventing  CFS.  A  new 
charter  has  been  approved  by  the  Secretary,  and  efforts  are  underway  to  develop  a  list  of 
nominees  for  the  Committee.  These  nominees  will  be  evaluated  using  established  criteria 
and  final  selections  will  be  made  by  a  review  group  comprised  of  both  Federal  and  non- 
Federal  members.  Meetings  will  be  held  approximately  twice  a  year. 
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Item 

Data  Collection  -  The  Committee  urges  the  Secretary  to  strengthen  the  Department's 
collection  and  reporting  of  data  on  health  care  enrollment,  access  and  utilization  by 
patients'  race,  ethnicity,  primary  language  and  socioeconomic  status  by  all  agencies 
engaged  in,  or  receiving  Federal  funds  for  health-related  activities.  It  is  expected  that  all 
Federal,  State,  and  other  entities  receiving  Federal  funds  shall  collect  and  report 
disaggregated  data;  that  racial  and  ethnic  data  shall  be  reported  by  Federally-defined 
categories,  and  by  subpopulation  groups.  Measures  of  racial  and  ethnic  disparties  should 
be  used  in  performance  measurement  and  in  monitoring  the  progress  of  Federally-funded 
activities  for  the  elimination  of  health  disparties.  As  the  Nation's  leading  health 
enterprise,  the  Department  is  expected  to  play  a  leadership  role  in  assuring  the  collection 
and  reporting  of  racial,  ethnic  and  primary  health-related  data  through  written  policy  and 
sustained  action  and  resources.  The  Secretary  is  urged  to  designate  a  central  authority 
within  the  Department  to  oversee  it's  policies  in  the  areas,  as  well  as  dissemination, 
implementation  and  compliance  activities. 

Action  Taken  or  to  be  Taken 

HHS  is  a  leader  in  the  Federal  government  in  the  collection  and  dissemination  of  health 
data  relating  to  race  and  ethnicity,  and  it  continues  to  make  progress  in  this  area. 
Typically,  programmatic  initiatives  to  reduce  or  eliminate  disparities  in  health 
disaggregate  data  according  to  specific  minority  populations.  For  several  years,  HHS  has 
had  a  formal  Department-wide  policy  requiring  that  all  HHS-sponsored  data  collections 
include  information  on  race  and  ethnicity,  and  collect  this  information  in  a  manner 
consistent  with  the  OMB  standards  (see  the  website  for  the  HHS  Data  Council  at 
http ://www . aspe.hhs . gov/d atacncl) .  Virtually  all  HHS-sponsored  data  collections  include 
race  and  ethnicity  information,  and  they  conform  to  the  OMB  standard.  Many  of  the 
major  national  surveys  sponsored  by  HHS  include  oversamples  of  minority  race  and 
ethnicity  groups  as  well.  In  addition,  HHS  is  funding  a  study  by  an  expert  panel  at  the 
National  Academy  of  Sciences  to  examine  the  adequacy  of  race  and  ethnicity  data  in 
HHS  and  other  public  and  private  sector  data  systems;  the  study  will  make 
recommendations  for  improvements  for  both  the  Federal  and  private  sectors.  The  HHS 
Data  Council,  the  internal  Department-wide  data  policy  committee  within  HHS,  advises 
the  Secretary  on  data  policy  issues  and  oversees  progress  on  this  issue. 

Item 

[Federal  data-sets]  -  The  Secretary  must  ensure  that  Federal  data-sets  meet  at  least  the 
minimum  standards  set  by  the  Office  of  Management  and  Budget  in  1997  and  subsequent 
standards  for  maintaining,  collecting,  and  presenting  Federal  data  on  race  and  ethnicity. 
Also,  the  Committee  reminds  the  Secretary  of  OMB's  requirement  that  the  standards  be 
adopted  as  soon  as  possible,  but  not  later  that  January  1,  2003,  for  use  in  household 
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surveys,  administrative  forms  and  records,  and  other  data  collections  purposes. 
Action  Taken  or  to  be  Taken 

Virtually  all  HHS-sponsored  data  collections  already  incorporate  the  OMB  standard 
categories  for  race  and  ethnicity  reporting.  All  of  the  Operating  Divisions  in  HHS  have 
either  already  converted  to  the  revised  OMB  standards  or  have  plans  to  complete  the 
process  in  calendar  year  2003,  as  required  by  the  OMB  guidelines. 

Item 

[Chronic  Homelessness]  -  The  Committee  also  supports  efforts  to  address  chronic 
homelessness  more  effectively  through  better  coordination  of  housing  and  support 
services  at  both  the  national  policy  and  local  service  delivery  levels.  The  Committee 
encourages  the  Department  to  seek  opportunities  to  partner  with  the  Department  of 
Housing  and  Urban  Development  [HUD]  in  providing  service  enriched  supportive 
housing.  The  development  of  permanent  supportive  housing,  that  is,  housing  coupled 
with  mental  health,  substance  abuse  and  primary  care  supportive  services,  has  been 
shown  to  be  a  highly  effective  model  for  addressing  the  needs  of  the  chronically 
homeless.  The  Committee  encourages  Departmental  program  offices,  including  the 
Community  Health  Centers  Program  in  HRSA,  and  the  Centers  for  Mental  Health 
Services,  Substance  Abuse  Treatment,  and  Substance  Abuse  Prevention  in  SAMHSA,  to 
work  with  their  grantees  to  identify  opportunities  for  collaborating  with  local  housing 
providers  to  develop  permanent  supportive  housing. 

Action  Taken  or  to  be  Taken 

In  FY  2003,  HHS  implemented  a  collaboration  with  HUD  and  the  Department  of 
Veterans  Affairs  (VA)  to  help  end  chronic  homelessness.  This  collaboration  has  blended 
resources  from  the  three  Departments  in  a  competitive  grant  that  specifically  provides 
service-enriched  supportive  housing.  HHS  programs  SAMHSA  and  HRSA  contributed  a 
total  of  $10,000,000  in  services  funding  to  deliver  substance  abuse  and  mental  health 
services  and  primary  health  care  to  chronically  homeless  persons,  and  homeless  families 
with  a  disabled  adult  member.  The  funding  will  engage  the  grantees  of  these  programs  in 
a  community  collaboration  with  housing  providers  and  local  veterans'  health  care.  In 
addition,  since  FY  2002  HHS  has  supported  technical  assistance  to  States  to  encourage 
their  development  of  new  policy  approaches  to  address  chronic  homelessness.  The 
technical  assistance  is  provided  in  Policy  Academies,  at  which  each  participating  State 
develops  an  action  plan  for  integrating  critical  service  and  housing  programs  to  address 
chronic  homelessness,  and  later  receives  considerable  support  to  develop  and  implement 
the  action  plan.  HUD  and  VA  are  also  collaborators  with  HHS  in  supporting  these  Policy 
Academies. 
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Item 

[Discharge  from  systems  of  care  policies  and  protocols]  -  The  Committee  urges  the 
Department  to  study  whether  additional  policies  and  protocols  may  be  needed  to  ensure 
that  persons  being  discharged  from  systems  of  care  including  mental  health  and 
substance  abuse  treatment  programs  and  foster  care  have  housing  options  to  prevent  such 
discharge  from  immediately  resulting  in  homelessness. 

Action  Taken  or  to  be  Taken 

In  FY  2003,  the  office  of  the  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE) 
began  assessing  the  contribution  of  discharge  planning  to  the  prevention  of 
homelessness.  The  assessment  examines  exemplary  discharge/release  planning  protocols 
in  substance  abuse  detoxification,  psychiatric  inpatient,  foster  care,  and  residential 
treatment  settings  which  place  clients  successfully  in  the  community.  The  exemplary 
protocols  will  be  analyzed  to  determine  the  critical  components  of  success  and  for 
replication  in  other  locations.  Environmental  factors  in  the  community  which  may  affect 
the  effectiveness  of  discharge  planning,  such  as  service  availability,  job  markets,  and 
housing  quality  and  affordability,  will  also  be  examined. 

Item 

Racial  and  Ethnic  Disparities  -  The  Committee  is  deeply  concerned  about  the  results  of  a 
study  released  in  March  2002  from  the  Institute  of  Medicine  [IOM],  Unequal  Treatment: 
Confronting  Racial  and  Ethnic  Disparities  in  Health  Care.  The  Committee  is  committed 
to  ensuring  the  overall  improved  health  of  the  American  people,  and  strongly  urges  the 
Secretary  to  take  the  steps  necessary  to  implement  the  study's  recommendations,  which 
offer  significant  guidelines  and  opportunities  for  eliminating  health  disparities  and 
improving  health.  Specifically,  all  institutes  and  agencies  are  strongly  encouraged  to 
increase  the  representation  of  racial  and  ethnic  minorities  among  health  professionals, 
advance  equity  of  care  through  the  use  of  evidence-based  guidelines,  and  promote  the 
concept  of  multi-disciplinary  treatment  teams  and  community  health  workers  who  can 
help  patients  navigate  through  the  health  care  system.  The  Committee  expects  the 
Secretary  to  report  on  the  progress  of  this  action  during  next  year's  appropriations 
hearings,  and  to  include  a  progress  update  in  the  Department's  Budget  Justification. 

Action  Taken  or  to  be  Taken 

The  Secretary  has  reaffirmed  HHS's  commitment  to  eliminating  racial  and  ethnic 
disparities  in  health,  and  has  designated  the  Deputy  Secretary  as  the  Departmental 
official  to  lead  and  advance  efforts  under  the  initiative.  A  milestone  event  was  held  in 
July  2002,  the  first  National  Leadership  Summit  on  Eliminating  Racial  and  Ethnic 
Disparities  in  Health.  Bringing  together  more  that  2500  community  activists,  educators 
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and  health  professionals  for  strategy  development  and  skills-building  sessions,  the  event 
was  the  product  of  wide-scale  collaboration  within  the  Department  and  partnerships  with 
other  sectors,  including  community-based  organizations. 

Other  specific  efforts  led  by  the  Office  of  Minority  Health  which  address  the  IOM 
recommendations  include: 

Awareness  Campaign  -  In  partnership  with  ABC  Radio  Networks,  in  2002  HHS 
launched  a  national  education  campaign  to  close  the  health  gap  in  African  Americans. 
As  part  of  this  campaign,  all  240  of  ABC  Radio's  Urban  Advantage  Network  affiliates 
aired  detailed  messages  about  the  severity  of  the  health  problems  facing  African 
Americans,  emphasizing  specific  steps  listeners  can  take  to  adopt  healthier  lifestyles. 
The  campaign  also  included  "Take  a  Loved  One  to  the  Doctor  Day,"  an  effort  designed 
to  encourage  improved  health  screening  for  minority  Americans.  'Take  a  Loved  One  to 
the  Doctor  Day"  was  held  September  24,  2002,  and  included  more  than  400  national, 
State,  and  community-based  partners.  In  addition,  more  than  200  communities  in  47 
States,  DC,  and  Puerto  Rico  convened  health  activities  on  this  day.  OMH  plans  similar 
events  for  FY  2003  and  FY  2004,  in  partnership  with  State,  local,  non-profit,  private  and 
community  groups;  OMH  also  intends  to  expand  outreach  to  Hispanic  and  other  racial 
and  ethnic  minority  communities.  HHS  also  seeks  to  continue  expanding  private  sector, 
corporate  and  foundation  involvement  in  the  campaign. 

Small  Population  Group  Data  -  The  IOM  study  recommendations  stressed  the  necessity 
of  reporting  health  data  by  OMB  categories  and  using  sub-population  data  where 
possible.  The  ability  to  collect  and  monitor  health-related  data  by  race  and  ethnicity  is 
critical  to  identifying  the  nature  and  extent  of  racial  or  ethnic  disparities  in  health/health 
care,  and  to  monitoring  progress  towards  the  elimination  of  such  disparities.  Data 
collection  is  further  complicated  with  respect  to  smaller  and  hard-to-reach  minority 
groups,  for  which  there  is  a  persistent  lack  of  data.  Current  data  collection  methods  fail 
to  provide  sufficient  data  on  racial  and  ethnic  minority  sub-populations  such  as  homeless 
and  migrant  workers.  In  FY  2003,  OMH  has  proposed  an  evaluation  study  to  conduct  a 
systematic  review,  interpretation,  and  synthesis  of  the  research  literature  on  new, 
existing,  and  modified  methods  of  data  collection/analysis  for  racial  and  ethnic 
minorities.  The  project  will  entail  development  of  a  cost-effective  and  statistically 
reliable  approach  to  developing  estimates  of  prevalence  of  various  health  behaviors,  risk 
factors,  and  outcomes  in  small  racial  and  ethnic  groups.  The  approach  will  be  tested  for 
validity  and  evaluated  for  limitations  and  conditions  under  which  the  propose  approach  is 
best  used. 

Assessing  the  Impact  of  Physician-Patient  Communication  Barriers  on  the  Cost  and 
Quality  of  Health  Care  -  The  IOM  study  "Unequal  Treatment"  recommended  research 
on  sources  of  health  care  disparities  and  promising  intervention  strategies  to  eliminate 
disparities  in  quality  by  race  and  ethnicity.  In  FY  2003,  OMH  plans  to  launch  a  study  to 
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better  understand  the  relationship  between  communication  barriers  and  health  care 
quality,  which  will  include:  developing  a  classification  of  medical  errors  associated  with 
communication  barriers;  designing  a  preliminary  framework  for  identifying  associated 
direct  and  indirect  costs  and/or  impacts  on  clinical  outcomes.  The  project  will  focus  on 
verbal  communications  during  clinical  encounters  between  physicians  and  patients  who 
speak  different  languages. 

Item 

[New  prevention  projects]  -  Within  the  total  provided,  the  Committee  continues  the 
prevention  projects  begun  in  fiscal  year  1998,  as  well  as  new  prevention  projects.  The 
Committee  again  expects  the  Department  to  fund  new  prevention  projects  which  enable 
smaller  communities  to  begin  the  organization  and  implementation  of  coalitions  to 
implement  abstinence-based  education  programs.  The  Committee  again  expects  the 
Department,  when  announcing  grant  competitions,  to  provide  a  reasonable  length  of  time 
for  applicants  to  complete  application  packages,  provide  extensive  technical  assistance  to 
applicants,  with  special  assistance  given  to  new  applicants,  and  revise  the  terminology 
and  instructions  in  grant  applications  to  assure  that  the  information  being  requested  is  as 
clear  as  possible. 

Action  Taken  or  to  be  Taken 

The  Office  of  Population  Affairs  (OPA)  administers  the  Adolescent  Family  Life  (AFL) 
program.  OPA  will  allocate  approximately  $12.8  million  to  fund  continuing  and  new 
abstinence-based  prevention  projects.  These  projects  are  community-based  and 
community-supported  organizations  with  a  focus  on  providing  and  expanding  adolescent 
abstinence-based  educations.  OPA  will  continue  its  efforts  on  providing  technical 
assistance  to  grants  applicants  and  continue  its  work  on  extending  the  length  of  time  for 
grant  applications  up  to  60  days.  To  the  extent  feasible  and  legal,  the  program  will  revise 
the  grant  application  instructions  and  terminology  in  an  effort  to  make  the  information 
clear  and  concise. 

Item 

[Physical  activity  and  nutrition  initiative]  -  The  Committee  has  provided  additional 
resources  in  this  bill  for  a  physical  activity  and  nutrition  initiative.  The  President's 
Council  is  urged  to  take  a  look  at  the  Committee's  recommendations  and  offer 
suggestions  regarding  how  to  coordinate  between  programs  receiving  funds  for  this 
purpose  and  how  to  build  upon  this  initiative  next  year. 

Action  Taken  or  to  be  Taken 

The  mission  of  the  President's  Council  on  Physical  Fitness  and  Sports  is  to  make 
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recommendations  to  the  Secretary  on  issues  related  to  physical  activity,  fitness  and 
sports,  and  to  recommend  programs  to  promote  regular  physical  activity  for  the  health  of 
the  nation.  The  current  Council  was  sworn  into  office  on  June  20,  2002.  At  their  June 
2002  meeting,  the  reinvigorated  Council  acknowledged  joining  their  "tremendous  ideas 
and  vast  web  of  contacts,  resources,  skills,  and  abilities"  with  CDC,  the  Department  of 
Education,  and  the  private  sector  to  benefit  the  Nation.  The  Council  will  be  spreading 
the  President's  Healthier  US  message,  and  is  making  recommendations  and  suggestions 
to  enhance  the  Nation's  participation  in  physical  activity. 

Item 

[Recruit  and  train  minorities  in  health  professions]  -  The  Committee  continues  to 
recognize  the  need  to  recruit  and  train  more  minorities  in  the  health  professions.  The 
Committee  encourages  the  Office  of  Minority  Health  [OMH]  to  support  established 
programs  that  have  a  proven  record  of  increasing  the  number  of  under-represented 
minorities  entering  the  health  professions. 

Action  Taken  or  to  be  Taken 

Ensuring  diversity  in  the  health  professions  has  been  a  cross-cutting  priority  for  OMH 
since  its  creation  in  1 986.  Working  in  collaboration  with  both  HHS  leadership  and  the 
OPDTVs  and  STAFFDIVs,  OMH  continues  to  formulate  policy  and  coordinate  program 
efforts  to  address  the  under-representation  of  racial  and  ethnic  minorities  in  the  health 
professions.  Specific  OMH-led  efforts  include: 

Internship,  Youth  Initiative,  and  Faculty  Development  Projects  -  OMH  is  supporting 
projects  on  health  professions  development  through  cooperative  agreements  with  national 
organizations  which  represent  minority  institutions  of  higher  education  and  health 
professions  organizations.  For  example,  the  American  Indian  Higher  Education 
Consortium,  Hispanic  Association  of  Colleges  and  Universities,  and  the  National 
Association  of  Equal  Opportunity  in  Higher  Education  conduct  projects  to  enhance  the 
awareness  of  minority  undergraduate  and  graduate  students  to  health  professions  training 
programs  and  career  opportunities.  Minority  students  from  across  the  Nation  are 
recruited  to  serve  in  intern  positions,  and  receive  individual  career  building  experiences. 
Youth  Initiative  projects  are  carried  out  by  the  Auxiliary  to  the  National  Medical 
Association,  Association  of  American  Indian  Physicians,  and  Interamerican  College  of 
Physicians  and  Surgeons.  These  projects  bring  together  minority  students  with  expressed 
interest  in  health  careers  to  increase  their  knowledge  of  career  opportunities  and  to  meet 
national  level  policy  makers.  The  Harvard  Medical  School/Minority  Faculty 
Development  Program,  Hispanic  Serving-Health  Professions  Schools,  National  Hispanic 
Medical  Association,  and  Quality  Education  for  Minorities  Network  are  carrying  out 
projects  which  support  minority  faculty  and  medical  professionals  development  in  areas 
relating  to  health  disparities  and  minority  health. 
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Evaluating  the  Success  of  College/University-Based  Mentoring  and  Other  Health 
Professions  Development  Programs  in  Recruiting  Minorities  into  the  Health  Professions 
-  Building  a  health  professions'  workforce  that  reflects  the  diversity  of  the  Nation 
depends,  at  least  in  part,  on  the  effectiveness  of  "pipeline"  efforts  to  attract,  train,  and 
retrain  racial  and  ethnic  minorities  into  clinical,  public  health,  and  biomedical  research 
fields.  However,  the  nature  and  extent  of  existing  work  force  "pipeline"  strategies  and 
interventions  (including  mentorship  programs)  is  not  well  understood.  In  FY  2003, 
OMH  plans  to  undertake  an  evaluation  project  which  will  review  studies  done  on  the 
relative  successes  or  impacts  of  public  health/health  care  workforce  "pipeline"  strategies 
and  interventions,  with  a  particular  focus  on  mentoring  programs,  and  conduct  a  study  to 
assess  the  effectiveness  of  mentoring  programs  and  other  workforce  "pipeline"  efforts  in 
promoting  pursuit  of  careers  in  the  health  professions  by  racial  and  ethnic  minorities. 
OMH  will  collaborate  with  HRSA's  Bureau  of  Health  Professions,  CDC's  Public  Health 
Practice  Program  Office,  and  other  HHS  and  non-HHS  entities  in  this  effort. 


Health  Disparities  -  The  Committee  commends  the  Secretary  for  designating  the 
ehmination  of  health  disparities  as  a  major  priority  for  the  Department,  and  is  encouraged 
that  the  agencies  within  the  Department  are  moving  forward  in  this  area  as  they  develop, 
implement,  and  evaluate  strategic  plans  for  eliminating  health  disparities.  The 
Committee  expects  the  Office  of  Minority  Health  [OMH],  along  with  the  National  Center 
for  Minority  Health  and  Health  Disparities  at  the  National  Institutes  of  Health,  to 
coordinate  and  monitor  the  implementation  of  the  Department's  elimination  of  health 
disparities  strategic  plans.  The  Committee  expects  the  Secretary  to  report  to  Congress  on 
the  progress  and  implementation  of  the  strategic  plans  during  next  year's  appropriations 
hearings,  and  to  include  a  progress  update  in  the  Department's  Budget  Justification. 

Action  Taken  or  to  be  Taken 

OMH  has  established  the  Departmental  Minority  Health  Steering  Committee  (DMHSC), 
which  held  its  first  meeting  on  January  23,  2003.  The  DMHSC  is  comprised  of  key 
officials  from  within  HHS,  including  heads  of  agency-level  offices  of  minority  health  and 
individuals  designated  responsible  for  eliminating  health  disparities  programs  and 
initiatives.  The  DMHSC  serves  as  an  advisory  body  for  the  implementation  and 
monitoring  of  the  HHS  Initiative  for  Closing  the  Health  Gap,  and  provides  policy 
direction  and  guidance  for  four  minority  health  initiatives  governed  by  Presidential 
executive  orders. 

Another  example  of  how  OMH  is  able  to  coordinate  activities  across  both  HHS  and  the 
entire  Federal  sector  is  the  Interagency  Task  Force  on  Environmental  Justice  and  Health 
Disparities.  Together  with  the  Environmental  Protection  Agency,  OMH  is  providing 
leadership  to  the  Task  Force.  The  purpose  of  the  Task  Force  is  to  bring  together  Federal 
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agencies  with  environmental  justice  and  health  disparities  missions,  to  develop  a 
coordinated  approach  for  eliminating  health  disparities  and  achieving  environmental 
justice  for  racial  and  ethnic  minorities.  A  symposium  is  planned  for  Spring  2003  to 
begin  discussions  among  Federal  agencies,  and  to  devise  strategies  for  coordination 
regarding  environmental  justice  and  health  disparities  activities. 

Item 

[Office  on  Women 's  Health]  -  The  Committee  remains  strongly  supportive  of  the  work 
done  by  the  Office  on  Women's  Health  [OWH]  in  the  Office  of  the  Secretary.  In 
addition  to  its  own  work  advancing  women's  health,  it  provides  critical  coordinating 
services  with  offices  located  in  NIH,  CDC,  HRSA,  FDA,  SAMHSA,  AHRQ,  and  CMS. 
In  totality,  these  offices  assure  that  issues  related  to  research,  treatment,  services, 
training,  and  education  efforts  by  HHS  reflect  the  distinct  needs  of  women.  The  Secretary 
should  notify  the  Committee  in  advance  of  any  changes  planned  for  the  status,  location, 
or  reporting  structure  of  this  office  or  any  of  the  offices  enumerated  above. 

Action  Taken  or  to  be  Taken 

HHS  plans  no  action  with  regard  to  the  position,  leadership,  or  staffing  in  either  OWH  or 
the  women's  health  offices  located  in  NIH,  CDC,  HRSA,  FDA,  SAMHSA,  AHRQ,  or 
CMS.  The  Secretary  will  notify  the  Committee  in  advance  of  any  significant  changes  in 
the  status  of  any  of  these  offices. 

Item 

[Health  Alert  Network]  -  The  Committee  provides  $940,000,000  to  CDC  for  upgrading 
State  and  local  capacity.  This  amount  maintains  funding  at  the  level  provided  last  year. 
The  Committee  has  included  $40,000,000  for  the  Health  Alert  Network  [HAN].  The 
Health  Alert  Network  was  established  to  provide  ongoing  communications,  technology, 
information  systems  support  and  education  and  training  to  local  public  health  agencies. 
The  Committee  recognizes  the  important  role  that  HAN  played  during  and  after  the 
events  of  September  1 1 .  The  Committee  is  also  aware  that  the  broad  public  health 
infrastructure  required  is  the  same  for  bioterrorism  preparedness  as  for  other  public 
health  threats.  The  Committee  also  recognizes  that  ongoing  support  for  communications, 
technology  and  information  systems  is  necessary  to  ensure  that  broad-based  public  health 
capacity  is  improved  and  maintained.  Given  the  investment  made  in  the  development  of 
HAN,  the  Committee  expects  that  CDC  will  move  forward  with  the  next  logical  phase  of 
the  network,  which  is  to  provide  workforce  training  and  education,  support  for 
organizational  capacity  building  in  local  public  health  agencies  and  the  creation  of 
knowledge  management  systems  required  by  public  health  practitioners. 
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Action  Taken  or  to  be  Taken 

This  item  has  been  assigned  to  the  Centers  for  Disease  Control  and  Prevention  (CDC). 
Please  refer  to  the  Significant  Items  section  in  the  Congressional  Justification  for  CDC. 
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AUTHORIZING  LEGISLATION 


2003 
Amount 
Authorized 


2003 
res  Bud; 


2004 
Amount 
>M  Authorized 


2004 
Budget 
Request 


General  Departmental  Management, 
except  accounts  below: 

Reorganization  Plan  No.  1  of  1953   Indefinite  $208,866,000  Indefinite  $214,767,000 

Office  of  Public  Health  and  Science: 
Public  Health  Service  Act, 

Title  m,  Section  301   Indefinite     49,132,000  Indefinite  53,313,000 

Title  XVH,  Section  1701  (ODPHP)  ....  Indefinite      7,589,000  Indefinite  7,620,000 

Title  XVH,  Section  1707  (OMH)   Indefinite     46,329,000  Indefinite  47,010,000 

Title  XX,  Section  2010  (AFL)                         1      31.124.000  1  31.241.000 

Subtotal                                                      134,174,000  139,184,000 

Total  appropriation                                            $343,040,000  $353,951,000 


1  Authorization  for  Section  2010  of  PHS  Act  Title  XX  expired  September  30,  1985.  Reauthorization  will 
be  proposed. 
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FY  1995 

Appropriation 
Rescissions 
SSA  Transfer 

Trust  Funds 
Rescissions 
SSA  Transfer 


APPROPRIATIONS  HISTORY  TABLE 
(Non-Comparable) 


Budget 
Estimate 
to  Congress 


$93,351,000 

-2,722,000 
32,161,000 

-23,397,000 


House  Senate 
Allowance  Allowance  Appropriation 


$89,500,000 


31,008,000 


31,008,000 


$91,247,000 
-1,214,000 
-1,361,000 
31,008,000 
-332,000 

-11,699,000 


FY  1996 

Appropriation 

Rescission 
Trust  Funds 

Rescission 


86,162,000        136,499,000        130,499,000  139,499,000 
-  -  -  -544,000 


6,628,000 


6,628,000 


6,628,000 
-25,000 


FY  1997 

Appropriation 
Rescission 
Trust  Funds 


141,938,000 


148,999,000 
5,851,000 


153,837,000 
5,851,000 


174,523,000 
-320,000 
5,851,000 


FY  1998 

Appropriation 
Trust  Funds 


166,326,000 
5,851,000 


159,636,000 
5,851,000 


174,588,000 
5,851,000 


171,631,000 
5,851,000 


FY  1999 

Appropriation 

Rescission 
Trust  Funds 


154,092,000 


166,662,000 
5,851,000 


168,309,000 
5,851,000 


189,051,000 
-341,000 
5,851,000 


FY  2000 

Appropriation 
Rescission 
Trust  Funds 


185,561,000 
6,851,000 


171,936,000 
5,851,000 


193,203,000 
6,517,000 


207,051,000 
-1,478,000 
5,851,000 
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FY  2001 

Appropriation 
Rescission 
Trust  Funds 

FY  2002 

Appropriation 
Rescissions 
Trust  Funds 

FY  2003 

Appropriation 
Trust  Funds 


APPROPRIATIONS  HISTORY  TABLE 
(Cont) 


Budget 
Estimate 
to  Congress 


415,348,000 
5,851,000 


387,880,000 
5,851,000 


House  Senate 
Allowance  Allowance  Appropriation 


$223,741,000      $206,780,000       $204,266,000  $285,224,000 

-438,000 

5,851,000  5,851,000  5,851,000  5,851,000 


333,036,000 
5,851,000 


416,361,000 
5,851,000 


341,703,000 
-2,167,000 
5,851,000 


FY  2004 

Appropriation 
Trust  Funds 


348,100,000 
5,851,000 
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GENERAL  DEPARTMENTAL  MANAGEMENT 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$333,303,000 
1,332 


$343,040,000 
1,417 


$353,951,000 
1,406 


+$10,911,000 
-11 


General  Statement 

The  FY  2004  budget  request  for  General  Departmental  Management  (GDM)  includes 
$353,951,000  in  appropriated  funds  and  1,406  full-time  equivalent  (FTE)  positions.  This  request 
is  $10,91 1,000,  or  3.2  percent,  above  the  comparable  FY  2003  President's  Budget  request. 

The  GDM  appropriation  supports  those  activities  associated  with  the  Secretary's  roles  as  chief 
policy  officer  and  general  manager  of  the  Department  in  administering  and  overseeing  the 
organization,  programs,  and  activities  of  the  Department.  These  activities  are  carried  out 
through  12  Staff  Divisions  (STAFFDIVs),  including:  the  Immediate  Office  of  the  Secretary,  the 
Departmental  Appeals  Board,  and  the  following  Offices:  Administration  and  Management; 
Budget,  Technology  and  Finance;  Disability;  General  Counsel;  Global  Health  Affairs; 
Intergovernmental  Affairs;  Legislation;  Planning  and  Evaluation;  Public  Affairs;  and  Public 
Health  and  Science.  (NOTE:  Public  Health  Emergency  Preparedness  is  funded  from  the  Public 
Health  and  Social  Services  Emergency  Fund;  see  the  PHSSEF  section  of  this  Justification.) 


FY  2004  Request  By  Category 
General  Department  Management 

AST8F  M 

■  $20.6-  0518.4 


□  Public  Health/Science  (OPHS) 

■  Nfctority  HfvVADS 

□  A»  Other 

□  General  Counsel  (OGC) 

■  Budget,  Tech  &  Finance  (ASTBF) 

O  rr  Security  &  Innovation  Fund  (fT  Fund) 

■  Rent/Cornrron  Expenses 

Fipir«i  Ar«lnMilion» 


The  Office  of  Public  Health  and  Science 
(OPHS)  -  the  largest  GDM  STAFFDIV  - 
serves  as  the  focal  point  for  leadership  and 
coordination  across  the  Department  in 
public  health  and  science,  and  provides 
advice  and  counsel  to  the  Secretary  on 
public  health  and  science  issues.  OPHS 
also  exercises  management  responsibility 
for  nine  cross-cutting  program  offices, 
including:  Surgeon  General,  HIV/ AIDS 
Policy,  Adolescent  Family  Life,  Disease 
Prevention  and  Health  Promotion, 
President's  Council  on  Physical  Fitness 
and  Sports,  Minority  Health,  Women's 
Health,  Human  Research  Protections,  and 
Research  Integrity. 
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This  justification  includes  narrative  sections  describing  the  activities  of  each  STAFFDIV  funded 
under  the  GDM  account,  plus  the  Rent  and  Common  Expenses  accounts.  (Resource  tables 
reflect  only  funding  provided  from  the  GDM  appropriation.  FTE  figures  include  full-time,  part- 
time,  and  temporary  employees.)  This  justification  also  includes  selected  performance 
information,  as  required  by  the  Government  Performance  and  Results  Act  (GPRA). 
Performance  objectives  and  measures  for  activities  in  ASPE,  ASBTF,  ASAM,  OPHS  and  the 
Departmental  Appeals  Board  are  located  at  the  "DM  GPRA  Performance  Plans"  tab. 

Non-comparable  appropriated  funding  for  GDM  during  the  last  five  years,  including  amounts 
available  for  obligation  from  both  general  funds  and  trust  fund  transfers,  has  been  as  follows: 


Fiscal  Year  Funds  FTE 

1999  $194,061,000  1,245 

2000  $224,165,000  1,329 

2001  $309,635,000  1,341 

2002  $345,887,000  1,453 

2003  $343,040,000  1,417 


In  addition  to  appropriated  funds,  the  GDM  budget  uses  other  sources  and  types  of  funding, 
including  inter-departmental  delegations  of  authority,  inter-agency  reimbursements,  and  funds 
from  the  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  account.  GDM  also  conducts 
centrally-managed  projects  which  benefit  the  Department's  Operating  Divisions  (OPDIVs)  and 
STAFFDIVs  under  the  authority  of  the  Economy  Act  (31  USC  1535)  or  other  specific  statutes. 
Costs  for  these  activities  are  distributed  among  the  OPDTVs  and  STAFFDIVs  on  a  proportional 
basis,  using  an  established  cost  distribution  formula. 

The  FY  2004  budget  request  supports  the  President's  Management  Agenda  and  reflects  cost 
savings  from:  consolidating  administrative  functions;  organizational  delayering  to  speed 
decision-making  processes;  competitive  sourcing;  implementation  of  effective  workforce 
planning  and  human  capital  management  strategies;  and  adoption  of  other  economies  and 
efficiencies  in  administrative  operations. 

The  GDM  FY  2004  budget  request  also  reflects  Information  Technology  (IT)  savings  which 
will  be  realized  from  on-going  IT  consolidation  efforts,  and  additional  spending  reductions  made 
possible  through  the  streamlining  or  elimination  of  lower-priority  projects.  GDM  is  participating 
in  the  consolidation  of  IT  infrastructure  support  staff  services  across  the  eight  smaller  OPDIVs. 
The  implementation  of  this  consolidation  by  October  2003  will  further  reduce  infrastructure 
expenditures  for  several  OPDIVs. 

Finally,  HHS  is  implementing  a  Unified  Financial  Management  System  (UFMS)  to  replace 
five  legacy  accounting  systems  currently  used  across  the  OPDIVs.  The  UFMS  will  integrate  the 
Department's  financial  management  structure,  and  provide  HHS  leaders  with  a  more  timely  and 
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coordinated  view  of  critical  financial  management  information,  including  more  accurate 
assessments  of  the  cost  of  HHS  programs.  It  will  also  promote  the  consolidation  of  accounting 
operations,  and  thereby  substantially  reduce  the  cost  of  providing  accounting  services  throughout 
HHS.  Similarly,  by  generating  timely,  reliable  and  consistent  financial  information,  UFMS  will 
enable  OPDIV  Heads  and  program  administrators  to  make  more  timely  and  informed  decisions 
regarding  their  operations.  GDM  requests  a  total  of  $1,793,000  to  support  this  effort  in 
FY  2004. 
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IMMEDIATE  OFFICE  OF  THE  SECRETARY 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$7,587,000 
69 


$7,999,000 
69 


$8,235,000 
68 


+$236,000 
-1 


Purpose  and  Method  of  Operations 

The  Immediate  Office  of  the  Secretary  (IOS)  provides  leadership,  direction,  policy,  and 
management  guidance  to  the  Department,  and  support  for  the  Secretary  and  Deputy  Secretary  in 
their  roles  as  representatives  of  both  the  Administration  and  HHS.  IOS  serves  as  the  nucleus  for 
HHS  activities.  Responsibilities  associated  with  policies  and  issues  that  the  Secretary  and  HHS 
must  confront  daily  include  more  than  300  programs,  covering  a  wide  spectrum  of  activities. 
Some  of  these  issues  include:  health  care  quality,  biomedical  research;  food  and  drug  safety; 
reducing  the  use  of  tobacco  products;  Medicare;  Medicaid;  HTV/AIDS;  women's  health; 
domestic  violence;  public  health;  Head  Start;  teen  pregnancy;  youth  substance  abuse;  and  many 
other  critical  Federal  responsibilities. 

The  major  objectives  of  IOS  in  FY  2004  will  be  to: 

•  Provide  advisory  assistance  and  executive  level  staff  support  essential  for  the  Secretary 
to  manage  and  direct  the  myriad  programs  mandated  to  the  Department. 

•  Coordinate  all  Departmental  documents,  issues  and  regulations  requiring  Secretarial 
action;  mediate  the  resolution  of  differences  between  Departmental  components; 
communicate  Secretarial  decisions;  and  ensure  the  implementation  of  those  decisions. 

•  Provide  assistance,  direction  and  coordination  to  the  White  House  and  other  Cabinet 
agencies  on  HHS  issues. 

•  Oversee  the  operations  and  functions  of  IOS  entities:  Scheduling  and  Advance,  the 
Executive  Secretariat,  Global  Health  Affairs,  and  the  White  House  Liaison. 

•  Set  the  Department's  regulatory  agenda  and  review  all  new  regulations  and  regulatory 
changes  to  be  issued  by  the  Secretary;  perform  an  on-going  review  of  regulations  which 
have  already  been  published,  with  particular  emphasis  on  reducing  the  regulatory  burden. 

•  Review,  validate  and  revise  HHS  initiatives  and  support  for  Global  Health  activities. 
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•        Increase  the  efficiency  and  cost-effectiveness  of  the  Department  through  improved 

management  of  resources  and  operations.  Evaluate  the  potential  for  cost  savings  through 
the  introduction  of  a  centralized  approach  to  developing,  operating  and  maintaining 
automated  administrative  systems. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  IOS  is  $8,235,000,  a  net  increase  of  $236,000  above  the  FY  2003 
President's  Budget  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 
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ASSISTANT  SECRETARY  FOR  PUBLIC  AFFAIRS 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$3,751,000 
33 


$4,064,000 
35 


$4,155,000 
34 


+$91,000 
-1 


Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Public  Affairs  (ASP A)  serves  as  the  principal  public 
affairs  officer  in  all  aspects  of  Departmental  policy  and  activities;  oversees  the  planning, 
management  and  execution  of  communication  activities  throughout  HHS;  conducts  Department- 
wide  public  affairs  programs;  provides  public  information  and  support  on  legislative  initiatives 
which  cut  across  program  and  Operating  Division  lines  within  the  Department;  establishes  and 
administers  the  Freedom  of  Information  Act  (FOIA)  and  Privacy  Act  Department-wide;  and 
provides  information  on  Departmental  actions  and  purposes  to  the  general  public. 

ASPA's  major  objectives  in  FY  2004  will  be  to: 

Focus  on  communicating  improvements  to  the  healthcare  system  in  America. 

•  Strengthen  and  enhance  communication  infrastructure  and  preparedness  for  emergencies, 
particularly  bioterrorism. 

•  Continue  health  promotion  and  disease  prevention  public  awareness  programs  -  with  an 
emphasis  on  minority  and  disadvantaged  audiences  -  through  the  coordination  of 
interviews,  press  conferences,  op/eds,  letters  to  the  editor,  and  public  service 
announcements. 

•  Establish  a  Web  Portal  Office  to  maintain,  upgrade,  and  enhance  the  Department's 
website. 

•  Provide  important  health  information  to  the  public  through  video  and  audio  news 
releases,  satellite  interviews  with  HHS  spokespersons,  and  printed  materials. 

•  Review  Departmental  requests  for  clearance  of  publication  and  audio-visual  material, 
with  the  goal  of  eliminating  wasteful  spending,  improving  communications  to  the  public, 
and  finding  more  strategic  and  cost-effective  means  of  providing  information. 

•  Strengthen  communication  with  the  public  on  vital  health  issues. 
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Improve  the  effectiveness  of  the  multitude  of  education  and  marketing  campaigns  that 
take  place  throughout  the  Department,  beginning  with  stronger  coordination  among 
agencies  and  better  front-end  planning  and  execution. 

Strengthen  communication  capabilities  for  public  health  crises,  including  bioterrorism 
and  infectious  disease  outbreaks. 


•  Provide  OpEd  and  other  materials  on  a  regular  basis  to  national  and  regional  media, 
including  minority  media,  with  special  emphasis  on  preventive  health  care  messages, 
personal  responsibility  and  the  importance  of  the  family. 

•  Improve  outreach  to  the  Hispanic  media  market,  providing  important  health  messages  to 
the  Hispanic  community  through  Spanish-language  materials,  such  as  audio  news 
releases,  television  interviews,  and  Spanish-language  stories  on  HHS  Radio. 

•  Continue  the  production  of  speeches,  statements,  articles,  editorials,  video  scripts  and 
other  written  materials  for  Departmental  officials. 

•  Continue  technical  support  and  maintenance  of  the  FOIA  tracking  system  as  well  as 
processing  increasingly  complex  FOIA  requests. 

•  Maintain  the  system  for  clearance  and  issuance  of  press  releases,  streamlining  the  process 
where  possible. 

•  Expand  production  and  distribution  of  health  messages  to  television  and  radio 
broadcasters,  with  a  special  emphasis  on  reaching  disadvantaged  and  minority 
populations. 

•  Produce  satellite  news  conferences  and  media  tours  that  bring  health  information  directly 
to  English  and  Spanish-speaking  TV  affiliates  around  the  country. 


Rationale  for  the  Budget  Request 


The  FY  2004  request  for  ASPA  is  $4,1 55,000,  a  net  increase  of  $91 ,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 
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ASSISTANT  SECRETARY  FOR  LEGISLATION 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$2,877,000 
26 


$3,161,000 
28 


$3,244,000 
28 


+$83,000 


Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Legislation  (ASL)  serves  as  the  principal  advisor 
before  Congress  for  the  Administration's  health  and  human  services  initiatives;  serves  as  chief 
HHS  legislative  liaison  and  principal  advisor  to  the  Secretary  and  the  Department  on 
Congressional  activities;  and  maintains  communications  with  executive  officials  of  the  White 
House,  OMB,  other  Executive  Branch  departments,  members  of  Congress  and  their  staffs,  non- 
governmental organizations  and  associations,  and  selected  legislative  programs. 

ASL's  responsibilities  include  advising  the  Secretary  on  all  policy  matters  relating  to  HHS 
legislation;  serving  as  an  information  resource  for  members  of  Congress  and  staff  on  HHS 
programs,  grants  and  initiatives;  providing  guidance  on  the  development  and  analysis  of 
Departmental  legislation  and  policy,  including  formulation  of  the  budget;  directing  and 
coordinating  legislative  initiatives  to  ensure  consistent  and  strong  advocacy  before  Congress; 
and  securing  Congressional  enactment  of  program  and  policy  reform  proposals. 

ASL's  major  objectives  in  FY  2004  will  be  to: 

•  Present  the  Administration's  health  and  human  services  legislative  agenda  before  the 
Congress.  This  includes  analysis  and  resolution  of  issues  raised  by  Members  of  Congress 
and  Congressional  staff  during  consideration  of  HHS  authorizing  and  appropriations 
legislation. 

•  Provide  quality  service  and  information  to  Members  of  Congress  and  staff  concerning 
HHS  programs,  grants,  and  initiatives. 

•  Manage  the  Department's  legislative  agenda,  including  the  introduction  of  legislative 
initiatives  within  the  jurisdiction  of  HHS. 

•  Coordinate  Departmental  participation  in  Congressional  hearings,  mark-ups  and 
conference  committee  meetings.  This  includes  arranging  briefing  sessions,  identifying 
witnesses,  supervising,  drafting,  and  clearing  testimony  and  position  papers, 
communicating  the  Administration's  positions  to  the  Congress,  and  advising  Department 
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officials  of  the  results  of  Congressional  action. 

Develop  and  execute  Departmental  legislative  and  regulatory  activities  by  providing 
more  effective  guidance  to,  and  increasing  participation  with,  other  Executive  Branch 
officials  and  the  Department's  OPDIVs  and  STAFFDIVs. 

•  Standardize  all  operations  of  ASL's  Office  of  Legislation,  in  order  to  ensure  timely, 
quality  information  is  provided  to  the  Secretary,  other  Executive  Branch  departments, 
and  Capitol  Hill. 

•  Implement  and  fully  utilize  a  new  inter-departmental  legislative  communications 
network. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  ASL  is  $3,244,000,  a  net  increase  of  $83,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 
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ASSISTANT  SECRETARY  FOR  PLANNING  AND  EVALUATION 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$6,511,000 
79 


$6,993,000 
95 


$7,019,000 
95 


+$26,000 


Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE)  provides  policy 
analysis  and  advice;  guides  the  formulation  of  legislation;  coordinates  strategic  and 
implementation  planning;  conducts  regulatory  analysis  and  reviews  regulations;  oversees  the 
planning  of  evaluation,  non-biomedical  research,  and  major  statistical  activities;  and  administers 
evaluation,  data  collection,  and  research  projects  and  oversight  to  assure  information  needed  for 
HHS  policy  development. 

These  functions  can  be  grouped  into  two  components:  planning  and  policy  analysis  and 
development,  and  policy  management  and  support.  Most  ASPE  resources  are  used  for  policy 
analysis  and  development;  the  remainder  is  used  to  provide  policy  support  in  the  form  of 
executive  direction,  administration,  planning  and  monitoring  of  activities  to  achieve  the 
Department's  goals  and  objectives,  oversight  of  evaluation,  and  coordination  of  Departmental 
data  policy  and  services,  including  simulation  modeling,  programming,  and  technical  assistance. 

The  major  accomplishments  planned  for  ASPE  in  FY  2004  are  as  follows: 

•  Conduct  planning  and  policy  analysis  to  support  the  President  and  Secretary's  major 
program  initiatives,  including  analysis  that  anticipate  the  impact  of  major  demographic, 
social  and  scientific  changes  on  the  nation  and  HHS  programs. 

«        Manage  the  development,  coordination  and  the  implementation  of  the  Department's 
strategic  plan. 

•  Maintain  and  enhance  micro-simulation  models  to  support  both  the  implementation  of 
these  major  initiatives  and  the  development  of  other  initiatives.  Use  these  models  to 
identify  the  costs  and  effects  of  various  policy  proposals. 

•  Formulate  and  coordinate  HHS-wide  data  policy,  including  data  collection  strategy,  data 
standards,  and  policy,  to  address  current  and  emerging  data  needs  related  to  the  impact  of 
new  public  policy  proposals. 
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•  Conduct  short-term  analyses  and  provide  day-to-day  analytic  and  technical  support  for 
policy  formulation  for  the  Secretary  and  other  senior  officials. 

•  Provide  policy-relevant  information  on  national  trends  in  public  and  private  health  and 
human  services  activities,  and  the  populations  affected  by  HHS  programs  and  policies. 

•  Complete  the  development  of  the  Department's  FY  2004  legislative  program,  resulting  in 
the  submission  of  bills  and  proposals  to  Congress.  Prepare  justification  materials  for 
Congressional  committees  and  manage  the  development  of  the  Department's  legislative 
program  for  FY  2005. 

•  Coordinate  the  Department's  planning  of  high  priority  regulations,  and  review  all 
regulations  for  policy,  economic,  Federalism  and  family  impact. 

•  Coordinate  the  development  and  implementation  of  policies  to  make  services  more 
accessible,  comprehensive,  and  integrated. 

•  Provide  information  to  States,  local  communities,  researchers  and  others  for 
consideration  as  new  health  and  human  services  strategies  are  designed,  tested  and 
implemented. 

•  Work  with  the  OPDIVs  in  collaborative  efforts  to  implement  various  recommendations 
to  improve  data  collection  and  analysis.  For  example,  working  through  the  Data  Council, 
ASPE  will  collaborate  with  the  National  Center  for  Health  Statistics,  the  Agency  for 
Healthcare  Research  and  Quality,  and  other  agencies  in  refining  national  surveys  and  in 
developing  new  capabilities  for  obtaining  data  to  assess  the  changes  in  health  and  human 
services,  and  the  well-being  of  individuals  at  the  State  and  local  level. 

•  In  addition,  in  FY  2003  and  FY  2004  ASPE  plans  to  pursue  evaluations  to  support 
program  performance  information  needs  identified  by  the  Performance  Assessment 
Rating  Tool  (PART)  analysis  for  several  programs,  including  CDC  Childhood 
Immunizations,  HRSA  Nursing  Loan  Repayment,  Brief  Intervention  under  the 
President's  Drug  Treatment  Initiative,  and  IHS  Sanitation  Facilities. 

To  address  the  President's  management  agenda,  ASPE  has  focused  on  organizational 
consolidation  and  eliminating  management  layers.  In  this  respect,  ASPE  has  eliminated  one 
major  office  through  consolidation  and  has  eliminated  a  number  of  unnecessary  supervisory 
positions.  Additionally,  ASPE  has  improved  its  administration  of  grants  by  developing  a 
partnership  agreement  with  National  Institute  of  Child  Health  and  Human  Development 
(NICHD)  to  use  their  grant  expertise  and  electronic  technology.  ASPE  currently  outsources 
much  of  its  research  and  evaluation  studies. 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  ASPE  is  $7,019,000,  a  net  increase  of  $26,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 
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ASSISTANT  SECRETARY  FOR  BUDGET,  TECHNOLOGY  AND  FINANCE 


FY  2002  FY  2003  FY  2004  Increase  or 

Actual  President's  Budget  Estimate  Decrease 

Budget  Authority         $19,218,000  $20,117,000  $20,588,000  +$471,000 

FTE                                  129  144  148  +4 

HCFAC  account1           [$125,000]  [$-]  [$-]  [$-] 

HCFAC  FTE                         [-]  H  H  H 


Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Budget,  Technology  and  Finance  (ASBTF)  advises  the 
Secretary  on  all  aspects  of  budget,  financial  management  and  information  technology,  and 
provides  for  the  direction  of  these  activities  throughout  the  Department.  ASBTF's 
responsibilities  involve  a  number  of  functions  which  have  been  consolidated  into  three  major 
areas:  Budget  Services,  Financial  Services,  and  Information  Resources  Management  Services. 
Each  of  these  areas  is  described  in  detail  below  and  on  the  following  pages. 

•  Budget  Services  -  Manages  the  preparation  of  the  Department's  annual  budget,  and 
prepares  the  Secretary  to  present  and  defend  the  budget  to  the  public,  the  media,  and 
Congressional  committees.  Prepares  analyses,  options,  and  recommendations  on  all 
budget  and  management  issues  related  to  the  Secretary's  review  of  budget  submissions 
from  the  OPDIVs,  the  Secretary's  request  to  the  President,  and  the  President's 
submission  to  Congress  on  behalf  of  HHS.  Analyzes  regulations  and  policies  for 
financial  implications.  Manages  and  directs  implementation  of  the  requirements  of  major 
financial  management  legislation  including  the  Anti-Deficiency  Act.  Serves  as 
Departmental  liaison  with  central  agencies  on  budget  execution.  Provides  support  to 
program  and  financial  managers  for  implementation  of  the  Government  Performance  and 
Results  Act  (GPRA).  Incorporates  performance  measurement  information  into  the  HHS 
budget. 

•  Financial  Services  -  Advises  the  Secretary  on  all  aspects  of  financial  management,  and 
directs,  coordinates  and  provides  support  for  all  financial  management  activities  across 
the  Department.  Provides  leadership  to  OPDIV  senior  financial  managers,  including  the 
OPDIY  Chief  Financial  Officers  (CFO),  through  the  CFO  Council.  Manages  and  directs 
implementation  of  the  requirements  of  major  financial  management  legislation  including: 


Funding  for  the  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  program  is  appropriated  separately  and  is 
a  non-add  to  GDM. 
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the  CFO  Act  and  the  Government  Management  Reform  Act  (GMRA);  the  Anti- 
Deficiency  Act;  the  Debt  Collection  Improvement  Act  (DCIA);  the  Federal  Managers 
Financial  Integrity  Act  (FMFIA);  the  Federal  Financial  Management  Improvement  Act 
(FFMIA);  and  the  Travel  and  Transportation  Reform  Act  of  1998.  Develops 
Department-wide  financial  management  policies  and  standards  in  conformance  with  the 
Federal  Accounting  Standards  Advisory  Board  (FASAB)  government-wide  accounting 
concepts  and  standards.  Serves  as  Departmental  liaison  with  central  agencies  on 
financial  matters.  For  the  cost  policy  function,  oversees  the  OPDIVs  and  coordinates 
with  OMB  and  other  central  agencies  as  well  as  the  HHS  regional  Divisions  of  Cost 
Allocation  on  cost  issues  related  to  recipients  of  Federal  financial  assistance  under  HHS 
programs  including  State  and  local  governments,  colleges  and  universities  and  other  non- 
profits. 

•  Information  Resources  Management  (1RM)  Services  -  Provides  assistance  and  guidance 
on  the  use  of  information  technology  (IT)-supported  business  process  re-engineering, 
investment  analysis,  performance  measurement,  strategic  planning,  and  development  and 
application  of  information  systems  and  infrastructure.  Coordinates  the  HHS  IT  Budget 
data  collection,  analyses  and  presentation.  Manages  and  maintains  requirements  under 
the  Paperwork  Reduction  Act  and  the  Clinger-Cohen  Act  as  defined  in  OMB  Circular  A- 
130.  Provides  liaison  with  OMB  and  other  Federal  Departments,  as  well  as  internal 
coordination  in  connection  with  the  fulfillment  of  the  President's  Management  Plan 
objective  relating  to  citizen-centered  government.  Develops  polices  to  provide  improved 
management  of  information  resources  and  technology,  and  to  provide  better,  more 
efficient  service  to  HHS  clients  and  employees. 

The  FY  2004  budget  will  allow  ASBTF  to  carry  out  the  following  major  goals  and  objectives: 

Budget  Services 

•  Plan  and  coordinate  all  HHS  events  for  the  Departmental  budget,  including  reviewing 
OPDIV  requests,  developing  alternative  recommendations,  and  ensuring  timely 
submission  to  the  President  and  the  Congress.  Continue  such  efforts  throughout  all 
upcoming  budget  processes. 

•  Provide  the  Secretary  with  all  budget-related  materials  and  information  necessary  for 
presentation  to  any  audience.  This  involves  ensuring  the  Secretary's  success  in  budget 
presentations  in  support  of  the  programs  of  the  President.  Continue  such  efforts 
throughout  all  upcoming  budget  processes. 

•  Successfully  manage  the  major  workloads  required  in  support  of  the  annual  budget 
submissions  and  other  program  budget  analyses  and  estimates  which  occur  throughout 
the  year.  Continue  such  efforts  throughout  all  upcoming  budget  processes. 
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•  Manage,  provide  guidance  and  direct  assistance  in  implementing  the  President's 
Management  agenda,  especially  budget  and  performance  integration;  review  annual 
performance  plans  required  by  GPRA  and  incorporate  performance  measurement 
information  into  the  HHS  budget.  Continue  to  provide  such  guidance  and  assistance 
throughout  all  upcoming  budget  processes. 

•  Prepare  the  annual  HHS  Performance  Plan. 

•  Assist  CMS  and  ACF  with  financial  issues  related  to  the  Department's  "mandatory" 
funding  programs,  which  includes  review  and  analysis  of  regulations  and  policies. 
Continue  to  provide  such  assistance  throughout  all  upcoming  budget  processes. 

•  Increase  outreach  to  customers  through  briefings,  Internet  web  pages,  and  video  training 
programs,  and  printed  and  electronic  information.  Continue  such  efforts  throughout  all 
upcoming  budget  processes. 

•  Assure  HHS'  compliance  with  the  requirements  of  the  Anti-Deficiency  Act,  especially 
regarding  the  apportionment  of  HHS  accounts. 

•  Maintain  the  Financial  Information  Reporting  System  (FIRS),  which  provides  summary 
financial  information  in  a  central  database  that  is  used  to  develop  outlay  estimates  for  the 
President's  Budget.  It  also  provides  a  tracking  system  for  all  HHS  apportionments. 

•  Provide  Department- wide  direction  for  financial  management  of  the  Service  and  Supply 
Fund  (SSF),  and  manage  the  policies  set  by  the  SSF  Board  of  Directors.  Continue  to 
provide  such  direction  and  guidance  throughout  all  upcoming  budget  processes. 

•  Manage  the  requirements  for  the  Paperwork  Reduction  Act  in  the  Office  of  the  Secretary. 
Financial  Services 

•  Prepare  timely  financial  statements  as  required  by  the  CFO  Act  as  amended  by  GMRA. 
In  support  of  the  President's  Management  Agenda  to  accelerate  financial  statement 
reporting,  begin  preparation  for  the  November  1 5,  2004  deadline  by  pilot  testing  the 
FY  2003  financial  statements  for  submission  to  OMB  by  November  15, 2003  -  more 
than  75  days  earlier  than  for  the  FY  2002  financial  statements,  which  were  not  required 
until  January  31,  2003. 

•  Manage  the  preparation  of  the  Department's  annual  Performance  and  Accountability 
Report  (PAR)  under  the  Reports  Consolidation  Act  of  2000. 

•  In  support  of  the  President's  Management  Agenda,  continue  implementation  of  the 
Unified  Financial  Management  System  (UFMS),  which  will  replace  the  five  legacy 
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accounting  systems  currently  used  across  the  Department.  The  Program  Management 
Office  (PMO)  which  directs  the  implementation  of  UFMS,  is  located  in  Financial 
Servcies.  HHS  is  requesting  a  total  of  $49.9  million  Department-wide  to  support  the 
UFMS  effort  in  FY  2004. 

•  Work  with  the  OPDIVs  to  develop  and  implement  plans  related  to  erroneous  payment 
rates  initiated  under  the  President's  Management  Agenda  and  the  new  requirements  of 
the  Improper  Payment  Act. 

•  Continue  efforts  to  increase  collections  under  the  DCIA  by  10  percent  in  FY  2003  and 
FY  2004. 

•  Streamline  the  Departmental  financial  reporting  process,  utilizing  expertise  from  the 
private  sector. 

•  Strengthen  financial  accountability  by  including  improving  financial  performance  in 
annual  performance  contracts  for  each  OPDIV  Head. 

•  Audit  resolution  results  for  FY  2003  and  FY  2004  are  expected  to  exceed  both  prior  year 
results  and  targets  for  current  years.  The  FY  2004  target  reflects  a  2.5  percent  decrease 
from  FY  2003  in  the  number  of  days  needed  to  complete  assigned  audits. 

Information  Resources  Management  Services 

•  Support  the  realization  of  the  Secretary's  "One  HHS"  vision  by  aligning  the  Office  of 
Information  Resources  Management's  (OIRM)  organizational  structure  and  goals,  to 
bring  all  HHS  OPDIVs  together  in  terms  of  IT.  Facilitate  development  of  the 
Department's  Five- Year  IT  Strategic  Plan.  Promote  the  integration  and  consolidation  of 
IT  assets  and  related  resources,  to  capitalize  on  economies  of  scale.  Promote  best 
business  practices  and  standardization  where  they  are  beneficial  to  HHS. 

•  Electronic  government  (e-Gov)  is  one  of  five  key  elements  in  the  President's 
Management  Agenda.  The  President  has  outlined  how  his  e-Gov  initiative  will  focus  on 
reforming  the  Federal  government  so  that  it  is  citizen-centered.  OIRM  is  providing  the 
leadership  and  advocacy  for  HHS's  Department- wide  coordination  of  this  initiative.  Our 
e-Gov  vision  is  to  employ  Information  Technologies  in  concert  with  the  Department's 
Strategic  Plan,  and  help  create  a  "One  HHS"  that  looks  at  our  programs  from  a  citizen's 
perspective  and  closes  the  performance  gap  by  providing  seamless  and  integrated 
services  to  constituents.  The  "One  HHS"  program  fulfills  the  ultimate  vision  of  e-Gov, 
to  create  a  virtual  pool  of  government  information  and  services  available  from 
throughout  HHS  and  accessible  by  all  citizens.  All  levels  of  HHS  will  collaborate  as 
equal  partners  to  provide  citizen-centric  services.  The  OIRM  e-Gov  mission  is  to 
establish,  support,  and  maintain  a  Departmental  e-Gov  program  that  coordinates  and 
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makes  visible  current  and  future  efforts  between  the  HHS  OPDIVs  and  Federal,  State, 
and  local  governments,  business  entities,  and  the  public,  as  well  as  act  to  improve 
internal  efficiencies  and  effectiveness. 

Develop  and  communicate  policies  and  guidelines  to  establish  IT  capital  planning  and 
investment  control  and  security  improvements,  consistent  with  the  President's 
Management  Agenda,  OMB  Circular  A-l  L  and  other  pertinent  directives. 

Continue  initiatives  for  enterprise-wide  improvements  to  HHS's  network  infrastructure, 
and  to  consolidate  common  business  systems.  Provide  oversight  for  the  design, 
development  and  implementation  of  enterprise  systems,  such  as  the  UFMS  and  the 
Enterprise  Human  Resource  and  Pa>Toll  (EHRP)  system. 

Establish  initiatives  to  improve  capabilities  while  optimizing  associated  costs  of  HHS 
communications.  Represent  HHS's  interests  on  government-wide  committees  and 
councils,  including  the  Interagency  Management  Council  (IMC)  and  the  FTS  Executive 
Steering  Committee. 

Continue  to  lead  disaster  recovery  efforts  and  provide  Departmental  leadership  and 
policy  for  HHS  with  regard  to  Telecommunications.  The  OIRM  Telecommunications 
Manager:  acts  as  agency  coordinator  for  all  FTS  telecommunications  matters  and  shares 
this  information  throughout  the  Department;  works  with  the  Department's  local  and  long- 
distance earners  and  contract  providers  to  meet  HHS  requirements;  directs  transitions 
from  expiring  to  replacement  contracts  (such  as  FTS 2000  to  FTS2001);  and  acts  as  the 
Departmental  representative  in  such  matters.  .Another  transition  is  in  the  planning  stages, 
to  commence  in  2004. 

Provide  leadership  and  oversight  in  the  design  and  implementation  of  infrastructure 
upgrades  necessary  to  improve  IT  security  in  HHS. 

Negotiate  and  initially  manage  enterprise-wide  IT  software  license  contracts.  Lead  the 
Department  in  enterprise-wide  IT  equipment,  as  well  as  services  procurement  offering 
deep  discounts  to  all  OPDIYs.  Institutionalize  these  efforts  with  the  appropriate  HHS 
Acquisition  Management  Office,  to  create  an  HHS  Enterprise  IT  Procurement  Center. 

Coordinate  with  the  Office  of  Budget  for  the  IT  Capital  Asset  Planning  data  required  by 
OMB  Circular  A-l  1  and  related  directives. 

Through  leadership  and  pro-active  involvement,  facilitate  improvements  in  change 
management  initiatives,  to  improve  Departmental  compliance  in  IT-related  mandates, 
including:  GPRA;  Paperwork  Reduction  Act  (PRA);  Government  Paperwork 
Elimination  Act  (GPEA);  Section  SOS  of  the  American  Disabilities  Act  (ADA); 
Government  Information  Security  and  Reform  Act  (GISRA);  OMB  Circulars  A-l  1,  A-76 
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and  A- 130;  and  other  pertinent  laws,  regulations  and  directives.  Champion  enterprise 
attention  to  these  important  matters. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  ASBTF  is  $20,588,000,  a  net  increase  of  $471,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 
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ASSISTANT  SECRETARY  FOR  ADMINISTRATION  AND  MANAGEMENT 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$15,881,000 
131 


$16,696,000 
156 


$17,100,000 
150 


+$404,000 
-6 


Purpose  and  Method  of  Operations 

The  Assistant  Secretary  for  Administration  and  Management  (AS AM)  serves  as  the  OPDIV 
Head  for  the  Office  of  the  Secretary.  The  duties  and  responsibilities  of  the  AS  AM  include: 
advising  the  Secretary  on  all  aspects  of  administration;  providing  leadership;  policy  guidance, 
supervision,  and  coordination  of  long  and  short-range  planning  for  the  Department;  and  ensuring 
that  HHS  meets  the  goals  set  forth  for  it  in  the  President's  Management  Agenda. 

The  offices  in  ASAM  perform  the  following  duties: 

Grants  and  Acquisition  Management  -  Provides  policy  direction  and  technical  assistance 
in  the  areas  of  grants  management,  acquisition,  logistics,  real  property  security  and 
environmental  policy.  Develops  Department-wide  grants,  acquisition  and  logistics 
policies.  Conducts  projects  to  pursue  innovation  and  improvement  in  the  management  of 
the  Department's  procurement,  grants  logistics  operations,  and  real  property  security  and 
environmental  policy.  Manages  the  Department's  Small  and  Disadvantaged  Business 
Utilization  Program. 

•  Human  Resources  -  Provides  leadership  in  the  development  and  assessment  of  the 
Department's  human  resources  programs  and  policies.  Designs  human  resource 
programs  and  strategies  that  support  and  enhance  the  HHS  mission  and  the  objectives  of 
the  President's  Management  Agenda.  On  behalf  of  the  Department's  Director  of  Equal 
Employment  Opportunity,  adjudicates  complaints  of  discrimination.  Serves  as 
Department  liaison  to  central  management  agencies  exercising  jurisdiction  over 
personnel  and  EEO  matters. 

•  Facilities  Management  and  Policy  -  The  Division  of  Facilities  Management  (DFM) 
provides,  plans  and  directs  the  total  physical  facilities  program  for  the  Department,  which 
includes  facilities  master  planning,  design,  construction,  operations  and  maintenance  of 
all  buildings,  and  property  management  of  leased  space  and  facilities,  including  space 
management.  DFM  also  provides  ongoing  administrative  and  operations  support  to  the 
Department's  Capital  Asset  Planning  Board,  and  is  a  major  player  in  HHS- wide  business 
continuity  and  contingency  planning.  Additionally,  DFM  has  oversight  responsibilities 
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for  a  multi-billion  facilities  construction  and  management  portfolio  that  calls  for 
construction  of  numerous  state-of-the-art  laboratories,  office  buildings  and  other  support 
facilities. 

The  Division  of  Real  Property  Policy  (DRPP)  establishes,  maintains  and  promulgates 
HHS  and  OS  policy  for  the  occupational  safety  and  health  and  environmental  programs, 
as  well  as  for  the  historic  preservation  program.  Reviews  physical  security  requirements 
for  HHS  leased  real  property.  Interprets  Department  of  Energy  policy  on  energy 
management  issues  and  oversees  implementation  of  energy  related  legislation  with  HHS. 
Establishes  information  and  reporting  standards  for  all  above  listed  programs.  Collects, 
assembles,  and  analyzes  required  information  for  reports  to  Congress,  OMB,  GSA  and 
other  Federal  agencies. 

•  OS  Executive  Office  (OSEO)  -  Advises  the  senior  executives  in  OS  on  management  and 
administrative  issues.  Provides  resource  management  in  the  areas  of  budget,  financial 
services,  human  resources,  administrative  services,  and  information  management. 
Advises  HHS  components  on  all  Departmental  management  programs,  such  as  travel  and 
Continuity  of  Operations  (COOP).  Provides  overall  administrative  management  to  the 
OS  customers  in  the  SW  DC  complex.  Supports  and  advises  all  HHS  organizational 
components  in  the  SW  Complex  on  issues  of  space  design,  construction,  space 
utilization,  handicapped  accessibility  and  rent  management.  Additionally,  serves  as  the 
HHS/OS  liaison  with  the  General  Services  Administration. 

The  FY  2004  budget  request  will  allow  ASAM  to  carry  out  the  following  major  objectives: 

Office  of  Grants  and  Acquisition  Management  (OGAM) 

•  Continue  to  provide  innovative  solutions,  guidance,  assistance,  performance 
measurement,  training  and  advocacy  in  the  above  areas  in  order  to  achieve  the  best 
business  value  and  ensure  the  public  trust  for  Departmental  program  and  operating  funds 
in  FY  2003  and  FY  2004. 

•  Continue  to  foster  the  growth  of  Small  and  Disadvantaged  Business  Streamlined  vendor 
outreach  by  conducting  monthly  sessions  on  a  Department-wide  basis. 

•  Continue  to  manage  the  Department-wide  Grants  Information  System  to  provide  a  single 
repository  of  HHS  grant  awards  made  under  nearly  300  different  grant  programs. 

•  Continue  to  manage  and  implement  upgrades  to  the  Department-wide  Contracts 
Information  System  (DCIS),  which  feeds  data  to  the  Federal  Procurement  Data  System. 

•  Provide  training  in  grants,  acquisition  and  logistics  management  for  staff  Department- 
wide. 
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•  Lead  government-wide  Grants  Management  Committee,  and  streamline  grants 
procedures  within  HHS. 

•  Manage  the  Department's  purchase  and  travel  card  programs. 

OGAM  achieves  the  best  business  value  and  ensures  public  trust  for  Departmental  program  and 
operating  funds  by  managing  a  Department- wide  policy  system  which  will  provide  innovative 
solutions,  guidance,  assistance,  performance  measurement,  training  and  support  in: 

Aiding  beneficiaries  and  business  organizations.  HHS  grants  program  and  policy 
information  was  made  available  via  the  internet  on  GrantsNet.  Provided  individual 
written  responses  to  over  1,500  requests  from  the  public  for  grant  information. 
Acquiring  goods  and  services  to  meet  program  needs.  $6  billion,  plus  another  $373 
million  for  the  purchase  card,  was  awarded  in  FY  2002. 

•  Managing  the  Department's  assets,  while  supporting  the  Administration. 

•  Congressional  and  professional  policy  initiatives. 

•  Using  electronic  commerce  to  conduct  business  more  effectively  and  efficiently. 

•  Providing  oversight  of  HHS  grant  programs,  which  spend  over  $203  billion  annually. 

Office  of  Human  Resources  (OHR) 

•  Continue  efforts  to  consolidate  bargaining  units  in  the  Department  to  support  the 
Secretary's  "One  HHS"  initiative.  Consolidation  of  ten  National  Treasury  Employees 
Union  (NTEU)  bargaining  units  into  a  single  unit  with  recognition  at  the  Office  of  the 
Secretary  is  targeted  for  FY  2003.  Efforts  to  consolidate  bargaining  units  within  OPDFVs 
having  multiple  recognitions  with  the  same  union(s)  will  begin  during  FY  2003. 

Continue  the  consolidation  of  human  resources  (HR)  services  within  HHS.  Multiple  HR 
offices  in  NTH  and  FDA  were  consolidated  to  bring  HHS  from  40  organizationally 
dispersed  offices  to  seven  at  the  end  of  FY  2002.  In  FY  2003,  this  project  will  continue, 
consolidating  to  four  Departmental  offices  which  will  provide  the  full  range  of  HR 
services  to  all  employees,  and  achieve  economies  of  scale  and  higher  servicing  ratios  by 
eliminating  the  overhead  of  multiple  offices.  OHR  will  continue  to  manage  this 
consolidation  to  improve  servicing  ratios  and  increase  savings  in  FY  2004. 

•  In  FY  2002,  OHR  planned  and  carried  out  a  study  of  employee  retention,  focusing  on 
what  factors  influence  employees  to  stay  with  the  Department  and,  using  conjoint 
analysis,  developing  information  on  the  relative  importance  of  different  factors.  This 
information  will  allow  HHS  to  improve  retention  by  focusing  attention  on  the  factors 
identified  by  employees  as  key  to  their  staying  with  the  Department.  OHR  will  manage 
this  effort  in  FY  2003  and  2004. 

•  Continue  efforts  to  promote  cooperative  labor-management  relations  throughout  the 
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Department,  in  order  to  enhance  mission  achievement.  Support  cooperative  labor- 
management  initiatives  to  implement  the  President's  management  agenda,  especially 
focused  on  managing  human  capital. 

•  Continue  to  provide  oversight  and  technical  guidance  to  the  EEO  Alternative  Dispute 
Resolution  (ADR)  Workgroup  in  implementing  the  Departmental  ADR  Work  Plan,  to 
ensure  continued  monitoring,  technical  assistance  and  information  sharing  regarding 
Department-wide  ADR  activities  and  training  efforts. 

•  Continue  to  provide  analyses  and  reports  to  HHS  senior  management  officials  regarding 
under-representation  of  minorities  and  women  in  HHS  employment,  recruitment,  hiring, 
and  retention  strategies  for  increasing  the  representation  of  minorities  and  women  in  the 
HHS  workforce,  and  the  presentation  of  other  EEO  concerns. 

•  Provide  technical  guidance  to  the  OPDIVs  in  the  preparation  of  Affirmative  Employment 
Program  Plans,  so  that  the  methodologies  used  are  consistent  HHS-wide  and  conform  to 
EEO  Commission  management  directives.  Continue  leadership  of  HHS  EEO  Officers' 
meetings,  coordination  of  OGC/EEO  Roundtables  and  plans  for  restructuring  HHS  EEO 
Programs  to  improve  efficiency  through  the  elimination  of  duplicative  efforts  and 
achieving  economies  of  scale. 

•  Continue  implementation  of  the  HHS  Plan  for  Employment  of  Persons  with  Disabilities, 
which  consists  of  an  HHS  strategy,  framework,  guidelines,  required  actions  and 
timetables  to  recruit,  hire,  develop,  retain  persons  with  disabilities  and  to  provide 
reasonable  accommodation  and  accessibility.  Provide  oversight  and  technical  guidance 
in  the  implementation  of  reasonable  accommodation  plans  at  the  HHS  and  OPDPV  levels. 
Continue  oversight  and  technical  guidance  to  the  reconstituted  HHS  Committee  for 
Employees  with  Disabilities,  charged  with  providing  advice  and  recommendations  to  the 
Secretary  on  the  employment  of  individuals  with  disabilities,  and  serving  as  a  focal  point 
for  the  concerns  of  employees  with  disabilities  on  employment  matters. 

•  Facilitate  Departmental  compliance  in  the  implementation  of  new  regulations  under 
Section  508  of  the  Rehabilitation  Act,  which  require  electronic  information  technology 
accommodation  and  accessibility  for  person  with  disabilities. 

Office  of  Facilities  Management  and  Policy  (OFMP) 

Consolidate  within  a  single  office  all  planning  and  directing  of  the  total  physical  facilities 
program  Department-wide,  including  leasing,  for  all  OPDIVs. 

•  Implement  a  Capital  Planning  Process  that  will  rank  funding  priorities  for  all  facilities 
activities. 
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•  Develop  and  implement  a  strategy  to  compete  or  directly  out  source  facilities  operations 
and  maintenance  activities. 

•  Continue  to  establish  policy  and  provide  oversight  for  occupational  safety  and  health  and 
environmental  programs  Department-wide. 

OS  Executive  Office  (OSECT) 

•  Continue  to  streamline  administrative  services  and  procedures  within  OS  through  further 
consolidations. 

•  Improve  communications  and  service  agreements  to  our  customers  through  customer 
surveys,  and  enhanced  reporting  and  tracking  systems. 

•  Continue  to  develop  and  standardize  operating  procedures  for  budget,  human  resources, 
administrative,  and  operational/facilities  services.  This  will  continue  to  result  in 
customer  satisfaction  through  innovative  solutions  and  a  strong  focus  on  outcome 
measurement. 

•  Develop  further  enhancements  to  assure  timely  and  accurate  budget  submissions. 

Develop  enhanced  Financial  Management  and  Tracking  Systems  (with  each  customer 
component  providing  input),  to  assure  accurate  and  timely  reporting  of  financial 
commitments  and  internal  financial  management. 

•  Continue  to  streamline  management  support  processes  to  assure  timely  performance 
management  that  tie  to  Secretarial  priorities,  as  well  as  placing  a  strong  emphasis  on 
developing  timely  assurances  for  meeting  ethical  reviews  and  training. 

•  Continue  to  develop  customer  outreach  initiatives  such  as  expanding  the  OSEO  intranet 
site,  developing  enhanced  information  packages  to  include  brochures  and  handouts, 
continuing  quarterly  customer  advisory  meetings  and  assuring  one-on-one  customers 
sessions  provide  on-going  communications. 

•  Continue  to  build  strong  business  coalitions  with  customers,  vendors,  and  partners  to 
assure  enhanced  customer  service. 

•  Continue  to  monitor  and  advance  the  Continuity  of  Operations  Plan  (COOP)  for  the  SW 
DC  Complex. 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  AS  AM  is  $17,100,000,  a  net  increase  of  $404,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 
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OFFICE  OF  INTERGOVERNMENTAL  AFFAIRS 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$5,622,000 
40 


$6,108,000 
47 


$6,130,000 
45 


+$22,000 
-2 


Purpose  and  Method  of  Operations 

The  Office  of  Intergovernmental  Affairs  (IGA)  is  composed  of  a  headquarters  office  and  the  ten 
offices  of  the  Secretary's  Regional  Representatives.  IGA  undertakes  a  variety  of  assignments 
for  the  White  House,  the  Secretary,  the  Deputy  Secretary,  and  the  Director  of  Intergovernmental 
Affairs  in  the  areas  of  administration,  management,  and  intergovernmental  affairs.  IGA  also 
works  closely  with  national  intergovernmental  interest  groups  and  with  individual  State,  local 
and  tribal  officials,  ensuring  that  important  lines  of  communication  are  maintained  between  all 
levels  of  government. 

IGA  coordinates  a  range  of  outreach  activities  and  facilitates  cross-cutting  initiatives  in  the  field. 
IGA  develops  close  relationships  with,  and  is  the  Secretary's  chief  representative  to,  governors, 
State  legislators,  mayors,  tribal  leaders,  other  elected  and  appointed  officials,  and  their 
constituencies.  IGA  also  tracks  HHS  region-specific,  Federal  and  State  legislative  actions,  and 
serves  as  a  surrogate  for  the  Secretary  and  Deputy  Secretary  in  the  Federal  regions,  informing 
State,  local  and  tribal  officials,  the  media  and  public  of  program  initiatives  of  the  Administration 
and  the  Department. 

IGA's  major  objectives  in  FY  2004  will  be  to: 

•  Provide  advice  to  State  and  local  entities  about  the  potential  impact  of  proposed 
Departmental  legislative,  regulatory,  and  administrative  decisions.  This  includes 
working  with  both  the  HHS  Operating  Agencies  and  with  State  and  local  officials 
throughout  the  process  for  implementation  of  legislation  and  regulations  associated  with 
welfare  reform  reauthorization.  It  also  includes  working  with  HHS  representatives  and 
State  and  local  officials  during  the  review  process  for  comprehensive  health  care  reform 
demonstration  waivers  and  State  plans  for  implementation  of  the  State  Children's  Health 
Insurance  Program  (SCHIP),  and  other  important  Departmental  activities. 

•  Provide  Departmental  leadership  in  the  field  in  several  areas,  including  all  top  Secretarial 
priorities  and  initiatives.  This  includes  coordinating  all  aspects  relating  to  the  public 
announcement  of  grants  to  States,  tribal  government,  and  non  profit  grantees. 
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•  Represent  the  Secretary  and  the  Deputy  Secretary  in  contacts  with  officials  from  other 
Federal  agencies,  the  White  House,  State,  local,  and  tribal  governments,  their 
representative  organizations,  and  other  outside  parties. 

•  Promote  general  public  understanding  of  programs,  policies,  and  objectives  of  the 
Department. 

•  Coordinate  the  Department's  tribal  consultation  responsibilities,  pursuant  to  the  Indian 
Self-Determination  and  Education  Assistance  Act  (PL  93-638)  and  presidential 
Executive  Orders  on  tribal  consultation;  to  provide  a  single  point  of  contact  for  nearly 
700  American  Indian/ Alaska  Native  (AI/AN)  tribes  to  access  HHS  program  information 
and  assistance. 

•  At  the  regional  level,  solicit  a  full  range  of  viewpoints  and  disseminate  Departmental 
information,  initiatives,  press  releases,  and  decisions  to  stakeholders,  including  State, 
local  and  tribal  officials,  district  Congressional  staffs,  business  coalitions,  interest  groups, 
advocacy  groups,  the  media  and  other  regional  constituents. 

Rationale  for  foe  Budget  Request 

The  FY  2004  request  for  IGA  is  $6,130,000,  a  net  increase  of  $22,000  above  the  FY  2003 
President's  Budget  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 
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OFFICE  OF  THE  GENERAL  COUNSEL 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 


$35,593,000 


$39,268,000 


$39,412,000 


+$144,000 


FTE 


313 


310 


308 


-2 


HCFAC  account 
HCFAC FTE 


[$4,180,000} 
34 


[$4,896,000] 
34 


[$4,896,000] 
34 


[-1 


Purpose  and  Method  of  Operations 

The  Office  of  the  General  Counsel  (OGC)  oversees  the  provision  of  legal  advice  and 
representation  to  all  components  of  the  Department  (except  the  Office  of  Inspector  General),  on 
all  aspects  of  agency  operations.  OGC  is  responsible  for  meeting  all  of  the  legal  needs  of 
Departmental  components  in  carrying  out  their  respective  duties  and  responsibilities.  OGC 
currently  manages  over  7,000  litigation  matters  in  court  and  before  administrative  tribunals;  by 
FY  2004,  this  number  will  reach  1 0,000.  In  addition,  attorneys  in  the  Office  of  the  General 
Counsel  play  key  roles  in  policy  formulation  by  advising  senior  officials  about  the  Department's 
more  than  300  programs. 

OGC  provides  advice  to  its  clients  daily,  often  in  the  form  of  reviewing  and  relaying  its  opinion 
on  products  written  by  the  OPDIVs.  As  partners  with  the  OPDFVs  participating  in  "One  HHS," 
OGC's  legal  services  assist  in  the  achievement  of  the  Department's  outcome  goals  and 
management  objectives.  OGC  works  in  tandem  with  its  clientele,  not  substituting  its  judgement 
for  the  client,  but  rather  serving  as  advisors  by  providing  input  on  the  legal  implications  of 
programmatic  and  policy  decisions.  This  role  also  includes  outreach  responsibility  for  training, 
brainstorming  on  potential  policy  or  programmatic  decisions  and  providing  other  assistance  that 
the  client  may  need  in  carrying  out  its  mission. 

OGC's  administrative  and  court  litigation  work  supports  all  the  program  areas  within  the 
Department's  portfolio  and  all  the  Secretary's  priorities  for  the  Department,  including:  food 
safety  protections,  organ  donation,  patient  safety,  welfare  and  health  care  reform,  reducing  the 
cost  of  prescription  drugs  for  seniors,  disease  prevention,  privacy  protection,  regulatory  reform, 
Departmental  reorganization,  enhancing  rural  care,  reducing  the  number  of  uninsured,  child 


Funding  for  the  Health  Care  Fraud  and  Abuse  Control  (HCFAC)  program  is  appropriated  separately  and 
is  a  non-add  to  GDM.  The  FY  2003  and  2004  HCFAC  amounts  are  estimates;  final  amounts  may  differ,  pending 
agreement  between  the  Secretary  of  HHS  and  the  Attorney  General. 
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support  enforcement,  Native  American  tribal  self-determination,  Head  Start,  improving  the 
Medicare+Choice  program,  and  support  for  mental  health  initiatives.  In  addition,  OGC  works 
on  both  Departmental  and  Administration  initiatives,  such  as  the  New  Freedom  Initiative,  the 
Faith-Based  Initiative,  prevention  of  medical  errors,  improving  health  care  quality  (including 
Nursing  Homes),  malpractice  reform,  Temporary  Assistance  to  Needy  Families  (TANF), 
Prescription  Drug  User  Fee  Act  (PDUFA),  Medicare  reform/Centers  for  Medicare  &  Medicaid 
Services  (CMS)  management  reform,  Long-Term  Care,  Medicaid/State  Children's  Health 
Insurance  Program  (SCHIP)  Reform,  and  support  for  Medical  Records  Privacy. 

OGC  accomplishes  its  mission  through  a  structure  of  specialized  headquarters  divisions  and  ten 
regional  offices.  The  headquarters  divisions  (e.g.,  General  Law;  Ethics)1  are  structured  to  have 
principal  responsibility  for  providing  policy  guidance,  direction  and  advice  to  the  Department's 
major  programs,  while  the  regional  offices  are  responsible  for  providing  the  full  range  of  legal 
services  to  the  Department's  field  operations. 

Following  are  OGC's  planned  FY  2004  accomplishments,  listed  by  major  activity. 

Administration  for  Children  and  Families  (ACF) 

Child  Support  (State  and  Tribal)  The  child 
support  enforcement  (CSE)  program  is  a 
Federal/  State/tribal/local  partnership  to 
collect  child  support.  The  goal  of  the  child 
support  enforcement  program  is  to  increase 
parental  involvement  and  financial  support  of 
non-custodial  parents  in  the  lives  of  their 
children  and  increase  the  economic 
independence  of  low  income  families  by 
locating  non-custodial  parents;  establishing 
paternity,  establishing,  modifying,  and 
enforcing  child  support  orders;  and  collecting 
and  distributing  child  support  payments.  The 
Tribal  child  support  program  enhances  Indian 
self-governance  by  enabling  tribal  governments  to  receive  direct  Federal  funding  for  the 
operation  of  comprehensive  child  support  enforcement  programs.  In  FY  2004,  OGC  will 
provide  legal  advice  and  counsel  to  the  program  on  issues  related  to  promulgation  of  final  Tribal 
CSE  program  regulations;  review  of  an  estimated  10-20  new  applications  for  funding;  legal 
review  and  evaluation  of  Tribal  plan  amendments;  and  oversight  and  monitoring  of  Tribal  child 


1  OGC  attorneys  in  the  Civil  Rights  Division  (CRD)  and  Food  and  Drug  Division  (FDD)  report  to  the 
General  Counsel  for  legal  matters;  however,  their  funding  is  provided  by  the  Office  for  Civil  Rights  and  the  Food 
and  Drug  Administration,  respectively.  Accordingly,  any  increase  in  CRD  or  FDD  legal  work  resulting  from 
increases  in  OCR  or  FDA  program  activity  shall  be  funded  by  OCR  or  FDA. 


Adminsitration  on  Children  and  Families 


FY  2001  FY  2002  FY  2003  FY  2004 
Qj    Regions  3  Headquarters 
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support  programs.  OGC  expects  new  litigation  involving  defense  of  disapproval  actions  and 
disallowances. 

In  addition,  OGC  expects  additional  work  because  five  States  have  not  implemented  certified 
automated  data  processing  systems  as  required.  OGC  expects  some  to  either  seek  hearings  to 
contest  the  findings  of  certification  reviews  or  the  issuance  of  notices  of  intent  to  disapprove  the 
State  plan.  It  is  also  expected  that  they  may  seek  judicial  review  in  addition  to  or  concurrent 
with  any  administrative  review  they  may  seek.  States  lose  incentive  funds  if  they  fail  to  submit 
reliable  data  for  each  of  five  performance  areas  as  determined  by  annual  data  reliability  audits. 
OGC  expects  that  some  States  will  seek  judicial  review  to  contest  the  finding  of  unreliability. 
States  are  also  subject  to  financial  penalties  against  their  TANF  grants  if  their  CSE  programs  are 
not  in  substantial  compliance  with  program  requirements;  they  fail  to  meet  performance 
standards  or  they  fail  to  submit  complete  and  reliable  data  and  the  State  does  not  correct  the 
deficiency  after  an  automatic  one  year  corrective  action  period.  OGC  expects  that  States  may 
appeal  any  penalty  finding  for  FY  2002  both  administratively  and  judicially. 

Finally,  the  TANF  Reauthorization  proposals  include  a  number  of  proposed  child  support 
changes  covering  distribution  of  support  payments  and  other  requirements  with  effective  dates  in 
FY  2004.  New  regulations  and  implementing  guidance  will  be  necessary.  New  regulations  on 
safeguarding  of  information  and  confidentiality  will  also  be  in  development.  OGC  also  expects 
continuing  litigation  involving  the  denial  of  passports  to  persons  with  support  arrearages  if  the 
threshold  amount  is  lowered  to  $2,500. 

Head  Start  and  Early  Head  Start  Programs  Head  Start  provides  comprehensive  child 
development  services  primarily  to  children  of  low-income  families  from  birth  through  the  age  of 
mandatory  school  attendance  through  Head  Start  and  Early  Head  Start  programs  operated  by  a 
network  of  approximately  1,500  local  public  and  private  agencies.  In  FY  2004,  OGC  will 
provide  assistance  to  the  program  by  advising  on  development  of  regulations  and  legal  issues 
raised  by  applications  for  funding  to  purchase,  construct  and  make  major  renovation  to  Head 
Start  facilities;  as  well  as,  representing  the  program  in  litigation  related  to  termination  of  poorly 
performing  grantees  and  appeals  of  disallowances.  OGC  also  anticipates  that  it  will  provide 
advice  on  issues  related  to  the  requirements  for  the  Early  Literacy  initiative,  particularly  on  the 
development  and  implementation  of  regulations  relating  to  required  grantee  activities,  and 
implementation  through  the  Head  Start  program  of  other  broad  program  themes  being  promoted 
by  ACF,  such  as  the  Marriage  initiative.  These  efforts  will  enhance  the  agency's  efforts  to 
ensure  that  children  are  ready  to  learn  and  will  facilitate  its  efforts  to  enhance  the  quality  of  life 
for  persons  with  disabilities,  since  up  to  ten  percent  of  Head  Start  slots  are  available  for  eligible 
children  with  disabilities. 

Temporary  Assistance  For  Needy  Families  (State  and  Tribal)  The  TANF  program  provides 
benefits,  limited  to  a  maximum  of  five  years,  to  needy  families  in  exchange  for  participation  in 
work-related  activities.  The  program,  which  expired  at  the  end  of  FY  2002,  has  been  continued 
through  a  series  of  temporary  legislative  extensions  and  is  expected  to  be  reauthorized.  The 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  58 


161 


 General  Departmental  Management  

program  strengthens  American  families  and  promotes  individual  self-sufficiency  by  assisting 
needy  families  with  children  to  prepare  for,  obtain,  and  retain  employment;  providing  supportive 
services  to  prevent  out-of-wedlock  pregnancies;  providing  assistance  in  keeping  families 
together;  and  decreasing  the  poverty  rate  of  elderly  caretakers  of  needy  children.  The  TANF 
program  enhances  Indian  self-governance  by  authorizing  Tribes  to  determine  which 
services/benefits  to  provide  and  whom  to  serve.  In  FY  2004,  OGC  will  provide  legal  advice  and 
counsel  to  the  program  on  issues  related  to  legal  review  and  evaluation  of  TANF  plans,  review 
of  TANF  penalty  decisions  for  misuse  of  funds,  defense  of  penalty  appeals,  defense  of  TANF 
plan  disapprovals,  and  integration  of  TANF  program  funds  into  consolidated  Indian 
Employment,  Training  and  Related  Services  Demonstration  projects  as  well  as  with  other 
programs  intended  to  promote  individual  self-sufficiency. 

General  Law 

E-Grants  Project  HHS,  the  major  grant-making  agency  in  the  Federal  Government,  is  the 
managing  partner  and,  along  with  10  other  Federal  agency  partners,  has  become  involved 

recently  in  a  Government-wide  E-Grants  Project, 
intended  to  improve  and  expand  the  use  of 
electronic  grants  system  for  Federal  agencies. 
Because  of  OGC's  role  as  legal  advisor  to  the 
Department  on  grants  administration  issues,  the 
Office  of  the  Assistant  Secretary  for 
Administration  and  Management  (ASAM)  asked 
OGC  to  assign  dedicated  legal  resources  to  work 
closely  with  ASAM  on  this  project. 

Acquisition  of  the  National  Institutes  of 
Health  (NIH)  Clinical  Research  Information 
System  NIH  has  very  recently  begun  conducting 
a  series  of  acquisitions  for  a  new  Clinical 
Research  Information  System  (CRIS),  which  is 
intended  to  modernize  the  systems  support  for 
clinical  care  and  collection  of  research  data  for  intramural  research  programs  to  be  used  in  the 
new  Mark  O.  Hatfield  Clinical  Research  Center  (Clinical  Center),  still  under  construction  and 
anticipated  to  be  completed  sometime  in  2004.  Given  the  critical  importance  of  this  new  system 
to  NIH's  intramural  research  and  the  anticipated  significant  investment  in  it  of  both  money  and 
human  resources,  the  final  amounts  of  which  are  presently  unknown,  the  NIH  procurement  and 
program  staffs  involved  in  this  project  recently  asked  OGC  to  provide  legal  advice  to  them  on 
every  step  of  the  several  procurements  which  will  be  involved  in  CRIS. 

Health  Centers  (HC)  OGC  projects  continued  significant  growth  in  the  administrative  tort  and 
tort  litigation  areas  for  HCs.  The  President's  Budget  for  FY  2003  builds  on  his  initiative  to 
create  1,200  new  and  expanded  HC  sites  by  2006,  to  serve  an  additional  6.1  million  patients;  he 
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proposed  to  add  170  new  and  expanded  sites  in  FY  2003,  and  230  additional  new  and  expanded 
sites  in  FY  2004.  This  increase  in  the  number  of  sites  may  result  in  an  increase  in  the 
administrative  claims  and  litigation  handled  by  the  General  Law  Division. 

Strategic  Human  Capital  Management  To  improve  EEO  Compliance,  OGC  represents 
Regional  Office  agencies  and  the  Centers  for  Disease  Control  and  Prevention  (CDC)  in  a  large 
number  of  EEO  cases  before  the  Equal  Employment  Opportunity  Commission  (EEOC)  and 
Federal  Courts.  CDC  and  various  of  its  components  have  been  increasing  their  requests  for  legal 
services  in  the  labor  relations  and  collective  bargaining  areas.  The  number  of  requests  for 
representation  in  arbitrations  arising  from  collective  bargaining  requests  though  small  when 
compared  to  other  personnel  litigation  at  CDC  nevertheless  continues  to  grow.  Personnel  and 
Equal  Employment  Opportunity  (EEO)  cases  for  the  FDA  in  the  Department's  regions  also  have 
been  increasing  because  of  referrals  from  their  Regional  and  District  Offices.  Both  FDA  cases 
and  the  EEO  cases  that  OGC  handles  for  the  Indian  Health  Service  (IHS)  often  require  travel 
outside  the  regional  area,  which  adds  substantially  to  the  time  required  in  defending  the  case. 
Handling  these  cases  effectively  and  expeditiously  is  critical  to  these  mission-driven  health 
agencies  because  unresolved  disputes  in  these  areas  adversely  impact  morale  and  demand  the 
time  and  attention  of  management  and  the  involved  employees  that  are  more  productively 
devoted  to  the  mission  of  the  agency. 

Indian  Health  Service  A  growing  area  of  law  is  in  EHS,  not  just  health-related  law.  For 
instance,  OGC  provided  legal  advice  and  assistance  to  the  Contracting  Office  of  the  IHS  Area 
Office  in  Nashville  on  various  issues  related  to  the  Federal  Acquisition  Regulations.  This  has 
included  big  and  small  issues,  from  advising  on  problems  with  copier  contracts  to  multi-million 
dollar  construction  litigation. 

Employee  Relations  Cases  Virtually  every  HHS  component  with  a  Regional  presence  (e.g., 
FDA,  CMS,  OCR,  ACF,  IHS,  OPHS)  increasingly  seeks  OGC's  assistance  with  employee 
relations  matters.  These  clients  seek  either  informal  assistance  (through  legal  advice,  counseling 
and  mediation  services)  and/or  legal  representation  in  administrative  and  judicial  litigation.More 
and  more  regional  managers  are  turning  to  OGC  to  provide  needed  hands-on  advice  and  counsel 
regarding  personnel  problems.  Since  labor  relations  matters  are  among  the  most  sensitive,  time- 
consuming  and  mentally-taxing  of  ail  matters  for  most  managers,  OGC's  assistance  not  only 
helps  ensure  compliance.with  employment  laws  and  applicable  collective  bargaining  agreements 
but  also  helps  managers  to  better  deal  with  employee  issues;  to  resolve  these  issues  promptly  and 
effectively  for  the  efficiency  of  the  Federal  service;  and  to  get  back  more  quickly  to  their 
substantive  missions,  thus  ultimately  supporting  "One  HHS"  Management  Goal  1  (Results- 
Oriented  Management). 

Ethics 

Consolidating  Administrative  Functions  In  order  to  establish  "One  HHS"  and  attain  the 
management  objective  of  consolidating  administrative  functions  -  as  well  as  to  exert  more 
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control  over  policy  development  and  ensure  consistent  Departmental  positions  on  a  number  of 
controversial  issues  -  the  Secretary  has  created  or  reconstituted  several  advisory  committees  and 
located  them  administratively  within  the  Office  of  the  Secretary.  This  has  resulted  in  an 
additional  level  of  activity  for  OGC's  Ethics  Division.  Because  of  the  high  profile  nature  of  the 
issues  presented  to  these  committees,  and  the  potential  that  ethics  conflicts  may  be  used  to  derail 
committee  deliberations,  the  Ethics  Division  recently  has  had  to  assume  primary,  if  not  sole, 
responsibility  for  providing  ethics  support  to  the  Executive  Directors,  Designated  Federal 
Officials,  and  individual  members  often  advisory  bodies. 

Ethics  Program  The  Departmental  Ethics  Program  resides  within  OGC  which  is  tasked  with 
developing  training  materials,  publishing  brochures,  or  traveling  to  do  training  sessions. 


OGC  has  undertaken  efforts  to  further  the 
"Electronic  Government"  objectives  outlined 
in  the  President's  Management  Agenda,  by 
pursuing  the  development  of  an  HHS  ethics 
website  and  automated  tracking  systems. 
OGC  plans  to  incorporate  these  two  systems 
in  its  Law  Department  Enterprise 
Management  System. 

Regional  Ethics  Support  OGC  also 
provides  ethics  advice  for  the  Secretary's 
Regional  Director  and  other  Regional  Office 
managers  and  employees  and  coordinate  and 
participate  in  all  Regional  Office  ethics 
training  activities. 
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Centers  for  Medicare  and  Medicaid  Services  (CMS) 


OGC  expects  to  aid  in  achieving  the  Secretary's  goals  of  increasing  access  to  health  care, 
enhancing  health  care  quality  and  treatment,  enhancing  the  quality  of  life  for  elder  Americans, 
and  enhancing  the  quality  of  life  for  persons  with  disabilities.  In  his  February  28,  2002 
statement  before  the  House  Budget  Committee,  the  Secretary  also  stated  his  desire  to  strengthen 
the  Medicare  program  by,  for  example,  increasing  access  to  prescription  drugs,  protecting 
against  fraud  and  abuse,  stabilizing  the  Medicare+Choice  program  and  updating  regulations  and 
administrative  procedures.  OGC  expects  to  be  significantly  involved  in  providing  legal  counsel 
and  advice  on  all  of  these  activities. 
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In  addition  to  its  workload  connected  with  Secretarial  initiatives,  OGC  expects  to  see  the 
workload  grow  from  annual  major  amendments  to  Medicare,  Medicaid  and  SCHIP.  In  every 
year  but  one  since  1 999,  Congress  has  passed  and  the  President  has  signed  legislation  making 
substantial  changes  to  CMS's  programs.  Much  of  that  legislation  has  resulted  in  significant  new 
work.  OGC  has  written  innumerable  legal  opinions,  assisted  in  the  promulgation  of  scores  of 
regulations  and  defended  against  challenges  to  a  number  of  the  policy  choices  made. 

Improving  Access  to  Prescription  Drugs  The  Secretary  and  the  President  have  made 
improving  access  to  prescription  drugs  one  of  their  primary  goals.  OGC  will  be  called  upon  to 
provide  substantial  assistance  in  reaching  this  goal.  For  example,  as  the  Department  continues  to 
search  for  original  ways  to  provide  access  to  prescription  drugs  to  Medicare,  Medicaid  and  State 
Children's  Health  Insurance  Program  (SCHEP)  beneficiaries,  OGC  will  provide  substantial  legal 
advice  and  litigation  support  for  such  initiatives. 

Other  ways  in  which  OGC  will  aid  in  improving  access  to  prescription  drugs  include  continuing 
to  defend  litigation  challenging  State  demonstration  projects  designed  to  extend  prescription 
drug  benefits  to  elderly  and  low-income  residents,  often  by  extending  pharmaceutical 
manufacturers'  obligations  to  pay  drug  rebates  under  the  Medicaid  Act  to  drugs  purchased  by 
expansion  populations  in  the  demonstrations.  OGC  is  currently  defending  litigation  associated 
with  a  Maine  demonstration  in  the  DC  Circuit.  A  number  of  other  States  have  pending 
demonstration  project  proposals  that  CMS  anticipates  may  ultimately  be  approved,  and  litigation 
regarding  such  approvals  is  expected  to  extend  into  FY  2004. 
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Improve  Health  Outcomes  OGC  quality  of  care  cases  involving  nursing  homes  enhance  the 
lives  and  health  of  the  residents  in  such 
facilities.  These  cases  enforce  provider 
compliance  with  Medicare  and  Medicaid 
conditions  of  participation  geared  towards 
assuring  basic  standards  of  quality  in  the  care 
and  treatment  of  nursing  home  residents. 
"Immediate  jeopardy"  cases  in  particular 
involve  prompt  intervention  to  prevent  further 
serious  harm,  injury  or  even  death  to  nursing 
home  patients.  Through  OGC's  continued 
support  of  CMS  efforts  to  ensure  quality 
nursing  home  care,  OGC  helps  protect 
residents  in  those  facilities  and  improve  their 
lives.  Consistent  with  its  current  work  load, 
OGC  anticipates  that  a  substantial  portion  of  its 
work  in  FY  2004  will  focus  on  the  quality  of 

care  in  nursing  homes.  Through  successful  defense  of  penalties  imposed  on  these  facilities, 
OGC  reinforces  the  requirement  that  the  elderly  be  provided  safe,  appropriate  care  in  nursing 
homes.  Workload  data  shows  that  CMS  will  continue  to  use  the  additional  resources  dedicated 
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to  its  program  to  improve  the  quality  of  care  provided  in  the  nation's  nursing  homes  more  often 
and  more  vigorously,  and  that  its  need  for  OGC's  legal  support  will  increase  accordingly. 

Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996  (PRWORA) 

OGC  will  assist  CMS  in  applying  PRWORA,  which  enacted  restrictions  on  providing  Federal 
public  benefits  to  non-qualified  aliens.  PRWORA  also  contained  a  5-year  ban  on  providing 
certain  Federal  public  benefits  to  "qualified  aliens"  and  mandated  deeming  of  income  and 
resources  of  an  alien's  sponsor  and  the  sponsor's  spouse  to  the  alien  in  determining  the  alien's 
eligibility  for  benefits.  With  the  expiration  of  the  5-year  period,  deeming  issues  have  now 
become  more  important.  The  application  of  the  deeming  requirements  to  the  SCHIP  program 
(which  was  enacted  after  PRWORA),  has  also  raised  issues  which  this  office  will  need  to 
address.  OGC  anticipates  more  work  for  its  offices  (not  only  CMS  Division,  but  also,  the 
regional  offices  and  Children  Family  and  Aging  Division)  on  these  issues  as  States  begin  to 
implement  the  deeming  rules.  Should  Congress  make  changes  in  the  restrictions  on  benefits  for 
aliens,  as  some  members  have  proposed,  OGC  will  need  to  advise  CMS  and  ACF  on  how  to 
handle  these  changes. 


Legislative  Services 


Government-wide  Initiative  -  Faith-based  and  Community  Initiative  From  the  beginning  of 
this  Administration,  matters  related  to  the  faith-based  and  community  initiative  (FBCI)  have 
accounted  for  a  substantial  share  of  OGC's  Legislation  (GCL)  Division's  workload.  OGC 
expects  to  continue  to  be  involved  in  FBCI-related  matters. 


Strengthen  American  Families  and  Promote  Individual  Self-sufficiency  -  Welfare  Reform 

GCL  remains  a  key  player  in  the  ongoing  work  to  reauthorize  and  amend  the  Temporary 
Assistance  for  Needy  Families  (TANF)  program,  together  with  child  support  enforcement 
(CSE),  child  care,  and  other  "welfare  reform"  programs.  GCL  continues  to  be  heavily  engaged 
in  assisting  HHS  policy  and  program  offices  in  negotiations  with  the  concerned  Committees. 
TANF  and  the  "mandatory"  funding  for  child  care  expired  at  the  end  of  FY  2002  and  is  expected 
to  be  reauthorized.  GCL  assistance  has  been  needed  to  attain  a  series  of  temporary  legislative 
extensions. 


Medicare  prescription  (RX)  Drug  Benefits 

GCL  has  drafted  two  bills  to  implement 
Presidential  proposals  to  enhance  prescription 
drug  coverage  for  Medicare  beneficiaries:  the 
"Immediate  Helping  Hand"  interim  coverage 
proposal,  and  a  bill  to  clarify  authority  for  the 
RX  drug  discount  card  program.  OGC  will 
provide  further  legislative  drafting  assistance 
as  needed. 


Legislative  Services 
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National  Health  Service  Corps  (NHSC)  and  Health  Centers  (HC)  GCL  draft  bills  were 
incorporated  into  various  bills  pending  in  Congress  to  improve  and  ensure  access  to  health  care, 
including  bills  to  reauthorize  and  improve  the  NHSC  and  HC  programs.  GCL  continues  to  assist 
the  Assistant  Secretary  for  Legislation  and  other  HHS  staff  in  negotiations  with  the  Congress  on 
these  bills.  OGC  will  provide  assistance  (including  drafting  of  authorizing  or  appropriations 
legislation)  to  advance  the  President's  initiative  to  expand  the  HC  network,  as  well  as  to  resolve 
the  ongoing  problems  with  the  HC  tort  claims  judgment  fund. 

Preparedness  GCL  will  continue  to  play  a  key  role  in  drafting  bioterrorism-related  legislation, 
and  in  assuring  the  accuracy  of  HHS  and  other  Executive  Branch  oversight  testimony/  other 

public  statements  on  chemical,  biological, 
nuclear,  and  other  terrorist  threats. 


Public  Health  Services 


Health  Resources  and  Services 
Administration  OGC  will  assist  HRSA  as  it 
increases  the  number  of  Health  Center  sites  to 
strengthen  the  health  care  safety  net  for  those 
most  in  need,  including  programs  to  promote 
comprehensive  care  through  integrated  State 
health  care  delivery  systems  for  women  and 
children;  and  assist  HRSA  in  expanding  the 
Nurse  Education  Loan  Repayment  program  to 
help  address  the  national  shortage  of  nurses. 
Funding  for  this  program  has  increased  substantially  since  FY  2000. 

Substance  Abuse  and  Mental  Health  Services  Administration  OGC  will  assist  SAMHSA  in 
implementing  its  two  new  charitable  choice  laws  which  provide,  among  other  things,  that 
religious  organizations,  on  the  same  basis  as  any  other  organization,  may  receive  financial 
assistance  under  substance  abuse  programs  administered  by  SAMHSA. 

OGC  will  also  assist  SAMHSA  in  amending  the  Mandatory  Guidelines  for  Federal  Workplace 
Drug  Testing  Programs  so  as  to  establish  standards  for  determining  the  validity  of  urine 
specimens  collected  from  Federal  employees;  and  assist  SAMHSA  in  implementing  a  new 
emergency  response  grant  program  authorized  by  section  501(m)  of  the  PHS  Act  and  its  new 
implementing  regulations  to  fund  activities  relating  to  mental  health  and/or  substance  abuse 
emergencies. 

Indian  Health  Service  OGC  will  assist  IHS  in  implementing  the  Indian  Health  Care 
Improvement  Act  that  is  due  for  re-authorization,  and  it  is  anticipated  that  this  will  result  in 
additional  legal  work.  Based  on  the  proposed  bills,  the  anticipated  re-authorization  is  expected 
to  include  major  changes  and  the  addition  of  several  new  programs  and  authorities  each  of  which 
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are  expected  to  generate  additional  requests  for  legal  advice  and  other  legal  support  services. 

Current  IHS  goals  and  initiatives  call  for  an  increase  in  the  number  of  interagency  agreements 
and  cooperative  agreements.  This  is  expected  to  generate  additional  legal  work  regarding  the 
negotiation,  drafting,  and  review  of  such  agreements  as  well  as  additional  requests  for  legal 
advice  regarding  the  administration  of  such  agreements. 

Centers  for  Disease  Control  and  Prevention  (CDC)  OGC  will  provide  advice  to  CDC  on 
bioterrorism-related  legal  matters,  including:  evaluation  of  smallpox  and  anthrax  State  planning 
documents;  negotiation  of  agreements  with  other  Departments  and  private  pharmaceutical 
companies  for  the  provision  and  storage  of  vaccines  and  vaccine  components. 

National  Institutes  of  Health  (NIH)  OGC  will  assist  NIH  in  its  efforts  to  reduce  deaths, 
incidence  and  impact  of  chronic  and  infectious  diseases;  expand  the  health  research  base; 
improve  detection  and  treatment  practices  for  diseases  and  disabilities;  and  rapidly  respond  to 
public  health  emergencies.  Further,  OGC  will  assist  NIH's  Office  of  Technology  Transfer  in 
more  aggressively  protecting  its  intellectual  property  licenses  against  infringement. 

Office  of  Research  Integrity  (ORI)  OGC  will  assist  ORI  in  developing  procedures  for 
addressing  institutional  whistle  blower  retaliation  claims  and  in  developing  protocols  to  assist 
institutions  in  conducting  scientific  misconduct  investigations. 

Other  Activities  OGC  will  work  with  the  Department  of  Justice  (DOJ)  on  United  States  v. 
Philip  Morris,  Inc.,  et  al.,  a  case  filed  by  the  government  in  the  District  Court  for  the  District  of 
Columbia,  in  which  the  Federal  Government  is  suing  several  tobacco  manufacturers  to  recover 
Federal  expenditures  associated  with  the  treatment  of  smoking-related  diseases.  Discovery  is 
underway,  and  the  PHS  agencies  involved  (including  CDC,  FDA,  NTH,  SAMHSA,  IHS  and 
AHRQ)  have  performed  extensive  review  of  current  and  old  files  to  identify,  categorize,  and 
produce  relevant  documents.  In  addition,  OGC  has  assisted  DOJ  with  preparing  Federal 
government  witnesses  for  depositions  and  at  trial. 

OGC  will  assist  the  National  Institute  for  Occupational  Safety  and  Health  (NIOSH),  the 
Department  of  Labor,  and  the  Department  of  Energy  in  implementing  the  compensation  system 
for  workers  who  were  exposed  to  hazardous  materials  while  working  in  the  Nation's  nuclear 
facilities,  including  nuclear  testing  and  weapons  manufacturing. 

OGC's  Cross-Cutting  Program  Initiatives 

Nursing  Home  Oversight  Improvement  (NHOI)  Program 

Since  its  introduction  as  part  of  the  FY  1999  budget,  the  NHOI  program  has  provided  funding  to 
States,  through  the  Medicare  and  Medicaid  programs,  to  conduct  on-site  inspections  of  nursing 
homes  which  participate  in  Medicare  and  Medicaid.  As  part  of  this  nationwide  effort,  OGC  - 
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working  with  both  CMS  and  the  Departmental  Appeals  Board  (DAB)  -  has  been  diligent  in 
increasing  the  number  of  sanctions  against  those  nursing  homes  that  are  found  to  be  in  violation 
of  health  and  safety  rules. 

NHOI  litigation  is  expected  to  continue  to  increase.  NHOI  case  receipts  for  new  matters 
increased  24  percent  from  FY  1 999  to  FY  2000,  exactly  in  line  with  forecasts.  Similarly,  though 
not  at  the  rate  expected,  there  was  an  increase  in  new  matters  in  FY  2001  of  14  percent  over 
FY  2000.  In  FY  2002,  OGC  did  not  experience  as  large  an  increase  in  matters  received  as  in 
FY  2001 .  Within  OGC's  FY  2002  receipts  was  a  larger-than-expected  increase  in  NHOI  hearing 
requests  before  the  DAB  (from  12  in  2001  to  30  in  2002),  contributing  to  the  overall  increase  in 
FY  2002  litigation  work. 

While  it  may  appear  that  OGC  is  experiencing  a  decline  in  the  receipt  of  new  matters,  in  reality 
many  of  the  new  matters  coming  before  OGC  are  more  complex  in  nature  than  previously.  Part 
of  this  phenomenon,  as  well  as  the  continued  upward  trend  in  litigation,  can  be  attributed  to  three 
recent  policy  changes  by  CMS: 

Allowing  "Double  G"  appeals,  when  an  enforcement  remedy  has  been  imposed 
immediately  after  two  consecutive  findings  of  actual  harm; 

•  Allowing  nurse  aide  training  appeals,  even  when  withdrawal  of  a  facility's  right  to 
conduct  nurse  aide  training  is  the  only  remedy  imposed  (previously,  such  appeals  were 
allowed  only  when  another  sanction,  such  as  a  CMP,  was  also  imposed);  and 

•  Allowing  "per-instance"  CMP  penalty  appeals. 

In  FY  2003  and  FY  2004,  OGC  will  continue  to  devote  extensive  resources  to  defending  the 
Secretary's  authority  to  terminate  noncompliant  nursing  home  providers,  absent  immediate 
jeopardy.  The  Secretary's  enforcement  of  the  requirements  of  participation  for  long-term  care 
providers,  using  the  current  survey  and  certification  protocols,  will  also  be  defended  as 
Constitutional  and  properly  promulgated  under  the  Administrative  Procedures  Act  (APA). 

Throughout  FY  2004,  OGC  will  also  continue  to  work  with  CMS,  OIG  and  DoJ  to  find  the  most 
productive  means  of  sharing  information  on  noncompliant  nursing  homes,  so  that  the 
enforcement  prerogatives  of  both  agencies  are  preserved,  and  settlements  initiated  by  DoJ  with 
individual  facilities  are  done  in  a  manner  consistent  with  CMS's  legal  requirements  and  policies. 

The  following  tables  illustrate  OGC's  NHOI  workload  history  and  projections,  showing  an 
upward  trend: 
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Annual  NHOI  Litigation  Work  by  Fiscal  Year1 

1999 

2000 

2001 

2002 

2003 

2004 

Court  Litigation 

87 

104 

109 

126 

146 

168 

Administrative  Litigation 

1,431 

1,761 

2,123 

2,261 

2,408 

2,564 

-  Subtotal  Litigation 

1,518 

1,865 

2,232 

2,387 

2,553 

2,732 

Legal  Advice 

47 

107 

72 

86 

102 

118 

Total 

1,565 

1,972 

2,304 

2,473 

2,655 

2,850 

New  Matters  Received  by  Fiscal  Year2 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

Court  Litigation 

7 

28 

15 

30 

32 

35 

39 

Administrative 
Litigation 

428 

588 

708 

807 

707 

778 

855 

Subtotal  Litigation 

435 

616 

723 

837 

739 

813 

894 

Legal  Advice 

364 

430 

586 

758 

691 

760 

836 

Total  New  Matters 

799 

1,046 

1,309 

1,595 

1,430 

1,573 

1,730 

Medical  Records  Privacy  Regulation 

The  Medical  Records  Privacy  Regulation  provides  uniform  protection  for  all  Americans  of 
personal  health  information  created  by  health  care  providers,  health  plans,  and  health  care 
clearinghouses.  The  new  standards  include:  limiting  the  non-consensual  use  and  release  of 
private  health  information;  giving  patients  new  rights  to  access  their  medical  records  and  to 
know  who  else  has  accessed  them;  restricting  most  disclosure  of  health  information  to  the 
minimum  needed  for  the  intended  purpose;  and  establishing  new  requirements  for  access  to 
records  by  researchers  and  others.  Most  covered  entities  must  comply  with  the  regulation  by 
April  14,  2003;  small  health  plans  have  one  extra  year  to  comply. 


1  Using  legacy  data  OGC  has  been  able  to  determine  matters  worked  by  regional  staff.  OGC  revised  this 
chart  using  existing  data.  OGC  hopes  to  provide  like  information  for  its  headquarters  operations  by  calendar  year 
2004.  FYs  2002-2004  are  estimates,  based  upon  year-to-date  actuals  through  July  2002. 

2  FYs  2002-2004  are  estimates,  based  upon  year-to-date  actuals  through  August  2002. 
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OGC  will  continue  to  assist  CMS  and  the  HHS  Office  for  Civil  Rights  (OCR)  in  the 
promulgation  of  the  Privacy  Regulation,  as  well  as  eight  other  regulations  under  the  Health 
Insurance  Portability  and  Accountability  Act  of  1996  (HIPAA).  Based  on  the  provisions  of 
HIPPA,  OGC  will  provide  legal  interpretations  of  the  privacy  provisions  of  HIPAA  and 
implement  regulations  that  can  be  used,  in  coordination  with  OCR,  in  the  development  of 
internal  legal  opinions,  exception  determinations,  compliance  guidelines,  technical  assistance 
resources,  and  consumer  education  tools.-In  addition,  OGC  will  also  perform  the  following 
duties: 

•  Assist  DoJ  in  defending  the  Privacy  Regulation; 

•  Provide  technical  assistance  to  ensure  compliance  with  the  regulations; 

•  Train  staff  regarding  the  enforcement  requirements  of  the  regulations; 

Provide  assistance  in  the  development  and  review  of  confirming  regulations  and 
guidance  documents.  There  are  currently  eight  related  regulations  that  are  in  various 
stages  of  developments;  and, 

•  Provide  client  support  for  outreach  and  education  functions  with  the  public  and  special 
interest  groups. 

OGC's  Legal  Services  Management  Priorities 

Legal  Department  Enterprise  Management  System  (EMS1  OGC's  ability  to  track  little  more 
than  half  its  workload  (regional  chief  counsel  and  limited  division  information)  requires  OGC  to 
use  emerging  technologies  to  implement  decision  management  tools  to  more  effectively  track 
workload,  time,  and  the  general  distribution  of  resources  across  OGC.  OGC  proposes  to  develop 
a  Legal  Resource  Management  Unit  within  existing  staffing  levels  which  will  work  with 
managers  and  practice  group  leaders  to  review  existing  and  emerging  workloads;  prepare  the 
OGC  strategic  plan  establishing  goals  and  objectives  to  support  the  legal  needs  of  the 
Department,  as  well  as  the  Secretary's  management  priorities  and  the  President's  Management 
Initiatives;  provide  managers  and  practice  group  leaders  with  data  to  determine  the  volume, 
timeliness,  and  quality  of  legal  advice  being  provided  to  OGC  clients;  and  recommend  the 
deployment  of  work  and  resources  across  OGC  which  will  allow  OGC  the  flexibility  of  adjusting 
to  changing  workload  demands. 

In  developing  an  EMS,  OGC  devised  a  strategic  plan  and  followed  the  enterprise  infrastructure 
management  guidance  developed  for  the  Department.  In  Phase  I,  an  OGC  Technology  Study 
committee,  assisted  by  a  contractor,  reviewed  the  IT  needs  of  the  office.  OGC  continued  with 
Phase  II  in  FY  2002  by  identifying  three  vendors  whose  off  the  shelf  systems  would  provide 
OGC  a  system  requiring  little  modification,  and  developed  a  statement  of  work.  OGC  plans  to 
implement  an  office-wide  deployment  of  the  time  and  matter  tracking  system  during  Phase  ID  in 
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FY  2003  with  full  implementation  by  January  2004. 

Workforce  and  Succession  Planning,  and  Staff  Recruitment  and  Development.  OGC 
experienced  a  substantial  number  of  retirements  when  early  outs  and  buyouts  were  offered  to 
OGC  employees  in  the  mid-1990s.  OGC's  next  retirement  bulge  is  approximately  four  years 
away.  Formal  workforce  and  succession  planning  exercises  will  provide  needed  information 
regarding  the  skills  that  OGC  should  develop  within  its  workforce,  such  as  counselors,  litigators, 
regulation  writers  and  managers.  OGC  will  work  with  its  clients  to  better  understand  the  skill 
sets  that  the  new,  emerging  workforce  requires.  OGC  will  establish  staff  development  (e.g.,  core 
competencies)  requirements  to  support  the  changing  legal  needs  of  the  Department.  Staff 
development  includes  formal  and  informal  training,  annual  management/leadership  meetings 
(spring  and  fall),  new  attorney  orientation  training,  conferences  to  better  understand  the  demands 
of  emerging  administration  initiatives,  and  trial  advocacy  training  sessions. 

Due  to  a  government-wide  problem  in  recruiting  and  retaining  legal  staff  in  a  highly  competitive 
legal  market,  OGC  developed  a  strategic  recruitment  plan  in  FY  2001  that  entails  attending 
public  service  forums  early  and  on  a  regular  basis;  visiting  law  schools  nationwide;  maintaining 
current  resumes  on  file  of  potential  candidates;  keeping  in  contact  with  prospective  candidates; 
sending  out  Vacancy  Announcements  to  law  schools,  bar  associations  (including  minority  bar 
associations)  and  relevant  not-for-profit  organizations;  developing  a  Law  School  Intern  Program; 
considering  financial  incentive  and  retention  awards;  and  using  term  attorneys  for  certain  aspects 
of  legal  work. 

Contract  Paralegal  Pilot  Project.  OGC  was  one  of  the  first  Federal  agencies  to  hire  paralegals 
(GS-950  job  series)  after  that  job  series  was  created.  OGC  intends  to  increase  its  use  of 
paralegals,  which  will  increase  attorney  productivity  at  lower  salaries,  and  proposes  to  explore 
the  usefulness  of  paralegals  in  other  areas  of  its  operations.  To  this  end,  OGC  developed  a  small 
test  pilot  in  FY  2001  to  use  five  contract  paralegals  in  three  headquarter  divisions  and  to  monitor 
their  performance  and  the  performance  of  career  paralegals  in  other  offices.  The  offices  are 
reporting  considerable  success  and  efficiency  in  utilizing  paralegals  for  legal  research,  review, 
and  litigation  support  activities.  This  cost  effective  way  of  increasing  OGC  attorneys'  ability  to 
professionally  handle  the  increasing  litigation  workloads  and  more  complex  legal  matters  could 
be  expanded  by  increasing  the  number  of  paralegals. 

Expand  Practice  Area  Workgroups.  In  order  to  help  the  client  agencies  improve  and  strengthen 
program  guidance,  these  groups  will  develop  recommendations  for  policy  and  regulatory 
amendments.  OGC  completed  major  national  training  conferences  for  the  existing  practice  area 
groups:  Bankruptcy,  Nursing  Home  Oversight  Improvement  Program,  Medicare  Secondary 
Payer  (MSP)  litigation,  HIPAA  Administrative  Simplification,  and  the  Faith  Based  Initiative. 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  OGC  is  $39,412,000,  a  net  increase  of  $144,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  70 


173 


General  Departmental  Management 


OFFICE  OF  THE  GENERAL  COUNSEL 
Program  Impact  Data1 


OGC  Office/Client 

FY  2002 

FY  2003 

FY  2004 

Matters 

FTE 

Matters 

FTE 

Matters 

FTE 

Administration  for  Children  and 
Families/  Administration  on  Aging 

3,584 

25 

3,646 

25 

3,678 

24 

General  Law 

18,251 

81 

18,822 

81 

19,153 

81 

Ethics 

7,572 

8 

7,942 

8 

8,042 

8 

Centers  for  Medicare  & 
Medicaid  Services 

16,956 

69 

17,316 

66 

17,697 

66 

NHOI  Program 

2,332 

57 

3,655 

57 

4,836 

57 

HCFAC 

6,949 

34 

7,244 

34 

7,519 

34 

-  Subtotal  CMS 

26,237 

160 

28,215 

157 

30,052 

157 

Legislative  Services 

1,180 

8 

1,180 

8 

1,180 

8 

Public  Health  Service 

43,534 

48 

44,693 

48 

45,501 

47 

Immediate  Office 

17 

17 

17 

-  Total 

100,358 

347 

104,498 

344 

107,606 

342 

The  numbers  above  include  both  cases  and  items.  A  case  is  one  which  has  actually  been  filed,  or 
which  either  HHS  or  the  Department  of  Justice  is  preparing  to  file.  An  item  is  each  discrete 
request  for  legal  services,  including  formal  legal  opinions  as  well  as  internally  generated  items  of 
work,  conferences,  meetings,  and  informal  advice. 


'FY  2002  FTE  are  actual  usage;  other  FTE  are  projected. 
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DEPARTMENTAL  APPEALS  BOARD 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$8,079,000 
71 


$8,902,000 
75 


$8,935,000 
72 


+$33,000 
-3 


Purpose  and  Method  of  Operations 

The  Departmental  Appeals  Board  (DAB)  provides  impartial,  independent  hearings  and  appellate 
review,  issuing  final  decisions  under  more  than  60  statutory  provisions  governing  HHS 
programs.  The  DAB  is  a  STAFFDrV  in  the  Office  of  the  Secretary,  but  most  of  its  functions  are 
mandated  by  statute.  Cases  are  initiated  by  outside  parties  who  disagree  with  a  determination 
made  by  an  HHS  agency  or  its  contractor;  outside  parties  include  States,  universities,  Head  Start 
grantees,  nursing  homes,  clinical  laboratories,  doctors,  and  Medicare  beneficiaries. 

Disputes  heard  by  the  DAB  may  involve  over  $  1  billion  in  Federal  funds  in  a  single  year.  DAB 
decisions  have  national  impact,  ensuring  consistency  on  issues  affecting  States,  universities,  and 
non-profit  organizations  receiving  grants,  as  well  as  Medicare  providers  and  beneficiaries.  In 
addition,  DAB  decisions  about  certain  cost  allocation  issues  in  grant  programs  have  government- 
wide  impact  since  HHS  is  the  "cognizant  agency"  whose  decisions  bind  other  Federal  agencies. 

The  DAB  is  organized  into  three  Divisions  which  support  DAB  judges: 

•  the  Appellate  Division  supports  the  Board  Members  who  preside  in  various  types  of 
cases; 

•  the  Civil  Remedies  Division  supports  Administrative  Law  Judges  (ALJs)  who  conduct 
evidentiary  hearings;  and 

•  the  Medicare  Operations  Division  supports  Administrative  Appeals  Judges  (AAJs)  who 
review  decisions  by  Social  Security  Administration  (SSA)  ALJs. 

In  addition,  the  Alternative  Dispute  Resolution  Division  provides  mediation  services  in  DAB 
cases  and  promotes  use  of  dispute  resolution  methods  that  reduce  administrative  costs.  The 
functions  of  all  four  Divisions  are  described  in  more  detail  below. 

Appellate  Division  (Board  Members)  -  DAB  Board  Members  are  judges  with  extensive 
adjudication  experience  who,  acting  in  panels  of  three,  issue  decisions  with  the  support  of  the 
staff  attorneys  and  a  paralegal  in  the  Appellate  Division.  In  some  cases,  Board  Members 
conduct  de  novo  review,  including  holding  an  evidentiary  hearing  if  one  is  needed.  In  other 
cases,  Board  Members  provide  appellate-type  review  of  decisions  by  DAB  ALJs  or  other  ALJs. 
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Board  review  ensures  consistency  of  administrative  decisions,  as  well  as  adequacy  of  the  record 
and  legal  analysis  before  court  review.  For  example,  Board  decisions  in  grant  cases  promote 
uniform  application  of  OMB  cost  principles.  Board  decisions  also  provide  precedential  guidance 
to  DAB  ALJs  applying  ambiguous  or  complex  requirements  related  to  healthcare  quality  or 
fraud  and  abuse.  In  cases  involving  allegations  of  research  misconduct,  scientists  may  serve  on  a 
panel  with  Board  Members  to  assist  in  resolving  scientific  issues.  Although  these  cases  are  not 
numerous,  they  are  resource-intensive. 

In  addition,  Section  522  of  the  Medicare,  Medicaid,  and  SCHEP  Benefits  Improvement  and 
Protection  Act  of  2000  (BIPA)  mandates  that  the  DAB: 

Review  Medicare  National  Coverage  Determinations  (NCDs)  upon  the  filing  of  a 
complaint  by  an  aggrieved  party;  and 

•        Review  SSA  ALJ  decisions  regarding  Medicare  Local  Coverage  Determinations  (LCDs). 

Board  Members  will  preside  in  these  cases.  Section  522  went  into  effect  on  October  1,  2001,  but 
HHS  delayed  full  implementation  pending  final  procedural  regulations.  (HHS  has  said  in  court 
and  to  Congress  that  the  publication  date  will  be  no  later  than  October  1,  2003.) 

Civil  Remedies  Division  (ALJs)  -  DAB  ALJs  are  supported  by  attorneys  and  paralegals  in  the 
Civil  Remedies  Division.  These  ALJs  conduct  adversarial  hearings  in  proceedings  that  are 
critical  to  HHS  healthcare  program  integrity  efforts,  as  well  as  quality-of-care  concerns. 
Hearings  in  these  cases  may  last  up  to  a  week  and  involve  complex  clinical  issues  (e.g.,  license 
revocations  under  the  Clinical  Laboratory  Improvement  Amendments;  patient  dumping  cases 
under  the  Emergency  Medical  Treatment  and  Labor  Act).  The  Medicare  statute  requires  an  ALJ 
hearing  in  these  cases.  They  may  also  raise  legal  issues  of  first  impression. 

This  caseload  has  increased  dramatically  in  the  last  six  years,  primarily  due  to  hearing  requests 
by  nursing  homes.  An  estimated  1 .6  million  elderly  and  disabled  people  receive  care  in 
approximately  1 7,000  nursing  homes  across  the  country.  States  receive  Federal  funding  to 
conduct  surveys  of  nursing  homes  participating  in  Medicare  and  Medicaid,  CMS  has  been 
working  with  States  to  improve  surveys  and  to  crack  down  on  poor  performing  facilities.  CMS 
also  expanded  appeal  rights.  As  a  result  of  these  changes,  hearing  requests  per  year  from 
nursing  homes  rose  from  30  in  FY  1995  to  over  800  in  FY  2002.  Enforcement  efforts  for  other 
types  of  providers,  such  as  clinical  laboratories,  are  also  generating  more  cases. 

Beginning  in  FY  2003,  DAB  ALJs  will  also  receive  civil  money  penalty  cases  for  failure  to 
comply  with  the  medical  records  privacy  requirements  recently  issued  under  the  Health 
Insurance  Portability  and  Accountability  Act  (HIPAA). 

Medicare  Operations  Division  (AAJs)  -  With  support  from  Medicare  Operations  Division 
(MOD)  attorneys  and  analysts,  these  Judges  comprise  the  Medicare  Appeals  Council,  which 
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reviews  decisions  by  SSA  ALJs  in  cases  involving  Medicare  entitlement,  coverage,  and  payment 
issues. 

MOD  has  increased  both  the  quality  and  rate  of  case  dispositions  (from  1,000  up  to  9,000  per 
year),  with  no  increase  in  permanent  staff  until  a  few  positions  were  added  in  FY  2002,  including 
two  additional  AAJs.  Productivity  gains  have  not  all  translated  into  reduction  of  backlog, 
however,  since  the  caseload  has  increased  from  roughly  1,000  cases  received  in  FY  1995  to 
9,129  cases  received  in  FY  2002  (a  rate  of  roughly  20  percent  per  year).  There  are  more  aged 
and  disabled  Medicare  beneficiaries  overall,  as  well  as  more  claims  per  individual.  Providers 
and  suppliers  more  frequently  contest  results  of  pre-  and  post-payment  audits,  as  well  as  routine 
claims  denials. 

The  provisions  of  BIPA  are  likely  to  substantially  increase  both  the  numbers  of  cases  and  the 
work  required  on  each  case.  However,  the  President's  Budget  includes  some  legislative 
proposals  to  mitigate  the  burden  on  DAB,  including  a  proposal  to  amend  BIPA  by  increasing  the 
decision-making  timeframe  for  DAB  Medicare  appeals. 

Medicare  Appeals  Council  review  is  important  to: 

•  Ensure  that  the  interpretations  applied  to  individual  claims  are  consistent  with  the  statute 
and  regulations; 

•  Protect  beneficiary  rights  often  overlooked  by  contractors  and  SSA  ALJs  focusing  on 
clinical  issues,  rather  than  due  process; 

•  Ensure  that  Medicare  requirements  (such  as  statutory  limits  on  scope  of  Medicare 
benefits)  are  applied  uniformly  nationwide; 

•  Ensure  that  the  administrative  record  is  complete  and  the  administrative  decision  is 
clearly  articulated,  before  court  review;  and 

Ensure  that  providers  are  held  to  standards  only  if  they  had  timely,  adequate  notice. 

Alternative  Dispute  Resolution  (ADR)  Division  -  Under  the  Administrative  Dispute  Resolution 
Act,  each  Federal  agency  must  appoint  a  dispute  resolution  specialist  and  must  engage  in  certain 
activities  to  resolve  disputes  by  informal  methods,  such  as  mediation,  that  are  alternatives  to 
adjudication  or  litigation.  The  DAB  Chair  is  the  Dispute  Resolution  Specialist  for  HHS  and 
oversees  ADR  activities  under  the  HHS  policy  issued  under  the  Act.  Staff  of  the  ADR  Division 
provide  mediation  services  in  cases  filed  with  DAB,  and  provide  or  arrange  for  mediation 
services  in  other  HHS  cases,  provide  training  and  information  on  ADR  techniques  (including 
negotiated  rule-making),  and  assist  HHS  program  agencies  in  establishing  ADR  systems. 

This  section  sets  out  what  each  DAB  Division  will  accomplish  in  FY  2003  and  plans  to 
accomplish  in  FY  2004.  It  also  describes  management  accomplishments,  including  how  the 
DAB  will  address  the  management  priorities  set  by  the  Secretary  and  OMB. 
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Board  Members  -  Appellate  Division 

In  FY  203  and  FY  2004,  the  Board  Chair  (the  DAB  head)  and  her  Deputy  will  continue  to  work 
on  management  and  administrative  activities  described  below,  as  well  as  activities  such  as  the 
following:  providing  training  on  management  and  other  areas,  responding  to  congressional 
requests  for  information,  interacting  with  outside  parties  on  process  improvements,  and 
coordinating  with  program  agencies  on  regulation  development  and  other  activities  affecting  the 
DAB. 

The  Board  Members  (including  the  Chair  and  her  Deputy),  acting  in  panels  of  three  with  the 
support  of  the  Appellate  Division,  will  accomplish  the  following  additional  tasks  in  FY  2003: 

•  Receive  1 60  new  cases,  docketing  and  processing  them  by:  setting  procedures 
appropriate  for  the  type  of  case  and  the  issues  raised,  ruling  on  motions,  reviewing  and 
analyzing  briefs  and  exhibits,  researching  legal  issues,  and  holding  evidentiary  hearings 
or  conferences  for  oral  argument  or  otherwise  taking  steps  to  develop  the  record; 

•  Continue  to  process  106  cases  open  at  the  start  of  the  year  through  similar  actions; 

•  Develop,  review,  edit  and  issue  plain  English  decisions  in  59  cases,  generally  within  30 
days  of  the  closing  of  the  record  and  then  post  them  on  the  internet; 

•  Close  47  additional  cases  due  to  settlement,  dismissal,  or  other  means;  and 

•  Maintain  the  quality  of  the  decisions  so  that  they  will  be  infrequently  appealed  to  court 
and  rarely  overturned. 

In  FY  2004,  the  Board  and  Appellate  Division  plan  to: 

•  Receive  200  new  cases,  docketing  and  processing  them  as  described  above; 

•  Continue  to  process  160  cases  open  at  the  start  of  the  year; 

•  Develop,  review,  edit  and  issue  decisions  in  57  cases,  generally  within  30  days  of  the 
closing  of  the  record,  and  then  post  them  on  the  internet; 

•  Close  40  additional  cases  due  to  settlement,  dismissal,  or  other  means;  and 

•  Maintain  the  quality  of  the  decisions  so  that  they  will  be  infrequently  appealed  to  court 
and  rarely  overturned. 

Case  projections  are  based  on  a  number  of  assumptions,  including: 

•  Four  Board  Members  available  to  decide  cases; 

Receipt  of  20  NCD  cases  per  year  in  FY  2003  and  FY  2004  and  of  30  LCD  cases  in  FY 
2004; 

No  appeals  of  ALJ  decisions  in  HIPAA  medical  records  privacy  cases; 

•  Increased  Medicaid  appeals  by  FY  2004  due  to  more  enforcement  activity; 

•  Increased  appeals  in  discretionary  grant  program  and  Child  Welfare  Services  programs 
over  FY  2002  levels,  which  were  abnormally  low;  and 

•  Increases  in  decisions  issued  by  DAB  ALJs,  as  described  below; 
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Cases  closed  without  a  decision  may  still  have  required  considerable  efTort.-For  example,  one 
research  misconduct  case  settled  after  the  panel  held  7  days  of  hearing  and  issued  numerous 
rulings,  consuming  608  hours  of  Board  Member  time,  and  431  hours  of  staff  attorney  time. 

DAB  Administrative  Law  Judges  -  Civil  Remedies  Division 

In  FY  2003,  DAB  is  expected  to  have  8  ALJs  (including  the  Chief  ALJ,  who  spends 
considerable  time  on  management  activities,  such  as  those  described  below).  These  ALJs,  with 
support  from  the  Civil  Remedies  Division  (CRD),  will: 

•  Receive  1,005  new  hearing  requests,  including  15  new  privacy  enforcement  cases  under 
HFPAA,  docketing  and  processing  them  by:  setting  procedures,  ruling  on  motions, 
reviewing  and  analyzing  briefs  and  exhibits,  researching  legal  issues,  issuing  subpoenas, 
and  scheduling  and  holding  pre-hearing  conferences  and  evidentiary  hearings  meeting 
Administrative  Procedure  Act  requirements; 

Continue  to  process  903  cases  open  at  the  start  of  the  year  through  similar  actions; 

•  Develop,  edit,  and  issue  decisions  in  1 60  cases,  and  then  post  them  on  the  internet; 
Close  810  additional  cases  due  to  settlement,  withdrawal,  or  other  means;  and 

•  Begin  to  implement  process  changes  to  increase  efficiencies. 

In  FY  2004,  the  ALJs  and  CRD  plan  to: 

•  Receive  1,149  new  hearing  requests,  including  60  HIPAA  medical  records  privacy  cases, 
docketing  and  processing  them  as  described  above; 

•  Continue  to  process  938  cases  open  at  the  start  of  the  year; 

•  Develop,  edit,  and  issue  decisions  in  160  cases,  and  then  post  them  on  the  internet; 
Close  815  additional  cases  due  to  settlement,  withdrawal,  or  other  means;  and 

•  Evaluate  and  refine  process  changes  to  increase  efficiencies. 

Caseload  projections  are  based  on  a  number  of  assumptions,  including: 

•  Cases  under  current  jurisdiction  will  increase  at  a  rate  of  10%  in  FY  2003  and  FY  2004; 
ALJs  hired  at  the  end  of  FY  200 1  will  be  more  productive  in  FY  2003  than  in  FY  2002; 
and 

•  Enforcement  of  nursing  home  requirements  will  remain  relatively  stable. 

The  projected  receipts  do  not  include  potential  new  workloads  that  may  be  added  to  DAB 
jurisdiction.  Although  many  of  the  provider  enforcement  cases  settle,  generally  this  is  not  until 
the  DAB  has  expended  considerable  effort  on  case  processing  (e.g.,  scheduled  a  hearing)  or  has 
mediated  the  case. 
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Administrative  Appeals  Judges  (Medicare  Appeals  Council)  -  Medicare  Operations  Division 

In  FY  2002,  the  DAB  hired  two  Administrative  Appeals  Judges  (increasing  the  total  to  four). 
The  Administrative  Appeals  Judges  will  spend  time  in  both  FY  2003  and  FY  2004  responding 
to  requests  for  information  from  Congress,  OIG,  and  GAO,  providing  training  on  Medicare 
Appeals,  revising  the  procedural  regulations  for  these  cases,  and  taking  other  steps  to  reduce  the 
flow  of  cases  to  the  DAB. 

In  FY  2003,  the  Administrative  Appeals  Judges,  and  Medicare  Operations  Division  (MOD)  staff, 
will  also: 

•  Receive  1 1,400  requests  for  review  of  SSA  ALJ  decisions  in  Medicare  cases,  docketing 
them,  requesting  and  processing  case  files  from  Medicare  contractors,  analyzing  briefs 
and  record  documents,  and  researching  legal  issues; 

•  Continue  to  process  1 3 ,930  cases  open  at  the  start  of  the  year  through  similar  actions; 

•  Dispose  of  1 1 ,000  cases  through  decisions,  dismissals,  or  other  means;  and 

•  Evaluate  and  refine  management  and  efficiency  initiatives,  such  as  redesign  of  the  MOD 
intake  and  processing  procedures. 

In  FY  2004,  the  judges  and  staff  plan  to: 

•  Receive  1 5,448  requests  for  review  of  lower  level  decisions,  docketing  and  processing 
them  as,  described  above; 

•  Continue  to  process  1 4,330  cases  open  at  the  start  of  the  year;  and 

•  Close  1 1 ,500  cases  through  decisions,  denials  of  review,  dismissals,  or  other  means. 

Case  projections  are  based  on  a  number  of  assumptions,  including: 

•  Judges  and  other  staff  hired  in  FY  2002  will  be  more  productive  in  FY  2004  than  in 
FY  2003,  as  they  gain  more  experience; 

•  Some  factors  that  contributed  to  high  case  closings  in  FY  2002  (settlements,  technical 
dispositions  and  use  of  temporary  AAJs)  will  not  be  present  in  later  years;  and 

•  CMS  and  contractor  program  integrity  efforts  will  remain  relatively  stable. 

The  projections  do  not  include  the  potential  workload  effect  from  provisions  of  §  521  of  BIPA. 
Alternative  Dispute  Resolution  Division 

In  FY  2003  and  FY  2004,  the  ADR  Division  will  provide  mediation,  facilitation,  or  ombudsman 
services  in  77  cases  (including  1 7  nursing  home  enforcement  cases)  and  will  conduct  1 2  ADR 
classes,  training  hundreds  of  employees  in  conflict  resolution  subjects  such  as  basic  mediation 
skills,  mediation  skills  for  lawyers,  negotiated  rulemaking  procedures,  and  ADR  overview. 
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The  Division  also  plans  to: 

•  Increase  the  use  of  mediation  in  DAB  cases,  particularly  in  nursing  home  cases; 
Continue  its  ADR  leadership  role  in  HHS;  and 

Continue  to  work  with  staff  in  other  HHS  offices  and  the  local  Federal  ADR  community 
to  advance  joint  ADR  goals. 

The  DAB  also  continues  to  improve  efficiencies  in  cases  and  in  management  overall.  In 
FY  2003  and  FY  2004,  DAB  will: 

•  Improve  internet  access  to  DAB  decisions  and  to  information  on  procedures  and  practice; 
Improve  efficiencies  in  use  of  internet  research  tools  available  to  staff; 

•  Improve  availability  and  use  of  management  information  from  case  tracking  databases; 

•  Improve  database  systems  to  provide  better  information; 
Begin  to  transition  to  electronic  records  capability; 

•  Continue  interactions  with  representatives  of  providers,  States,  and  others  who  appear 
before  the  DAB  to  receive  input  on  how  to  improve  services; 

•  Increase  use  of  video  conferencing  for  hearings,  where  appropriate; 

•  Evaluate  and  refine  the  redesign  of  the  Medicare  Operations  Division;  and 
Evaluate  test  system  for  faster  case  processing  in  the  Civil  Remedies  Division. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  DAB  is  $8,935,000,  a  net  increase  of  $33,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative 
functions  and  the  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies. 

DAB  must  continue  to  process  the  increasing  number  of  requests  for  hearings  and  appellate 
review  (some  under  regulatory  deadlines)  currently  within  its  jurisdiction,  such  as  OIG  fraud  and 
abuse  cases  and  CMS  provider  enforcement  and  claims  cases.  In  addition,  DAB  must  hear 
enforcement  cases  under  the  HIPAA  privacy  regulations,  which  go  into  effect  in  FY  2003. 
Despite  some  increase  in  staff,  plus  management  and  efficiency  initiatives  that  have  improved 
productivity,  DAB's  pending  caseload  continues  to  increase  as  case  receipts  increase.  The 
caseload  per  judge  continues  to  be  high. 
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OFFICE  ON  DISABILITY 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$350,000 
3 


$351,000 
3 


+$1,000 


Purpose  and  Method  of  Operations 

The  Office  on  Disability  (OD),  created  in  2002,  serves  as  the  principal  advisor  to  Congress  on 
the  Administration's  disability-related  health  and  human  services  initiatives,  and  the  principal 
advisor  to  the  Secretary  and  the  Department  on  Congressional  activities  related  to  developmental 
disabilities.  OD  also  maintains  communications  with  executive  officials  of  the  White  House, 
OMB,  other  Executive  Branch  agencies,  members  of  Congress  and  their  staffs,  non- 
governmental organizations  and  associations,  and  selected  disabilities  programs. 

OD  responsibilities  include:  advising  the  Secretary  on  all  policy  matters  relating  to  HHS 
legislation  on  disabilities;  serving  as  an  information  resource  for  members  of  Congress  and  staff 
on  HHS  disabilities  programs,  State  Developmental  Disabilities  Councils  Program  and  the 
Protection  and  Advocacy  Grants  Program  and  initiatives;  providing  guidance  on  the 
development  and  analysis  of  Departmental  legislation  and  policy,  including  formulation  of  the 
budget;  directing  and  coordinating  legislative  initiatives  to  ensure  consistent  and  strong 
advocacy  before  Congress;  and  securing  Congressional  enactment  of  program  and  policy  reform 
proposals. 

The  major  objectives  of  OD  in  FY  2004  will  be  to: 

•  Advance  the  Administration's  health  and  human  services  legislative  agenda  before  the 
Congress.  This  includes  analysis  and  resolution  of  issues  raised  by  Members  of  Congress 
and  Congressional  staff  during  consideration  of  HHS  authorizing  and  appropriating 
legislation  on  disabilities  issues. 

•  Provide  quality  service  and  information  to  Members  of  Congress  and  staff  cxtncerning 
HHS  programs,  grants,  and  initiatives.  Evaluate  the  national  impact  of  Federal  programs 
on  individuals  with  mental  retardation  and  collaborate  and  partner  with  other  Federal, 
State  and  local  agencies  and  private  sector  organizations  to  promote  and  achieve 
Presidential  goals  for  individuals  with  mental  retardation  and  develop  and  disseminate 
information  to  increase  public  awareness  of  mental  retardation. 

•  Coordinate  Departmental  participation  in  Congressional  hearings,  mark-ups  and 
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conference  committee  meetings  on  disabilities  programs.  This  includes  arranging 
briefing  sessions,  identifying  witnesses,  supervising,  drafting,  and  clearing  testimony  and 
position  papers,  communicating  the  Administration's  positions  to  the  Congress,  and 
advising  Department  officials  of  the  results  of  Congressional  action. 

•  Standardize  all  operations  of  OD,  so  as  to  ensure  timely,  quality  information  is  provided 
to  the  Secretary,  other  Executive  Branch  departments,  and  Capitol  Hill  for  disabilities, 
protection  and  advocacy  issues. 

•  Implement  and  fully  utilize  a  new  inter-departmental  disabilities  communications 
network  with  the  four  programs:  the  State  Development  Disabilities  Councils,  the  State 
Protection  and  Advocacy  Systems,  the  University  Centers  for  Excellence  Developmental 
Disabilities,  and  Project  of  National  Significance. 

Rational  for  the  Budget  Request 

The  FY  2004  request  for  OD  is  $351000,  a  net  increase  of  $1000  above  the  FY  2003  President's 
Budget.  This  level  includes  a  cost  savings  from  the  consolidation  of  administrative  functions 
and  the  implementation  of  effective  workforce  planning  and  human  capital  management 
strategies. 
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OFFICE  OF  GLOBAL  HEALTH  AFFAIRS 


FY  2002 
Actual 


President's  Budget 


FY  2003 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 


$4,293,000 
55 


$4,310,000 
56 


$9,326,000 
56 


+$5,016,000 


PTE 


Purpose  and  Method  of  Operations 

The  Office  of  Global  Health  Affairs  (OGHA)  is  a  newly-created  STAFFDIV,  formed  from  the 
Office  of  International  and  Refugee  Health  and  the  Office  of  International  Affairs.  OGHA's 
mission  is  to  promote  the  health  of  the  world's  population  by  advancing  the  Department's  global 
strategies  and  partnerships,  thus  serving  the  health  of  Americans. 

The  increasing  importance  of  global  health  issues  -  especially  HIV/AIDS,  tuberculosis,  and 
malaria  -  has  necessitated  that  the  US  government  in  general,  and  the  Department  of  Health  and 
Human  Services  in  particular,  take  a  more  prominent  position  in  the  global  health  arena. 

OGHA  provides  policy  advice,  leadership  and  coordination  of  international  health  matters  across 
HHS,  including  leadership  on  major  cross-cutting  global  health  initiatives  (e.g.,  HHS-USAJD 
Afghanistan  Health  Working  Group,  US-Mexico  Border  Health  Commission,  US-Russia  Health 
Committee,  US-South  Africa  Cooperation  Forum  Health  Committee)  and  maintaining  the 
Department's  relationships  with  regional  and  global  organizations  (e.g.  World  Health 
Organization,  United  Nations  Children's  Fund,  Pan  American  Health  Organization). 

OGHA  provides  expert  advice  on  international  health  policy  on  behalf  of  the  Department  as  part 
of  the  US  Government  inter-agency  process,  e.g.,  related  to  the  Global  Fund  to  Fight  AIDS, 
Tuberculosis  and  Malaria,  the  Prevention  of  Mother  to  Child  Transmission  of  HTV,  negotiation 
of  free  trade  agreements,  health  and  sustainable  development,  climate  change,  environmental 
health,  and  others.  OGHA  participates  in  policy  development  and  reform  efforts,  including 
priority-setting  related  to  multilateral  health  organizations,  notably  the  World  Health 
Organization,  Pan  American  Health  Organization,  and  United  Nations  Children's  Fund 
(UNICEF).  Other  multilateral  fora  to  which  OGHA  provides  expert  advice  through  the  inter- 
agency process  include  the  Group  of  Eight  (G8),  the  Organization  of  Economic  Cooperation  and 
Development  OECD),  UNESCO,  the  Asia  Pacific  Economic  Cooperation  (APEC)  and  others. 
OGHA  also: 

•        Represents  the  US  Government  and  HHS  on  international  health  issues  to  other 

governments,  international  organizations  and  US  non-governmental  constituencies. 
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Provides  effective  policy  guidance,  coordination  and  advocacy  related  to  refugee  health 
particularly  refugees  in  the  United  States,  and  to  other  humanitarian  issues  such  as 
trafficking  in  persons. 

Promotes  key  bilateral  (country-to-country)  relationships  in  the  health  sector,  particularly 
with  but  not  limited  necessarily  to  Canada,  Egypt,  India,  Israel,  Japan,  Mexico,  Russia 
and  other  Newly  Independent  States,  South  Africa,  the  United  Kingdom,  and  Vietnam. 

Strengthens  cooperation  with  Mexico  through  the  Health  Working  Group  of  the  US- 
Mexico  Binational  Commission.  Priority  areas  and  initial  bilateral  collaboration  include: 
women's  health,  migrant  health,  immunizations,  aging  issues,  substance  abuse  and 
tobacco  prevention,  and  epidemiological  surveillance. 

Provides  support  for  the  Secretary  of  HHS  as  US  Commissioner  for  the  United  States 
section  of  the  US-Mexico  Border  Health  Commission,  including  logistical  arrangements, 
meeting  agendas,  meeting  minutes,  and  working  with  contractors. 

Manages  the  HHS  Biotechnology  Engagement  Program  (BTEP),  including  approval  of 
more  than  20  high-priority  public  health  projects  and  engaging  several  hundred  former 
Soviet  scientists  (including  former  bio-weapons  scientists)  in  peaceful  research  activities. 
In  addition,  continues  to  sustain  and  strengthen  cooperation  with  Russia  through  the  US- 
Russia  Health  Committee. 

Promotes  cooperation  on  emerging  and  re-emerging  infectious  diseases  through 
appropriate  international  mechanisms  and  international  relationships  including  the  US- 
Japan  common  agenda,  US-European  Union  (EU)  Trans- Alliance,  the  Indo-US  Vaccine 
Action  Program,  the  Asia  Pacific  Economic  Cooperation,  and  bilateral  relationships  with 
countries  such  as  China,  Egypt,  Mexico,  Russia,  South  Africa,  and  the  EU. 

Partners  on  international  health  matters  with  other  Federal  agencies,  including  the 
Agency  for  International  Development,  the  Environmental  Protection  Agency,  and  the 
Departments  of  State,  Commerce,  Defense,  Education,  and  Energy. 

Supports  International  Health  Attache  positions  of  HHS  in  four  locations:  US  Mission  in 
Geneva,  Delhi  (India),  Hanoi  (Vietnam),  and  Pretoria  (South  Africa).  The  attache  in 
Pretoria  is  southern  Africa  regional  position  for  the  Southern  African  Development 
Council  (SADC),  which  includes  15  African  countries. 

Leads  the  HHS  effort  to  develop  a  program  of  cooperation  with  the  Afghanistan  Ministry 
of  Public  Health,  for  which  a  Memorandum  of  Understanding  was  recently  completed. 
OGHA  is  working  with  its  Afghan  counterparts  and  has  assisted  various  HHS  agencies  in 
determining  how  they  can  assist  in  the  reconstruction  of  Afghanistan's  health  sector; 
OGHA  also  lead  HHS's  contribution  to  a  HHS-USAID  Afghanistan  Health  Work  Group. 
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•        Continues  to  be  heavily  involved  in  all  aspects  of  the  development  of  the  Global  Fund  to 
Fight  AIDS,  Tuberculosis  and  Malaria  (GFATM).  Based  in  Geneva,  the  GFATM  is  a 
new  organization  being  created  to  disburse  approximately  $2  billion  to  developing 
countries  to  support  prevention,  treatment  and  care  programs  for  these  three  major  global 
diseases.  HHS  provides  approximately  half  of  the  US  contribution  and  the  Secretary 
serves  as  the  US  representative  to  the  Fund's  Board.  OGHA  staff  serve  on  various 
international  working  groups  to  provide  input  into  the  Operations  of  the  fund,  and 
support  the  Secretary  in  his  role  as  US  representative. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  OGHA  is  $9,326,000,  a  net  increase  of  $5,016,000  above  the  FY  2003 
President's  Budget.  This  level  provides  $5,000,000  for  a  new  health  initiative  in  Afghanistan, 
$32,000  to  allow  OGHA  to  maintain  essentially  the  same  level  of  activity  for  other  programs, 
and  savings  of  $16,000  from  consolidating  administrative  functions  and  implementation  of 
effective  workforce  planning  and  human  capital  management  strategies. 

Included  in  the  FY  2004  request  is  $4,015,000  to  continue  efforts  of  the  US-Mexico  Border 
Health  Commission.  The  goals  of  the  Commission  include:  1)  institutionalize  a  domestic  focus 
on  border  health,  which  can  transcend  political  changes,  and  2)  create  an  effective  venue  for 
binational  discussion  to  address  public  health  issues  and  problems  which  affect  the  US/Mexico 
border  populations. 

OGHA  will  also  continue  efforts  with  the  State  Department  to  support  the  Biotechnology 
Engagement  Program  (BTEP).  Funds  are  transferred  from  the  State  Department  to  OGHA  to 
support  the  program.  BTEP  was  created  to  reduce  the  risk  of  bioterrorism  by  engaging  former 
soviet  biological  scientists  in  areas  of  research  and  development  that  address  priority  public 
health  concerns  in  the  former  Soviet  Union. 

Reimbursable  FTE  and  funds  are  central  to  the  effective  operation  of  OGHA.  In  FY  2004,  an 
estimated  $50,000,000  in  reimbursable  funds  will  support  OGHA  functions.  Reimbursable 
funds  support  the  following:  the  entire  core  refugee  health  function  in  OGHA;  the  International 
Health  Attache  positions  at  the  US  Missions  in  Geneva,  New  Delhi,  Pretoria,  and  Hanoi;  core 
bilateral  program  positions  in  OGHA  including  those  associated  with  cooperation  with  China, 
Egypt,  the  European  Union  (EU),  Israel,  India,  Japan,  Mexico,  Russia,  South  Africa;  and 
Vietnam  among  others;  core  functions  associated  with  HHS  involvement  in  multilateral  health 
organizations;  policy  and  related  program  cooperation  with  the  Agency  for  International 
Development  (AID)  and  several  of  its  missions,  including  but  not  necessarily  limited  to  Africa, 
Egypt,  India,  and  Russia;  and  key  public  health  positions  with  ATD's  Office  of  Foreign  Disaster 
Assistance. 
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Afghanistan  Health  Initiative 

In  recent  months,  through  surveys  and  assessments  carried  out  by  HHS  and  staff  at  the  Centers 
for  Disease  Control  and  Prevention,  the  international  community  has  learned  much  about  the 
dismal  health  situation  in  Afghanistan.  Health  care,  particularly  for  mothers  and  children,  is 
practically  nonexistent  for  much  of  the  population.  HHS  has  begun  to  develop  a  program  of 
cooperation  in  maternal  and  child  health  with  the  Afghan  Ministry  of  Health  (MOH)  to  achieve 
the  following  objectives: 

Demonstrate  the  ongoing  commitment  of  the  United  States  to  Afghanistan's 
reconstruction  and  to  the  Karzai  Government; 

•  Bolster  the  ability  of  the  Karzai  Government  to  fulfill  its  promise  to  provide  essential 
services; 

Provide  direct  health  care  to  the  Afghan  population  through  the  creation  of  five  maternal 
and  child  health  teaching  clinics  throughout  the  country; 

•  Provide  opportunities  for  the  training  of  local  Afghan  health  care  workers  in  modern 
medicine;  and 

•  Provide  a  vehicle  for  expatriate  Afghan  health  workers  to  return  to  Afghanistan. 

As  a  first  step  in  accomplishing  these  goals,  HHS  has  developed  a  partnership  with  the 
Department  of  Defense  (DoD)  and  the  US  Agency  for  International  Development  (USAID).  A 
team  of  HHS  and  DoD  personnel  recently  traveled  to  Kabul  to  meet  with  the  Afghan  Minister  of 
Health,  USABD,  and  a  variety  of  United  Nations  agencies  and  non-governmental  organizations  to 
discuss  appropriate  HHS  involvement  in  a  DoD-proposed  project  to  rehabilitate  Rabia  Balkhi 
Women's  Hospital  in  Kabul.  The  team  assessed  the  hospital,  determined  its  appropriateness  as  a 
teaching  facility,  and  ensured  that  this  is  indeed  a  priority  activity  in  which  the  Government  of 
Afghanistan  wishes  HHS  to  be  involved.  The  Afghan  Minister  of  Health  has  given  her  full 
endorsement  to  this  activity. 

The  HHS-DoD  team  also  recommended  the  development  of  a  satellite  teaching  facility  ten 
kilometers  outside  of  Kabul  to  focus  on  the  special  needs  of  the  rural  population.  Beyond  these 
initial  two  facilities,  plans  are  underdevelopment  for  creating  three  additional  teaching  clinics 
throughout  the  country,  for  a  total  of  five  maternal  and  child  health  teaching  clinics.  Each 
facility  would  provide  direct  health  care  to  patients  and  training  to  health  care  workers  at  all 
levels,  including  physicians,  nurses,  midwives,  community  health  workers  and  others.  Once 
trained,  these  health  care  workers  could  be  dispatched  throughout  the  rural  areas  of  Afghanistan, 
the  location  of  the  country's  overwhelming  health  care  needs.  Each  clinic  would  also  be  an 
entry  point  for  returning  Afghan  expatriates  who  wish  to  provide  training  and  volunteer  services 
to  clinics  and  hospitals  around  the  country. 

To  carry  out  this  activity,  OGHA  is  requesting  $5,000,000  to  support  health  efforts  in 
Afghanistan,  including  the  establishment  of  a  maternal  and  child  health  teaching  clinic  at  Rabia 
Balkhi  Hospital  and  four  satellite  clinics  outside  of  Kabul. 
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OFFICE  OF  GLOBAL  HEALTH  AFFAIRS 


Sources  of  Funding 


ACTIVITY: 

FY  2002 
Enacted 

FY  2003 
Pres  Budget 

FY  2004 
Estimate 

Change 

GDM  appropriation 
(formerly  in  IOS)  

$300,000 

$310,000 

$311,000 

+$1,000 

Afghanistan  Health 

C  f\f\f\  AAA 

5,000,000 

1  C  AAA  AAA 

+5,000,000 

US-Mexico  Border  Health 
Commission  (formerly  in 
OPHS)  

3,993,000 

4,000,000 

4,015,000 

+15,000 

Biotechnology  Engagement 
Program  (transfer  from 
USAID   

9,000,000 

not  yet 
determined 

not  yet 
determined 

Subtotal,  Appropriated 

$13,293,000 

$4,310,000 

$9,326,000 

$5,016,000 1 

Reimbursables  (estimated) 

35,860,000 

42,000,000 

50,000,000 

+8,000,000] 

TOTAL 

$49,153,000 

$46,310,000 

$59326,000 

+$13,016,000 1 
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OFFICE  OF  PUBLIC  HEALTH  AND  SCIENCE 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 


5131,188,000 
328 


$134,174,000 
340 


5139,184,000 
340 


+55,010,000 


FTE 


The  Office  of  Public  Health  and  Science  (OPHS)  provides  leadership  to  the  Nation  on  public 
health  and  science,  and  communicates  on  these  subjects  to  the  American  people.  OPHS  is  a 
unique  Staff  Division  in  the  Department  in  that  it  performs  both  policy  and  program  roles. 
OPHS  is  led  by  the  Assistant  Secretary  for  Health  (ASH),  whose  chief  interest  is  promoting, 
protecting,  and  improving  the  Nation's  health.  This  role  encompasses  responsibilities  as  senior 
advisor  for  public  health  and  science  to  the  Secretary  thereby  providing  senior  professional 
leadership  on  population-based  public  health  and  clinical  preventive  services,  directing  a  variety 
of  program  offices  that  house  essential  public  health  activities,  providing  senior  professional 
leadership  across  HHS  on  White  House  and  special  Secretarial  initiatives  involving  public  health 
and  science,  and  guiding  and  providing  technical  assistance  to  the  ten  Regional  Health 
Administrators. 

OPHS  includes  the  ASH,  the  Office  of  the  Surgeon  General,  the  Office  of  HTWAIDS  Policy,  the 
Office  of  Population  Affairs,  the  Office  of  Disease  Prevention  and  Health  Promotion,  the 
President's  Council  on  Physical  Fitness  and  Sports,  the  Office  of  Minority  Health,  the  Office  on 
Women's  Health,  the  Office  for  Human  Research  Protections,  the  Office  of  Research  Integrity, 
the  National  Vaccine  Program  Office,  the  Office  of  Military  Liaison  and  Veterans  Affairs,  and 
the  Regional  Health  Administrators.  As  a  result,  OPHS  is  actively  engaged  in  a  broad  array  of 
activities  that  support  and  facilitate  the  work  of  many  of  the  Department's  Operating  Divisions. 

OPHS  directly  supports  several  of  the  Secretarial  Initiatives,  such  as  preventing  disease  and 
ensuring  our  homeland  is  prepared  to  respond  to  acts  of  bioterrorism  and  other  health 
emergencies.  In  its  leadership  role,  OPHS  ensures  a  public  health  perspective  on  all  other 
Secretarial  initiatives  and  the  President's  Management  Agenda. 

President's  and  Secretary's  Priorities 

Strategic  Management  of  Human  Capital 

Consistent  with  the  President's  workforce  planning  and  restructuring  initiative,  the  Office  of 
Public  Health  and  Science  has  achieved  a  cost  savings  from  consolidating  administrative 
functions  and  implementing  other  effective  workforce  planning  and  human  capital  management 
strategies. 
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One  such  strategy  is  the  review  of  positions  to  facilitate  career  growth  and  pathways.  OPHS  has 
given  particular  attention  to  entry-level  and  other  positions  at  the  lower  grade  levels.  Among  the 
avenues  under  consideration  for  career  development  and  professional  growth  opportunities  is  an 
organized  system  of  rotational  assignments  to  promote  the  development  of  skill  sets  so  that 
personnel  will  have  the  ability  to  the  function  across  organizational  boundaries  or  in  other 
positions  in  an  intra-office  context. 

Because  of  OPHS's  wide-ranging  activities,  it  must  be  prepared  to  respond  to  changes  in  mission 
with  an  adaptable  and  flexible  workforce.  A  workforce  which  combines  an  appropriate  set  of 
skills,  such  as  in  medicine  and  the  other  health  sciences,  public  health,  policy  analysis,  and 
information  technology  is  the  key  to  an  operational,  flexible,  and  functional  future. 

In  looking  to  the  future,  OPHS  is  continuing  to  plan  for  long  term  changes  in  both  mission  and 
manpower  requirements.  OPHS  is  also  looking  at  the  issues  related  to  re-structuring  to  achieve 
both  immediate  improvements  in  the  use  of  human  capital,  and  to  put  in  place  a  process  for  the 
long-term  which  will  produce  a  more  flexible,  adaptable  organizational  structure. 

Improved  Financial  Performance 

In  an  effort  to  make  more  timely  and  informed  decisions  regarding  its  operations,  OPHS  is 
supporting  the  implementation  of  the  HHS  Unified  Financial  Management  System  (UFMS). 
Although  OPHS'  financial  services  are  provided  by  the  Program  Support  Center,  OPHS  has 
provided  recommendations  regarding  what  is  needed  in  the  system  and  how  these  systems  can 
support  day-to-day  operations. 

Expanded  Electronic  Government 

OPHS  has  a  history  of  leadership  in  the  area  of  health  information.  It  has  also  taken  steps  to 
effectively  use  emerging  technologies  to  achieve  positive  behavior  changes  and  minimize  the 
burden  on  both  public  and  private-sector  colleagues. 

The  Office  of  Disease  Prevention  and  Health  Promotion  (ODPHP)  has  developed,  and  will 
continue  to  maintain  and  enhance,  healthfinder  -  the  Federal  government's  consumer  health 
information  Web  portal  that  receives  nearly  6  million  visits  a  year.  ODPHP  will  also  continue  to 
produce  authoritative  reports  on  the  use  of  the  Internet  for  health  improvement.  As  States, 
associations,  foundations  and  others  undertake  efforts  to  implement  Healthy  People  2010,  they 
need  to  communicate  with,  and  learn  from,  each  other.  By  facilitating  web-based 
communications,  ODPHP  will  assist  the  process  of  sharing  best  practices,  outlining  areas  of 
collaboration,  and  exchanging  new  information. 

The  ASH  is  also  showcasing  best  practices  in  public  health  from  around  the  country,  to  foster  an 
environment  of  peer  learning  and  collaboration.  The  Best  Practice  Initiative  can  be  found  on  the 
OPHS  website  at  www.osophs.HHS.gov/ophs/bestpractices 
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OPHS  is  also  furthering  efforts  to  make  applying  for  an  OPHS  grant  friendlier,  through  the  use 
of  the  Internet.  OPHS  is  continuing  to  pursue  E-grants  -  the  ability  to  replace  paper  processes 
with  electronic  processing  across  the  grants  life  cycle.  The  E-grants  initiative  will  make  a 
unified,  simplified,  single  set  of  processes  available  to  potential  applicants,  applicants,  and 
awardees. 

Budget  Performance  Integration 

OPHS  has  revamped  its  GPRA  Performance  Plan  and  positioned  itself  to  ensure  that  resources 
are  tied  to  outcomes  goals  and  program  effectiveness.  The  improved  plan  is  streamlined,  and 
sets  forth  goals  and  output  targets  that  assist  in  integrating  planning  and  budget  efforts. 

Ensuring  our  Homeland  is  Prepared  to  Respond  to  Acts  of  Terrorism  and  Other  Health 
Emergencies 

OPHS  continues  to  address  the  complex  issues  of  health  and  medical  response  to  emergencies, 
including  the  continued  infrastructure  for  a  medical  response  to  terrorism  of  any  type  -  nuclear, 
biological,  or  chemical  -  and  other  natural  disasters  and  emergencies.  OPHS  is  an  integral  pan 
of  the  Administration's  efforts  to  strengthen  the  public  health  system. 

The  Secretary  has  put  forth  a  vision  of  strengthening  the  public  health  system,  and  empowering 
State  and  local  efforts  in  a  way  that  adds  real  value  to  the  efforts  of  emergency  resources  when 
necessary.  To  support  this  vision,  the  Office  of  the  Surgeon  General  (OSG)  is  developing  an 
initiative  to  ensure  national  medical  readiness  through  transforming  and  modernizing  the 
Commissioned  Corps. 

The  Medical  Reserve  Corps  (MRC)  was  assigned  to  OSG  in  March  2002.  The  MRC  is  a 
component  of  the  Citizen  Corps,  USA  Freedom  Corps,  announced  by  the  President  in  his 
January  2002  State  of  the  Union  address.  Health  professionals  and  others  with  relevant  skills  are 
being  offered  the  opportunity  to  volunteer  their  time  and  skills  within  a  local  MRC  during  times 
of  emergency.  Volunteers  can  also  serve  in  their  communities  addressing  on-going  public  health 
needs  (e.g..  immunizations;  health  and  nutrition  education). 

The  National  Vaccine  Program  Office  (NVPO)  is  developing  a  strategy  to  prepare  our  country  to 
respond  to  an  influenza  pandemic.  There  is  no  simple  answer  to  the  question  of  how  serious  a 
pandemic  might  be;  it  will  depend  on  how  virulent  the  virus  is,  how  rapidly  it  can  spread 
between  populations,  and  the  effectiveness  of  pandemic  prevention  and  response  efforts.  The 
1918  Spanish  flu  is  an  example  of  a  worst-case  scenario,  because  the  strain  was  highly 
contagious  and  quite  deadly;  that  pandemic  killed  more  Americans  than  all  the  wars  of  the  20th 
century.  Good  surveillance,  timely  vaccine  development  and  production,  and  the  ability  to 
administer  vaccines  to  large  numbers  of  people  in  a  short  amount  of  time  will  be  crucial  to 
containing  such  a  pandemic  if  and  when  one  eventually  strikes. 
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Preventing  Disease,  Illness  and  Injury,  with  Particular  Focus  on  the  Healthy  Communities 
Initiatives,  and  Preventing  Diabetes,  Obesity  and  Asthma 

Healthy  and  productive  individuals,  families,  and  communities  are  the  very  foundation  of  a 
nation's  security  and  prosperity.  Through  leadership  in  medical  sciences  and  public  health,  and 
as  guardian  of  critical  components  of  America's  health  and  safety  net  programs,  HHS  seeks  to 
improve  the  health  and  well-being  of  people  both  in  this  country  and  throughout  the  world.  To 
ensure  a  healthier  America,  OPHS  plays  a  significant  role  in  the  development  and 
implementation  of  this  priority. 

ODPHP  will  also  continue  to  reach  out  to  non-traditional  public  health  partners.  The  goal  is  to 
identify  organizations  that  have  national  leadership  and  local  representation,  including  campus 
aged  youth,  faith-based  organizations,  and  elderly  service  organizations.  These  outreach  efforts 
can  focus  the  public's  attention  on  those  health  issues  that  impact  on  the  quality  of  life  in  the  US. 

For  all  the  medical  breakthroughs  seen  in  the  past  century,  there  are  still  significant  disparities  in 
the  medical  conditions  of  racial  groups  in  this  country.  The  Office  of  Minority  Health  (OMH) 
has  made  a  commitment  to  eliminate  -  not  just  reduce  -  some  of  the  health  disparities  between 
majority  and  minority  populations.  OMH  will  continue  to  develop  and  coordinate  minority 
initiatives  across  HHS  and  other  Federal  departments.  OMH  will  broaden  and  strengthen  its 
partnerships  with:  State,  local,  and  tribal  governments;  national  and  regional  minority  health  and 
other  minority-focused  organizations;  and  minority  community-based  organizations  with  the 
greatest  access  to  and  knowledge  of  racial  and  ethnic  minority  communities. 

HHS  recently  released  Women 's  Health  USA  2002,  a  statistical  report  on  the  health  status  of 
America's  women  that  shows  the  disproportionate  impact  that  certain  health  conditions  such  as 
osteoporosis,  asthma,  diabetes  and  lupus  have  on  women.  The  Office  on  Women's  Health  will 
continue  efforts  to  improve  the  health  of  American  women  by  advancing  and  coordinating  a 
comprehensive  women's  health  agenda  throughout  HHS. 

The  issue  of  adolescent  sexual  activity  and  pregnancy  remains  a  national  public  health  concern, 
both  within  the  context  of  welfare  reform  and  in  realizing  the  optimum  potential  of  the  country's 
youth.  More  than  12  percent  of  teen  women  aged  15-19  become  pregnant  each  year,  resulting  in 
approximately  500,000  births.  The  costs  of  such  premature  pregnancy  and  parenthood  are 
enormous.  Through  its  AFL  program,  OPHS  will  continue  efforts  to  evaluate  abstinence 
education  strategies,  as  well  as  services  to  improve  outcomes  for  pregnant  and  parenting  teens. 

The  CDC  recently  announced  a  new  study  finding  that  public  health  problems  associated  with 
obesity  among  the  nation's  youth  are  causing  a  major  economic  health  care  burden,  in  addition  to 
having  a  profound  effect  on  individual  health.  In  response,  Secretary  Thompson  has  called  on 
families,  communities  and  businesses  to  work  together  and  create  innovative  ways  to  encourage 
greater  physical  activity  among  children.  The  President's  Council  on  Physical  Fitness  will  play 
a  major  role  in  the  efforts  to  develop  a  national  action  plan  on  physical  activity. 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  89 


192 


 General  Departmental  Management  

OFFICE  OF  PUBLIC  HEALTH  AND  SCIENCE 


FY  2002  FY  2003  FY  2004 

Actual  President's  Budget  Estimate 


FTE 

Amount 

FTE 

Amount 

FTE 

Amount 

GDM: 

Immediate  Office  

48 

$7,664,000 

51 

$8,271,000 

51 

$8,307,000 

Office  of  HIV/AIDS  Policy   

6 

919,000 

6 

989,000 

6 

994,000 

Adolescent  Family  Life   

17 

28,924,000 

18 

31,124,000 

18 

31,241,000 

Office  of  Disease  Prevention  and 

Health  Promotion   

25 

7,048,000 

25 

7,589,000 

25 

7,620,000 

President's  Council  on  Physical  Fitness 

and  Sports  

8 

1,136,000 

8 

1,223,000 

8 

1,230,000 

Office  of  Minority  Health  

68 

49,546,000 

69 

46,329,000 

69 

47,010,000 

Office  on  Women's  Health  

50 

26,738,000 

52 

28,795,000 

52 

28,908,000 

Office  for  Human  Research  Protections 

35 

7,015,000 

39 

7,554,000 

39 

7,587,000 

Transformation  of  the  Commissioned 

5,000,000 

Commissioned  Corps  Readiness  Force 

4 

1,200,000 

6 

1,300,000 

6 

1,287,000 

Surgeon  General  Initiatives   

998.000 

1.000.000 

C  1  1  1    TOO  AAA 

M  J 1,  loo,UUU 

274 

£1  1  A  1  1 A  AAA 

M  .54,1  /4,UUU 

274 

C1  ICS  1  Q  A  AAA 

>i  jy,io4,uuu 

Counter-Terrorism1 : 

Medical  Reserve  Corps  

$3,000,000 

2 

$10,000,000 

2 

$10,000,000 

Other: 

Reimbursable  FTE  

9 

9 

9 

Service  and  Supply  Fund  

29 

28 

28 

Office  of  Research  Integrity2   

29 

[6,935,090] 

29 

T7.635.0001 

29 

17.974.0001 

Subtotal,  Other   

67 

66 

66 

Total,  OPHS  

328 

$134,188,000 

342 

$144,174,000 

342 

$149,184,000 

[1%  Evaluation  Funds;  non-add]  

[$4,552,000] 

[$4,552,000] 

[$4,552,000] 

Funds  appropriated  in  the  Public  Health  and  Social  Services  Emergency  Fund. 
ORI  is  funded  by  NTH  dollars,  which  are  reflected  as  non-add. 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  90 


193 


General  Departmental  Management 


OPHS  IMMEDIATE  OFFICE 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$7,664,000 
48 


$8,271,000 
51 


$8,307,000 
51 


+$36,000 


Purpose  and  Method  of  Operations 

The  Office  of  Public  Health  and  Science  (OPHS)  is  under  the  direction  of  the  Assistant  Secretary 
for  Health  (ASH),  who  serves  as  the  Senior  Advisor  tothe  Secretary  on  issues  of  public  health 
and  science.  The  Immediate  Office  serves  as  the  focal  point  for  leadership  and  coordination 
across  the  Department  in  public  health  and  science,  provides  direction  to  program  offices  within 
OPHS,  and  provides  advice  and  counsel  on  public  health  and  science  issues  to  the  Secretary. 

The  Office  of  the  Surgeon  General  (OSG)  is  located  within  the  Immediate  Office  of  the  ASH. 
The  role  of  the  Surgeon  General  is  to  protect  and  advance  the  health  of  the  nation.  The  SG,  who 
reports  to  the  ASH,  provides  a  highly  recognized  symbol  of  national  commitment  to  protecting 
and  improving  the  public's  health,  communicates  with  the  American  people  on  issues  related  to 
health  and  advises  on  health  related  behaviors  and  interventions. 

The  Immediate  Office  and  OSG  directly  support  several  of  the  Secretary's  Initiatives,  such  as  the 
medical  response  to  emergencies,  mental  health,  and  the  Prevention  Initiative.  In  its  leadership 
role,  the  Immediate  Office  ensures  a  public  health  perspective  on  all  other  Secretarial  and 
Presidential  priorities.  The  Immediate  Office  provides  leadership  to  and  oversight  of  the  OPHS 
program  offices  as  they  implement  their  programs  and  other  HHS  and  Presidential  priorities. 

Healthy  People  2010.  Under  the  leadership  of  the  ASH  and  Office  of  Disease  Prevention  and 
Health  Promotion  (ODPHP),  Healthy  People  2010  (HP2010)  was  released  by  the  Department  on 
January  25,  2000.  HP2010  identifies  467  specific  objectives  covering  a  comprehensive  array  of 
health  issues.  Using  HP2010  as  a  framework,  OPHS  will  provide  leadership  as  HHS  implements 
the  Secretary's  Prevention  Initiative,  an  initiative  which  complements  the  President's  Healthier 
US  Initiative. 

Blood  Safety.  As  the  Blood  Safety  Director  for  HHS,  the  ASH  is  responsible  for  the  Federal 
government's  efforts  to  maintain  the  safety  of  the  nation's  blood  supply.  At  a  recent  meeting  of 
the  Advisory  Committee  on  Blood  Safety  and  Availability,  which  is  coordinated  by  OPHS,  the 
principles  that  have  been  articulated  by  the  American  Association  of  Blood  Banks  Inter- 
organizational  Task  Force  on  Domestic  Disasters  and  Acts  of  Terrorism  were  endorsed. 
Examples  of  these  principles  include:  the  actual  medical  need  for  blood  should  drive  all 
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subsequent  decisions  and  actions  in  responding  to  acts  of  terrorism;  the  blood  community  should 
avoid  creating  supply  in  excess  of  medical  need  at  the  Local  Blood  Center(s);  and  the  blood 
community  response  to  domestic  disasters  and  acts  of  terrorism  should  be  effectively 
coordinated  with  all  stakeholders. 

Vaccines  Issues.  OPHS  successfully  developed  responses  to  respond  to  delays  in  the  supply  of 
influenza  vaccine,  and  played  a  critical  role  in  negotiations  for  the  smallpox  vaccine  and 
discussions  surrounding  the  HHS  response  to  anthrax.  OPHS  recently  lead  the  development  of  a 
strategy  to  prepare  the  US  to  respond  to  an  influenza  pandemic.  The  fundamental  concept  of  the 
Pandemic  Influenza  Action  Plan  is  that  certain  preparations  must  begin  now,  during  the  current 
inter-pandemic  grace  period. 

Surgeon  General's  Reports.  A  number  of  Surgeon  General's  reports  have  been  released  in  the 
last  several  years:  Women  and  Smoking  (2001),  Youth  Violence  (2001),  Oral  Health  in  America 
(2000),  Reducing  Tobacco  Use  (2000),  and  Mental  Health  (1999).  These  reports  have  focused 
the  Nation's  attention  on  important  public  health  issues,  heightened  America's  awareness,  and 
generated  major  public  health  initiatives. 

The  Immediate  Office  will  continue  to  provide  leadership  and  oversight  of  the  OPHS  program 
offices  as  they  implement  the  OPHS  Performance  Plan  and  priorities.  The  ASH  and  OSG  will 
provide  leadership  in  promoting  special  Departmental  health  priorities,  e.g.,  bioterrorism,  public 
health  preparedness,  and  HIV  prevention  efforts.  The  ASH  will  also  provide  leadership  for  the 
development  of  policy  on  population-based  public  health  and  science,  and  on  the  implementation 
of  select  priorities  that  cut  across  agencies. 

In  partnership  with  the  Office  of  Intergovernmental  Affairs  and  the  Regional  Health 
Administrators,  the  ASH  will  also  promote  relationships  between  State  and  local  health 
departments,  academic  institutions,  professional  and  constituency  organizations,  and  HHS.  In 
addition,  the  ASH  and  the  SG  will  communicate  and  interact  with  national  and  international 
professional  and  constituency  organizations  on  matters  of  public  health  and  science. 

OPHS  will  also  work  with  the  OPDIVs  and  STAFFDIVs  to  coordinate  projects  that  improve  and 
strengthen  the  public  health  infrastructure  in  the  US,  through  partnerships  with  State  and  local 
health  authorities.  Finally,  OSG  will  develop  and  disseminate  Surgeon  General's  Reports  and 
authoritative  statements  on  critical  public  health  topics. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Immediate  Office  is  $8,307,000,  a  net  increase  of  $36,000  above 
the  FY  2003  President's  Budget.  This  level  includes  cost  savings  from  consolidating 
administrative  functions  and  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies.  This  level  will  allow  the  Immediate  Office  to  maintain  essentially  the 
same  level  of  activity  as  in  FY  2003. 
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OFFICE  OF  HIV/AIDS  POLICY 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 


$919,000 
6 


$989,000 
6 


$994,000 
6 


+$5,000 


FTE 


Purpose  and  Method  of  Operations 

The  mission  of  the  Office  of  HTV/AIDS  Policy  (OHAP)  is  twofold:  to  advise  the  Secretary, 
Deputy  Secretary,  and  Assistant  Secretary  for  Health  (ASH)  on  policies,  programs  and  activities 
concerning  HIV/AIDS,  and  to  coordinate  HlV-related  policies,  activities,  programs  and 
information  dissemination  throughout  the  Department  and  other  Federal  offices  and  agencies 
within  the  Administration. 

The  Secretary  has  delegated  to  the  ASH  responsibility  for  coordinating,  integrating  and  directing 
the  Department's  policies,  programs  and  activities  related  to  HTV/AIDS.  A  primary  focus  of 
OHAP  is  addressing  issues  related  to  health  disparities  in  HTV/AIDS  identified  in  the 
Congressional  Black  Caucus/  HHS  Initiative. 

OHAP  support  will  include  providing  the  ASH  and  other  Departmental  senior  staff,  including 
OPDIV  and  STAFFDTV  Heads,  with  appropriate  and  timely  recommendations  on  HIV/AIDS 
policy  options  and  program  initiatives.  OHAP  will  lead  the  central  coordination  essential  for 
the  desired  outcomes  at  the  OPDIV  and  STAFFDIV  levels.  This  coordination  and  policy 
function  impacts  upon  the  development  of  priorities  for  the  Department  in  the  areas  of 
HIV/AIDS  consistent  with  the  ASH,  Secretary's  and  Administration's  priorities  ensuring  a 
comprehensive  national  response  to  the  HTV/AIDS  epidemic.  OHAP  supports  the  Deputy 
Secretary  in  the  Department-wide  HHS  Coordinating  Group  on  HTV/AIDS  and  leads  the 
Steering  Committee  on  Implementation  and  Evaluation  of  the  Minority  HTV/AIDS  Initiative. 

In  June  2002,  HHS  established  the  HTV/AIDS  Management  Coordination  Team.  This  team  is 
charged  with  the  task  of  improving  the  coordination  of  HTV/AIDS  activities  across  the 
Department,  evaluating  the  effectiveness  of  HHS's  HTV/ATDS  programs  on  an  on-going  basis, 
and  improving  the  HTV/ATDS  grants  management  system  to  achieve  cost  efficiencies.  The  Team 
is  co-chaired  by  the  ASH  and  the  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE). 
OHAP  will  play  an  advisory  role  in  the  overall  process,  and  will  work  closely  with  ASPE  on 
evaluation  and  recommendation  activities.  One  area  includes  coordinating  the  Administration's 
efforts  to  eliminate  health  disparities  in  racial,  ethnic  minority  communities  -  the  HTV/ATDS  in 
Minority  Communities  Initiative,  which  includes  coordinating  efforts  with  the  Congressional 
Black  Caucus,  Hispanic  Caucus  and  Women's  Caucus.  Activities  include  expanded  technical 
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assistance  efforts  to  communities  in  the  US  and  its  territories,  and  internal  Department-wide 
assistance  to  the  OPDIVs. 

OHAP  will  continue  to  monitor  the  implementation  of  the  Department's  HIV/ AIDS  strategic 
plan  for  the  prevention  and  treatment  of  the  HIV  disease.  Activities  will  include  conducting 
periodic  regional  meetings  to  engage  consumers,  providers,  advocates  and  researchers  in  a 
dialogue  about  evolving  priorities  and  emerging  directions  for  the  Department's  HIV/ AIDS 
efforts.  OHAP  will  also  continue  the  implementation,  in  collaboration  with  the  White  House, 
Department  of  Education,  Department  of  Labor,  and  National  organizations  a  special 
Presidential  initiative  on  HIV-related  workplace  issues. 

In  an  effort  to  facilitate  an  increased  AIDS  knowledge  base  of  OPHS  staff  and  other  interested 
parties,  OHAP  will  develop  a  series  of  presentations  for  senior  staff,  scientists,  and  others  in 
disciplines  including:  therapeutics,  vaccines  epidemiology  and  natural  history,  prevention  for 
HIV  uninfected  and  HIV  infected  people,  and  care  challenges  in  provisions  of  services  and 
international.  OHAP  will  also  facilitate  the  programmatic  development  and  collaboration  in  the 
context  of  emerging  HTV/AIDS  issues  among  STAFFDIVs  and  OPDIVs.  OHAP  will  continue 
and  strengthen  communication  and  linkages  with  national  HTV/AIDS  organizations,  as  well  as 
the  various  regional,  State  and  local  level  constituency  groups  and  organizations,  and  will  also 
continue  to  provide  staff  support  to  the  Office  on  Women's  Health  related  to  analysis  and 
recommendations  on  HIV/AIDS  issues  for  the  Secretary's  consideration. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Office  of  HrV/AIDS  Policy  is  $994,000,  a  net  increase  of  $5,000  above 
the  FY  2003  President's  Budget.  This  level  includes  cost  savings  from  consolidating 
administrative  functions  and  implementation  of  effective  workforce  planning  and  human  capital 
management  strategies.  This  level  will  allow  OHAP  to  maintain  essentially  the  same  level  of 
activity  as  in  FY  2003. 
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OFFICE  OF  POPULATION  AFFAIRS/ 
ADOLESCENT  FAMILY  LIFE 


FY  2002 


FY  2003 


FY  2004 


Increase  or 


Actual 


President's  Budget 


Estimate 


Decrease 


Budget  Authority 
FTE 


$28,924,000 
17 


$31,124,000 
17 


$31,241,000 
17 


+$117,000 


Purpose  and  Method  of  Operations 

The  Adolescent  Family  Life  (AFL)  program,  authorized  in  1981  under  title  XX  of  the  Public 
Health  Service  Act,  is  administered  and  directed  by  the  Office  of  Population  Affairs.  AFL 
provides  a  comprehensive,  innovative  and  integrated  approach  to  the  delivery  of  care  services 
for  pregnant  and  parenting  adolescents,  and  prevention  services  that  promote  abstinence  from 
sexual  activity  among  unmarried  teens. 

The  AFL  program  supports  two  types  of  demonstration  programs:  (1)  prevention  demonstrations 
to  develop  and  test  curricula  that  provide  abstinence  education  designed  to  encourage 
adolescents  to  postpone  sexual  activity,  and  (2)  care  demonstrations  to  develop  and  test 
interventions  with  pregnant  and  parenting  teens  in  an  effort  to  ameliorate  the  effects  of  too-early- 
childbearing  for  teen  parents,  their  babies  and  their  families.  The  AFL  program  also  provides 
support  for  research  projects  into  the  causes  and  consequences  of  adolescent  premarital  sexual 
relations,  adolescent  pregnancy  and  parenting. 

The  AFL  program  supports  the  Administration  priorities  of  promoting  abstinence  education  and 
eliminating  racial  and  ethnic  disparities  in  health  by  ensuring  a  healthy  start  for  all  children.  The 
AFL  prevention  projects  stimulate  the  development  and  implementation  of  programs  to 
encourage  adolescents  to  choose  abstinence. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  AFL  is  $31,241,000,  a  net  increase  of  $1 17,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  consolidating  administrative 
functions  and  implementation  of  effective  workforce  planning  and  human  capital  management 
strategies. 

This  funding  level  witl  enable  the  AFL  program  to  continue  ongoing  abstinence  education 
projects  to  pre-adolescents  and  adolescents,  both  male  and  female,  with  the  message  that 
abstinence  is  the  most  effective  means  of  preventing  pregnancy.  These  projects  will  focus  on 
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postponing  sexual  activity  to  prevent  adolescent  pregnancies  and  repeat  pregnancies  as  well  as 
Sexually  Transmitted  Diseases  (STDs)  and  HIV/AIDs.  These  projects  will  concentrate  on 
reducing  other  health  risks  among  pre-adolescents  and  adolescents,  such  as  tobacco,  alcohol, 
drugs  and  violence.  Additionally,  these  prevention  projects  teach  adolescents  refusal  skills  and 
use  age  appropriate  educational  materials  that  emphasize  and  promote  the  abstinence  message. 

The  AFL  program  will  continue  ongoing  efforts  to  provide  services  to  pregnant  and  parenting 
teens,  their  infants  and  families,  partners,  as  well  as  emphasize  the  prevention  of  repeat 
pregnancies,  focus  on  education  to  reduce  the  incidence  of  STDs  and  HIV/ AIDS  and  the 
continuation  of  education,  safe  housing,  job  placement,  adolescent  health  behaviors,  including 
smoking,  alcohol,  substance  abuse  and  violence  as  well  as  on  services  to  young  fathers. 

The  AFL  program  will  continue  its  technical  assistance  training  efforts  to  all  management  and 
front-line  staff  of  existing  grantees.  This  training  will  provide  the  management  and  front  line 
grantee  staff  with  current  knowledge  of  program  requirements,  and  recent  findings  on  pregnancy 
prevention  in  adolescent  and  STD  and  HIV  prevention  activities.  These  training  efforts  further 
fine  tunes  the  skills  of  management  and  front  line  grantee  staff  to  conduct  more  effective 
programs. 
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ADOLESCENT  FAMILY  LIFE 
Program  Data 


FY  2002 
Actual 


FY  2003 
Estimate 


No. 


Amount  No. 


Amount 


FY  2004 
Estimate 
No.  Amount 


PROGRAM  FUNDING: 
Demonstration  Grants  (Title  XX): 

-Prevention  (Abstinence)   1           $220,000  5        $1,000,000  5 

-Care    46        12.870.000  50         14.063,000  50 

Subtotal,  Demo  Grants   47        13,090,000  55         15,063,000  55 

Prevention  -Title  V:  Welfare  Reform 
(Abstinence): 

-Pilot  Projects    0                    0  0                    0  0 

-Demonstration  Projects    55         11.800.000  55         11,800.000  55 

Subtotal,  Welfare  Reform   55         11,800,000  55         11,800,000  55 

Research/Agreements/TA   3          1.808.000  4          1,808.000  4 

-Subtotal    105       $26,698,000  114         28,671,000  114 

Support  Costs   2.226.000  -  2.453.000 

TOTAL..   $28,924,000  $31,124,000 

Total  Abstinence  Prevention  -  56  ($12,020,000)  60  ($12,800,000)  60 
Titles  V  &  XX  (non-add) 

CLIENTS  SERVED: 
Demonstration  Grants: 

-Prevention    1               2,214  5              11,071  5 

-Care   46              25,220  50              27,400  50 

-Prevention/Care    ^0                 z_0  ^0                  ^0  ^0 

-  Subtotal    47              27,434  55              38,471  60 

Prevention  (Welfare  Reform): 

-Pilot  Projects    —                  —  —                  —  — 

-Demonstration  Projects    _55              74.800  55              74.800  55 

in?^d  i  in            m  971  ns 


$1,000,00C 
14.063.00( 
15,063,0(X 


11.800.00C 
11,800,00( 

1.808.000 
28,67 1,00( 

-  2.570.00( 
$3 1,241, (XX 

($12,800,000 


11,071 
27.40C 
?! 
38,471 


74J0C 
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Grants  are  awarded  at  the  end  of  the  fiscal  year;  therefore,  clients  receive  services  in  the  next 
fiscal  year.  The  "Client  Served"  data  reflect  the  number  of  clients  service  utilizing  the 
respective  fiscal  year  funds,  which  is  typically  dispersed  during  the  following  year. 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  97 


200 


General  Departmental  Management 


OFFICE  OF  DISEASE  PREVENTION  AND  HEALTH  PROMOTION 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$7,048,000 
25 


$7,589,000 
25 


$7,620,000 
25 


+$31,000 


Purpose  and  Method  of  Operations 

The  Office  of  Disease  Prevention  and  Health  Promotion  (ODPHP)  provides  leadership, 
coordination  and  policy  development  for  public  health  and  prevention  activities  within  OPHS. 
Its  central  mandates  are  to  assist  the  ASH  and  OS  in: 

•  Coordinating  health  promotion  and  disease  prevention  activities,  especially  those  related 
to  the  President's  Healthier  US  initiative,  the  Secretary's  Steps  to  a  Healthier  US 
initiative,  and  Healthy  People  2010. 

•  Developing  and  promoting  innovative  approaches  to  communicating  health  information, 
as  part  of  the  emerging  national  health  information  infrastructure;  and 

Addressing  cross-cutting  public  health  issues  in  public  health  and  science. 

ODPHP  coordinates  Healthier  US  and  Steps  to  Healthier  US  on  behalf  of  the  Department. 
Together,  these  initiatives  focus  both  on  preventing  disease  by  addressing  major  risk  factors 
(such  as  physical  inactivity  and  poor  nutrition)  and  on  reducing  the  burden  of  disease  through 
appropriate  health  screenings  and  prevention  of  secondary  conditions.  The  Secretary's  initiative 
will  have  a  special  emphasis  on  diabetes,  obesity,  and  asthma.  ODPHP  also  coordinates  the 
implementation  of  Healthy  People  2010.  Healthy  People  2010  (HP)  supports  the  President's 
Healthier  US  initiative  by  offering  specific  goals  across  a  range  of  health  areas.  Through 
concrete  objectives  and  measurable  targets,  it  provides  a  framework  for  programs  necessary  to 
achieve  the  President's  vision. 

A  key  component  of  ODPHP's  mission  is  to  provide  leadership  in  consumer  health  information, 
with  an  emphasis  on  coordinated  approaches  with  the  public  health  and  health  care  communities. 
ODPHP  manages  www.healthfinder.gov.  the  Federal  government's  award-winning  health 
information  portal,  which  provides  the  public  with  the  Internet-based  information  necessary  to 
make  informed  health-related  decisions.  ODPHP  provides  lead  staff  for  HHS-wide  committees 
examining  the  emerging  national  health  information  infrastructure.  Underlying  all  of  ODPHP's 
activities  are  the  scientific  and  technical  staff  necessary  to  carry  out  its  mandate.  ODPHP  must 
have  sufficient  scientific,  medical,  public  health  and  technical  capacity  to  adequately  support  the 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  98 


201 


 General  Departmental  Management  

Administration's  health  promotion  and  disease  prevention  activities,  priorities  and  programs. 
Examples  of  ODPHP's  accomplishments  over  the  last  several  years  include  the  following: 

In  FYs  2001-2002,  ODPHP  developed  and  signed  six  Memorandum  of  Understanding  (MOU) 
partnerships  regarding  HP.  The  significance  of  these  MOUs  is  that  the  board  of  directors  or 
house  of  delegates  of  each  organization  has  passed  a  resolution  to  support  HP  2010,  adopt  2010 
objectives  or  embrace  HP  as  a  strategic  plan,  and  is  now  formally  working  with  the  Department 
to  achieve  the  HP  2010  goals.  In  FYs  2003  and  2004,  up  to  six  new  MOUs  will  be  developed  in 
support  of  Healthier  US  and  Steps  to  a  Healthier  US.  In  FY  2001,  ODPHP  provided  micro- 
grants  to  two  intermediaries  (North  Carolina  and  Connecticut)  to  provide  small  grants  to 
communities  for  the  purpose  of  demonstrating  community  involvement  in  implementation  and 
achieving  HP  goals  and  objectives.  To  date,  more  than  200  local  groups  have  been  scheduled  for 
funding.  Results  from  evaluations  of  these  pilot  programs  will  be  available  in  FYs  2003  and 
2004.  Preliminary  feedback  is  very  promising. 

In  FY  2002,  ODPHP  has  initiated  Healthy  People  2010  progress  reviews  to  engage  the  ASH, 
lead  agencies,  and  other  Federal  agencies  in  a  dialogue  on  HP  2010  progress,  challenges,  and 
strategies.  These  will  continue  in  FYs  2003  and  2004.  ODPHP  also  convened  State  Healthy 
People  coordinators  to  share  successful  experiences  in  implementing  HP  at  the  State  level  and 
identify  common  concerns  and  solutions. 

In  FY  2001-02,  ODPHP  led  the  development  and  release  of  the  Surgeon  General's  Call  to 
Action  on  Overweight  and  Obesity,  establishing  this  issue  as  the  leading  public  health  challenge. 
In  FY  2003  and  2004,  ODPHP  will  strengthen  partnerships  around  these  issues  as  part  of  its 
support  for  Healthier  US.  It  will  also  lead  the  interagency  effort  to  develop  the  next  Dietary 
Guidelines  for  Americans. 

In  FY  2002,  in  conjunction  with  a  wide  range  of  external  experts,  ODPHP  developed 
Communicating  Health,  a  set  of  action  plans  for  achieving  the  Healthy  People  2010  objectives 
for  health  communication.  In  FY  2003  and  2004,  ODPHP  will  convene  stakeholders  to 
implement  these  plans. 

In  FY  2002,  ODPHP  led  the  staff  of  the  National  Committee  on  Vital  and  Health  Statistics 
Workgroup  on  the  National  Health  Information  Infrastructure  (NHII)  and  published  the 
Workgroup's  report,  Information  for  Health:  a  Strategy  for  building  the  national  health 
information  infrastructure.  In  2003  and  2004,  ODPHP  will  work  to  strengthen  the  prevention 
component  of  the  NHH  activities. 

In  FY  2002,  the  Deputy  Secretary  launched  ODPHP's  new  Internet  resources  for  American 
Indians  and  Alaska  Natives  on  the  award-winning  healthfinder.gov  Web  site  in  recognition  of 
Native  American  Heritage  Month.  In  FY  2003,  ODPHP  will  develop  similar  special  resources 
for  Asian  Americans  and  Pacific  Islanders  for  Asian  American  Heritage  Month. 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  99 


202 


 General  Departmental  Management  

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  ODPHP  is  $7,620,000,  a  net  increase  of  $31,000  above  the  FY  2003 
President's  Budget.  This  level  includes  cost  savings  from  consolidating  administrative  functions 
and  implementation  of  effective  workforce  planning  and  human  capital  management  strategies. 
This  level  will  allow  ODPHP  to  maintain  essentially  the  same  level  of  activity. 
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OFFICE  OF  DISEASE  PREVENTION  AND  HEALTH  PROMOTION 


Program  Data 


FY  2002 
Actual 

FY  2004 
Estimate 

Activity 

FY  2003 
Pres  Budget 

Change 

HEALTHY  PEOPLE  AND 

COMMUNITIES  1/ 
Healthier  US  outreach, 

coordination;  HP  coordination                  $915,000      $1,000,000  $1,000,000 
LHI  Reviews  and  Annual  Report  . .              100,000  - 
Other  (personnel,  overhead, 

expenses)                                           1,790,560        2,219,560        2,236,560  +17,000 

Subtotal                                   2,805,560        3,219,560        3,236,560          -hi  7,000 

PREVENTION 

COMMUNICATION 
healthfinder,  other  websites,  NHIC 

21                                                  1,650,000        1,650,000  1 
Communication  Support  Contract  .             642,000  710,400 

Other  (personnel,  etc.)                              842,520  884,520 

Subtotal                                  3,134.520        3,244,920  3 

,650,000 
710,400 

891,520  +7,000 
251,920           +  7,000 

NUTRITION,  CLINICAL  AND 
ENVIRONMENTAL  HEALTH: 

Luther  Terry  Fellow  3/                             200,000  200,000 

Scientific  updates,  incl.  Dietary 

Guidelines  for  Americans  4/   30,400 

Other  (personnel,  etc.)                               877,520  924,520 

Subtotal                                    1.107.920        1.124.520  1 

200,000 

931,520  +7,000 
131.520  +7.000 

TOTAL 

$,7,048,000       $7,589,000       $7,620,000  +$31,000 

Text  Notes 

1  /       Includes  Healthier  US,  Steps  to  a  Healthier  US,  Healthy  People  20 1 0,  worksite,  and 
communities. 

21        NHIC  (the  National  Health  Information  Center)  is  a  health  information  referral  service  and  key 

support  component  of  healthfinder. 
3/        Agreement  with  the  Association  of  Teachers  of  Preventive  Medicine  (FY  200 1 )  includes  health 

policy  experience  for  physicians  and  related  activities. 
4/       Dietary  Guidelines  work  will  be  done  using  evaluation  set-aside  funds  in  FY  2003. 
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OFFICE  OF  DISEASE  PREVENTION  AND  HEALTH  PROMOTION 


Workload  Data 


Activity 

FY  2002  Actual 

FY  2003  Pres.  Budget 

FY  2004  Estimate 

Healthy  People  and 
Leading  Health 
Indicators 

Implementation  and 
Outreach 

5  HP2010  Progress 
Reviews;  4-6  new 
MOUs  with  HP  2010 
partners;  co-sponsor 
National  Public 
Health  Week;  micro- 
grants  program 
continued;  Leading 
Health  Indicator 

Coordinate,  integrate 
and  leverage  HHS- 
wide  prevention 
initiatives  on  behalf  of 
President's  Healthier 
US  initiative  and 
Secretary's  Steps  to  a 
Healthier  US  initiative; 
Healthier  US  Summit; 
4  new  MOUs  with 

Coordinate,  integrate 
and  leverage  HHS- 
wide  prevention 
initiatives  on  behalf  of 
the  President's 
Healthier  US  initiative 
and  the  Secretary's 
Steps  to  a  Healthier  US 
initiative;  Healthier  US 
Summit;  2  new  MOUs 

national  and  State 
data  produced; 
HP2010  State 
Contacts  conference; 
HP20 10  Health 
Communication 
action  plans 

prevention  partners;  4 
issues  of  Prevention 
Report  in  support  of 
Healthier  US;  co- 
sponsor  National 
Public  Health  Week; 
micro-grants  program 
continued;  HP2010 

with  non-traditional 
prevention  partners;  4 
issues  of  Prevention 
Report  in  support  of 
Healthier  US;  co- 
sponsor  National 
Public  Health  Week; 
HP20 10  Progress 

developed. 

Progress  Reviews 
continued. 

Review  continued. 

Prevention 
Communications, 
including  electronic 
health  communication 

15  million  Web  site 
visits;  8  meetings;  8 
technical  assistance 
presentations; 
development  and 
publication  of 

18  million  Web  site 
visits;  2  Health 
Communication 
meetings;  8  eHeatth 
presentations;  special 
healthfmder.gov 

23  million  Web  site 
visits;  4  eHealth 
technical  assistance 
presentations;  health 
communication  and 
eHealth  stakeholders 

Information  for  Health: 

section  on  Asian 

meeting;  enhancements 

a  Strategy  for  Building 
the  National  Health 
Information 
Infrastructure;  special 
healthfinder.gov 
section  for  American 
Indians  and  Alaska 
Natives. 

Americans  and  Pacific 
Islanders;  enhanced 
Healthier  US  Website. 

to  Healthier  US 
Website. 
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Dietary  Guidelines  for 

Advisory  committee 

Committee  meetings, 

Americans  (in  FY 

created  and  convened; 

report  drafted; 

2004,  evaluation  funds 

2  meetings 

consumer  testing  of 

will  be  used) 

messages;  final  report 

production 
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PRESIDENT'S  COUNCIL  ON  PHYSICAL  FITNESS  AND  SPORTS 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$1,136,000 
8 


$1,223,000 
8 


$1,230,000 
8 


+$7,000 


Purpose  and  Method  of  Operations 

Created  in  1956,  the  President's  Council  on  Physical  Fitness  and  Sports  (PCPFS)  serves  as  a 
catalyst  to  promote,  encourage,  and  motivate  the  development  of  physical  activity/fitness  and 
sports  participation  for  all  ages.  PCPFS 's  signature  program,  the  President's  Challenge  Awards 
Program,  encourages  all  Americans  age  6  and  older  to  become  and  stay  active,  fit  and  healthy. 
In  addition  to  overseeing  and  monitoring  the  President's  Challenge,  PCPFS  works  closely  with 
individual  citizens,  civic  groups,  the  private  sector  and  other  Federal  and  public  agencies  to 
promote  and  increase  physical  activity  and  fitness  across  the  nation. 

To  respond  to  the  President's  Healthier  US  initiative  and  the  Secretary's  Prevention  program,  as 
well  as  the  overweight/obesity  and  physical  inactivity  epidemics,  PCPFS  will  play  a  lead  role  in 
developing  a  collaborative  national  action  plan  and  implementation  strategy,  enhancing  physical 
activity  participation  and  evaluation. 

With  more  than  60  percent  of  American  adults  currently  overweight,  the  US  health  leadership 
now  recognizes  that  increased  obesity  has  become  one  of  the  most  important  public  health 
problems  facing  the  nation.  It  is  estimated  that  the  premature  loss  of  life  from  overweight  and 
obesity  could  soon  meet  or  exceed  the  loss  associated  with  smoking.  A  key  prevention  activity 
related  to  this  epidemic  disease  is  to  increase  the  amount  and  quality  of  physical  activity  in  the 
US,  especially  among  youth  and  seniors.  Increasing  physical  activity  is  a  key  prevention 
strategy  related  to  the  health  consequences  of  heart  disease  (the  leading  cause  of  death  in  the 
US),  certain  cancers,  diabetes,  osteoporosis  and  other  serious  health  conditions. 

In  conjunction  with  the  Department's  Initiative  to  Eliminate  Racial  Disparities  in  Health,  PCPFS 
intends  to  increase  outreach  efforts  for  the  President's  Challenge  Awards  program  via  a  free 
interactive  website.  This  effort  will  target  youth  populations  which  are  currently  under- 
represented  in  the  programs  (i.e.,  inner  city  and  home-schooled  youth),  as  well  as  other  at-risk 
populations,  including  seniors,  disabled  individuals,  and  those  at  risk  of  developing  or  currently 
suffering  from  chronic  disease  conditions  linked  with  physical  inactivity.  PCPFS  plans  to  design 
and  offer  technical  advice  on  implementing  programs  to  encourage  prolonged  commitment  to 
physical  activity,  specifically  targeting  these  populations.  These  efforts  will  entail  increased  use 
of  Council  members  and  professional  staff  for  public  speaking,  media  campaigns,  other  public 
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events,  as  well  as  high  level  task  forces,  to  encourage  increased  adoption  and  maintenance  of 
physical  activity  and  fitness. 

In  FY  2002,  PCPFS  introduced  the  Presidential  Active  Lifestyle  Award  and  Presidential  Adult 
Active  Lifestyle  Award  as  part  of  the  President's  Challenge  Awards  Program.  These  activity- 
centered  awards  are  noncompetitive,  and  can  be  used  both  within  and  outside  organized  settings 
by  individuals  of  all  ages. 

In  FY  2002,  PCPFS  established  several  new  formal  partnership  agreements  with  both  public  and 
private  entities  that  involve  the  creation  or  enhancement  of  initiatives  aimed  at  increasing 
physical  activity  participation  among  various  populations. 

In  FY  2003  and  FY  2004,  PCPFS  plans  to  substantially  increase  the  number  and  variety  of 
Americans  participating  in  the  Presidential  Awards  Program,  and  to  consolidate  existing 
informational  materials.  PCPFS  will  enhance  current  efforts  to  collect  and  disseminate 
information  about  best  practices  in  physical  activity  promotion. 

PCPFS  will  also  produce  supplementary  publications  that  target  various  audiences  (children, 
teens,  adults,  seniors,  people  with  disabilities,  health  conditions  and  health  disparities)  and  that 
promote  awareness  and  adoption  of  the  prevention  behaviors  outlined  in  the  President's 
Healthier  US  initiative. 

PCPFS  will  significantly  enhance  its  existing  website,  www.fitness.gov>  through  integration  with 
other  Federal  physical  activity  and  health  resources,  and  will  also  enhance  the  President's 
Challenge  website  through  the  addition  of  interactive  features  designed  to  increase  participation 
in  physical  activity  by  all  audiences. 

In  FY  2003  and  FY  2004,  Council  members  will  be  called  upon  more  frequently  to  expand  the 
reach  and  scope  of  the  message.  Specifically,  Council  members  will  increase  their  public 
speaking  engagements  and  expand  their  involvement  in  creating  and  enhancing  physical  activity 
initiatives  throughout  the  country,  to  target  populations  where  disparities  or  special  health  risks 
have  been  identified,  such  as  those  with  high  incidences  of  obesity,  diabetes,  heart  disease  and 
asthma.  Council  members  will  also  assist  in  hosting  a  series  of  local  events  that  spotlight  best 
practices  in  physical  activity  promotion,  and  highlight  local  physical  activity  resources.  It  is 
anticipated  that  the  PCPFS  will  hold  two  Council  meetings  per  fiscal  year. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  PCPFS  is  $1,230,000,  a  net  increase  of  $7,000  above  the  FY  2003 
President's  Budget.  This  level  includes  cost  savings  from  consolidating  administrative  functions 
and  implementing  effective  workforce  planning  and  human  capital  strategies.  This  level  will 
allow  PCPFS  to  maintain  essentially  the  same  level  of  activity. 
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OFFICE  OF  MINORITY  HEALTH 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$49,546,000 
68 


$46,329,000 
69 


$47,010,000 
69 


+$681,000 


Purpose  and  Method  of  Operations 

The  Office  of  Minority  Health  (OMH)  was  established  in  statute  by  the  Disadvantaged  Minority 
Health  Improvement  Act  of  1990  (PL  101-527)  and  reauthorized  under  the  Health  Professions 
Education  Partnerships  Act  of  1998,  (PL  105-392).  Its  role  is  to  coordinate  and  monitor 
activities  and  existing  policies  across  the  HHS  that  relate  to  the  following  with  respect  to  racial 
and  ethnic  minority  populations:  disease  prevention,  health  promotion,  service  delivery,  and 
research.  It  also  provides  national  leadership  in  minority  health;  develops  and  implements  new 
policies  to  improve  minority  health;  partners  with  States  and  communities;  develops  and 
implements  data  policy;  and  develops  and  disseminates  information. 

Since  1 986,  OMH  has  been  the  Federal  focal  point  for  minority  health  issues  in  the  United 
States.  The  overall  mission  of  OMH  is  to  improve  the  health  status  and  quality  of  life  for  racial 
and  ethnic  minority  populations  in  the  US,  by  building  local  capacity  for  addressing  health  and 
human  service  problems.  Therefore,  OMH  performs  an  important  role  in  addressing  the  health 
status  of  American  minority  populations,  which  continues  to  lag  behind  the  health  status  of  the 
US  population  as  a  whole.  The  focus  of  OMH's  efforts  is  to  eliminate  health  disparities  that 
disproportionately  affect  racial  and  ethnic  minorities.  OMH  assures  that  health  decision-makers 
are  informed  and  educated  about  racial  and  ethnic  health  disparities  and  that  appropriate  policies 
and  programs  are  developed  to  eliminate  such  disparities. 

OMH's  mission  is  thus  directly  related  to  the  third  theme  of  the  HHS  Strategic  Plan  for 
FYs  2003-2008,  "Closing  the  Gaps  in  Health  Care,"  specifically  Objective  3.4,  "Eliminate  racial 
and  ethnic  health  disparities."  In  FY  2004,  OMH  will  continue  service  demonstration  projects 
to  identify  difficulties  in  access,  quality  and  outcomes  of  care  and  develop  better  strategies  to 
improve  services  for  racial  and  ethnic  minority  populations,  including  limited  English-speaking 
individuals.  OMH  will  also  disseminate  information  on  effective  strategies  for  eliminating 
disparities  identified  and  developed  through  these  demonstration  projects.  With  the  requested 
program  increases,  OMH  will  raise  awareness  among  minority  communities  about  major  health 
risks  prevalent  in  racial/ethnic  populations  and  provide  access  to  information  on  how  to  reduce 
these  risks. 

To  achieve  Objective  3.4  and  in  support  of  the  Department's  Initiative  to  Eliminate  Racial  and 
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Ethnic  Disparities  in  Health,  OMH  will  continue  to  collaborate  with  HHS  agencies;  other 
Federal  departments;  State,  local  and  tribal  governments;  and  community  and  professional 
groups  to  address  broader  determinants  of  health  such  as  education,  environment,  income  and 
other  socioeconomic  factors  which  contribute  substantially  to  health  outcomes.  OMH  will 
broaden  and  strengthen  its  partnerships  with  State,  local,  and  tribal  governments;  national  and 
regional  minority  health  and  other  minority-focused  organizations;  and  minority  community- 
based  organizations  that  have  the  greatest  access  to  and  knowledge  of  racial  and  ethnic  minority 
communities.  It  will  also  support  the  Department's  effort  to  partner  with  minority  institutions  of 
higher  education. 

The  program  increases  described  below  reflect  the  best  estimates  of  funding  levels  needed  by 
OMH  to  augment  its  existing  programs,  and  to  carry  out  the  activities  in  support  of  the  HHS 
strategic  objective  of  eliminating  racial  and  ethnic  health  disparities. 

Major  OMH  activities  summarized  below  follow  the  cross-cutting  strategies  described  in  the 
OPHS  FY  2004  GPRA  plan. 

Improving  and  Influencing  Policy 

OMH  continues  to  affect  policies,  programs  and  practices  to  address  health  disparities. 
In  addition,  in  FY  2001,  with  the  use  of  One  Percent  Evaluation  funds,  OMH  completed  a 
project  to  develop  recommended  national  standards  for  culturally  and  linguistically  appropriate 
services  (CLAS)  in  health  care.  To  build  upon  the  CLAS  standards,  OMH  initiated  two  new 
evaluation  projects  at  the  end  of  FY  2001  to  pilot  test  the  standards  and  develop  cultural 
competency  curriculum  models  for  training  health  care  professionals  in  the  implementation  of 
these  standards.  These  projects  will  be  completed  in  FY  2003,  with  the  results  to  be 
disseminated  to  a  wide  range  of  health  providers,  health  care  organizations,  and  consumers. 

OMH  continued  a  number  of  activities  to  promote  the  collection  of  health  data  and  the 
strengthening  of  data  infrastructures,  in  order  to  enable  the  identification  and  monitoring  of 
health  status  among  US  racial  and  ethnic  minorities,  the  nature  and  extent  of  health  disparities 
affecting  them,  and  the  effects  of  initiatives  and  interventions  targeting  their  health  problems. 
For  example,  OMH  co-chairs  the  HHS  Data  Council's  Working  Group  on  Racial  and  Ethnic 
Data,  the  internal  advisory  group  to  the  Secretary  on  minority  health  data  and  statistics. 

In  FY  2000,  OMH  began  a  review  of  State  laws  and  regulations  which  prohibit  the  collection  of 
racial  and  ethnic  data  by  health  insurers  and  HMOs  in  the  private  market.  In  FY  2001,  Phase  I 
of  this  project-involving  the  review  of  State  laws,  regulations,  and  other  written  policies 
regarding  the  collection  of  racial  and  ethnic  data  in  health  care  -  was  completed.  OMB 's 
approval  of  the  survey  instrument  was  obtained  to  proceed  to  Phase  n,  which  involves  site  visits 
to  States  for  an  in-depth  review  of  State  policies  and  practice  regarding  the  collection,  reporting 
and  use  of  racial  and  ethnic  data  by  health  insurers  and  Managed  Care  Organizations.  In  FY 
2003,  OMH  will  complete  site  visits  to  20  States.  The  executive  summary  and 
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recommendations  will  be  widely  distributed  to  representatives  from  national,  State,  and  local 
government,  private,  non-profit  and  community-based  organizations,  and  consumers,  and  be 
available  on  the  OMH  Resource  Center  (OMHRC)  and  related  websites.  The  findings  will  be 
critical  in  clarifying  State  policies  on  collection  of  racial  and  ethnic  data. 

In  FY  2001,  OMH  co-funded  a  comprehensive  study  of  HHS  data  collection  systems  and 
practices  relating  to  race  and  ethnicity  data.  Title  HI  of  the  "Minority  Health  and  Disparities 
Research  Education  Act"  directs  the  Secretary  to  contract  with  the  National  Academy  of 
Sciences  to  conduct  such  a  study  and  develop  a  report.  The  study  will  be  completed  in  FY  2002. 
OMH  will  be  central  to  the  dissemination  of  findings  and  identifying  opportunities  for  the 
implementation  of  recommendations. 

Also  in  FY  2002,  OMH  completed  a  study  to  develop  and  test  a  uniform  information/data  set 
(UDS)  for  evaluating  and  assessing  the  impacts  of  OMH-funded  activities.  The  final  report's 
executive  summary,  which  includes  technical  assistance  guidelines  for  using  the  UDS,  will  be 
disseminated  to  a  wide  audience  and  be  made  available  on  the  OMHRC  Website  and  hot-linked 
to  other  sites.  In  addition,  an  article  on  the  UDS  project  was  accepted  for  publication  in  the 
journal,  Evaluation  and  Program  Planning.  During  FY  2003,  OMH  plans  to  implement  the 
uniform  data  set  among  the  newly  awarded  OMH  grantees  and  cooperative  agreements.  This 
includes  the  completion  of  the  Web-based  demo  of  the  uniform  data  set  and  transitioning  the 
UDS  from  the  paper  forms  to  the  Web-based  version.  The  UDS  will  provide  data  to  better 
measure  the  impact  of  the  projects  on  closing  the  gap  in  racial  and  ethnic  health  disparities. 

Enhancing  the  Science  Base 

OMH  continued  in  FYs  2001  and  2002  to  foster  service  demonstration  projects,  evaluations,  and 
other  studies  of  interventions  aimed  at  improving  health  and  the  health  care  system  to  strengthen 
and  expand  the  science  base  for  decision-making,  determine  model  approaches  and  best 
practices,  and  identify  and  overcome  barriers  to  health,  as  well  as  program  and  intervention 
effectiveness. 

In  August  2000,  OMH  awarded  a  17-month  contract  to  the  Institute  of  Medicine  for  a  study 
entitled  Understanding  and  Eliminating  Racial  and  Ethnic  Disparities  in  Health  Care.  This 
study  was  mandated  by  Congress  in  FY  2000  appropriations  report  language  to  "assess  the 
extent  of  differences  in  the  kinds  and  quality  of  health  care  received  by  US  racial  and  ethnic 
minorities  and  non-minorities,  explore  factors  that  may  contribute  to  differences,  and 
recommend  policies  and  practices  that  eliminate  inequities."  The  results  of  this  study  were 
released  in  March  2002  in  a  report  entitled  "Unequal  Treatment:  Confronting  Racial  and  Ethnic 
Disparities  in  Health  Care." 

As  a  response  to  the  1999  Institute  of  Medicine's  report,  To  Err  is  Human:  Building  a  Safer 
Health  System,  and  its  follow-up  report,  Crossing  the  Quality  Chasm,  OMH  will  be  conducting 
in  FY  2003  a  study  of  the  impact  of  cultural  and  linguistic  barriers  on  patient  safety  and  medical 
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errors.  This  study  would  investigate  the  interface  between  health  care  quality  assurance  efforts 
relative  to  patient  safety/medical  errors  reduction  and  the  challenges  posed  by  cultural  and 
linguistic  factors  to  effective  physician/health  plan  staff-patient  interactions,  clinical/staff 
encounters,  and  diagnosis  and  treatment  options.  Included  in  this  study  would  be  a  focus  on  how 
such  barriers  affect  physician,  staff,  and  member/patient  comprehension  and  member/patient 
compliance  with  care  and  treatment  regimens. 

In  FY  2002,  OMH  completed  the  development  of  a  research  agenda  for  cultural  competence  in 
health  care,  based  on  the  national  standards  on  culturally  and  linguistically  appropriate  services 
(CLAS)  that  OMH  developed  in  2000.  In  FY  2003,  OMH  will  be  completing  the  pilot  study  to 
identify  the  systems  features  associated  with  the  implementation  of  the  CLAS  standards  as  well 
as  a  compendium  of  best  practices  of  cultural  competence  in  public  hospitals  and  health  systems 
and  cultural  competency  curriculum  modules  for  family  practitioners. 

In  early  FY  2003,  OMH  is  expected  to  complete  its  study  of  culturally  and  linguistically 
appropriate  services  provided  by  managed  care  organizations  serving  racially/ethnically  diverse 
and  vulnerable  populations.  In  addition,  in  FY  2002  OMH  conducted  a  feasibility  study  to 
determine  whether  a  similar  type  of  study  can  be  done  at  the  consumer/beneficiary  level. 

In  FYs  2001  and  2002,  OMH  continued  to  support  its  principal  demonstration  grant  programs. 
In  FY  2001,  OMH  funded  1 1  continuations  and  9  new  projects  under  the  Bilingual/Bicultural 
Service  Demonstration  Program  to  improve  the  ability  of  health  care  providers  and  other  health 
care  professionals  to  deliver  linguistically  and  culturally  competent  health  services  to  limited- 
English-proficient  minority  populations.  These  20  projects  received  continuation  support  in 
FY  2002.  A  competitive  cycle  is  planed  for  FY  2003.  The  Minority  Community  Health 
Coalition  Demonstration  Program  supports  projects  that  address  socio-cultural  barriers  and 
demonstrate  effective  coordination  of  integrated  community-based  screening,  outreach,  and 
other  enabling  services.  A  competitive  cycle  for  this  program,  renamed  the  Community 
Programs  to  Improve  Minority  Health  Grant  Program,  was  conducted  in  FY  2001  with  1 7  new 
awards.  These  projects  received  continuation  funding  in  FY  2002  and  will  receive  continuation 
support  in  FY  2003.  In  FY  2004,  a  competitive  cycle  is  planned. 

In  FY  2001,  OMH  established  the  Health  Disparities  Grants  in  Minority  Health  Program.  The 
Program  supports  local  pilot  and  small-scale  projects,  which  address  a  wide  range  of  health 
problems  and  issues  related  to  health  disparities  in  local  minority  communities.  A  total  of  30 
projects  were  funded  in  FY  2001 ;  23  of  these  received  continuation  support  in  FY  2002.  In 
addition,  20  new  projects  received  funding  in  FY  2002.  In  addition  to  supporting  continuing 
projects,  competitive  cycles  are  planned  for  FYs  2003  and  2004. 

OMH  has  also  continued  the  programs  funded  by  the  Minority  HTV/AIDS  Initiative.  These 
include  the  Technical  Assistance/Capacity  Development  Demonstration  Program  (TA/CD)  for 
HTV/AIDS-Related  Services  in  Highly  Impacted  Minority  Communities,  the  State  and  Territorial 
Minority  HIV/AIDS  Demonstration  Program,  and  the  Minority  Community  Health  Coalition 
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Demonstration  Program  HIV/AIDS.  More  than  60  organizations  are  involved  in  these 
partnerships.  OMH  conducted  competitive  cycles  in  FY  2002  for  the  Technical 
Assistance/Capacity  Development  Demonstration  Program  (TAJCD)  for  HIV/AIDS-Related 
Services  in  Highly  Impacted  Minority  Communities,  and  the  Minority  Community  Health 
Coalition  Demonstration  Program  HIV/AIDS.  In  FY  2002,  12  new  projects  were  supported 
under  the  TAJCD  program,  16  under  the  State  and  Territorial  program,  and  17  under  the 
Coalition  program.  In  addition  to  supporting  continuing  projects  for  all  three  programs,  a 
competitive  cycle  is  planned  for  the  TAJCD  in  FY  2003. 

Strategic  Communication 

OMH  has  also  moved  to  increase  awareness  and  understanding  of  the  major  health  problems  and 
needs  of  racial  and  ethnic  minorities  and  the  nature  and  extent  of  health  disparities  between 
racial/ethnic  groups  in  the  US  through  a  wide  range  of  informational  and  educational  efforts 
aimed  at  decision-makers,  health  professionals,  those  serving  racial/ethnic  minority 
communities,  and  the  general  public. 

OMH  extended  its  health  promotion  and  communication  efforts  to  minority  consumers  and  the 
community  and  health  service  organizations  working  with  them.  During  FYs  2001  and  2002, 
OMHRC  expanded  its  new  quarterly  publication,  HIV  Impact,  and  its  already  successful  Closing 
The  Gap  newsletter.  Circulation  for  each  publication  grew  from  10,000  to  40,000  for  each 
publication  by  the  end  of  2002. 

OMHRC's  HIV  technical  assistance  team  conducted  1 1  regional  skills  building  workshops  for 
175  minority  community  organizations  in  2002,  together  with  45  technical  assistance  visits  and 
800  consultations  with  community  organizations  working  on  HIV  with  minority  populations.  In 
2004,  OMH  expects  the  team  to  conduct  regional  skills  building  workshops  reaching  300 
community  organizations,  engage  in  55  technical  assistance  visits  and  1,500  program 
consultations. 

Visitors  to  OMH's  web  site  seeking  health  information  grew  from  340,000  in  FY  2001  to 
540,000  in  FY  2002,  and  are  expected  to  reach  900,000  by  FY  2004. 

In  July  2002,  OMH  hosted  the  first  of  three  "National  Leadership  Summits"  for  eliminating 
racial  and  ethnic  disparities  in  health  to  take  place  over  the  current  decade.  The  purpose  of  these 
summits  is  to  serve  as  vehicles  for  highlighting,  promoting,  and  applying  the  knowledge, 
experience,  and  expertise  of  hundreds  of  community-based  organizations  and  partners  across  the 
Nation  towards  more  strategic,  concerted,  and  effective  actions  aimed  at  eliminating  racial  and 
ethnic  disparities  in  health.  More  than  2,200  people  attended  this  first  summit. 

In  response  to  the  State  Minority  Health  Infrastructure  Study,  OMH  conducted  a  National 
American  Indian/ Alaska  Native  Health  Forum  in  September  2002.  The  purpose  of  this  Forum  is 
to  identify  strategies  through  which  State,  tribal,  and  Federal  governments  can  complement  and 
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supplement  their  respective  health  systems  to  improve  the  health  of  Native  Americans,  including 
those  who  are  not  Federally  recognized,  and  to  identify  strategies  for  the  development  of  a 
coordinated  plan  for  elimination  of  health  disparities  impacting  American  Indian/Alaska  Native 
communities.  The  Forum  brought  together  approximately  300  participants. 

Building  Partnerships 

OMH  has  continued  to  establish  and  strengthen  networks,  coalitions,  and  partnerships  to 
identify  and  solve  health  problems  and  concerns  affecting  racial  and  ethnic  minorities.  Under 
the  State  Partnership  Initiative,  designed  to  assist  State  minority  health  entities  in  developing  or 
expanding  their  existing  infrastructure  and  capacity  to  address  racial  and  ethnic  health 
disparities,  OMH  awarded  contracts  to  1 1  States  in  FY  2002.  These  projects  demonstrate  best 
practices  and  innovative  ways  to  address  health  disparities  at  the  State  and  local  levels. 

In  2003,  OMH  will  include  projects  to  help  improve  State  public  health  entities'  ability  and 
capacity  for  communicating  and  working  with  various  racial  and  ethnic  minority  community 
organizations  to  develop  and  communicate  disaster  and  emergency  preparedness  plans.  OMH 
will  also  conduct  regional  multicultural  coalition-building  workshops  for  State  offices  of 
minority  health  to  address  the  growing  racial/ethnic  minority  populations  and  the  increasing 
disparities  in  health  care  among  the  racial/ethnic  groups  that  the  States  serve. 

In  FY  2001,  in  collaboration  with  the  Office  of  the  Assistant  Secretary  for  Public  Affairs,  OMH 
initiated  a  new  partnership  with  the  ABC  Radio  Networks  and  ABC  Radio's  Urban  Advantage 
Network  to  begin  planning  "Closing  the  Health  Gap,"  a  campaign  to  bring  the  best  HHS  health 
information  to  African  American  consumers  and  radio  listeners.  Announced  in  November  2001, 
the  partnership  produced  and  aired  broadcast  health  messages  on  ABC's  Urban  Advantage  Radio 
Network  and  programs  including  the  Tom  Joyner  Morning  Show  throughout  FY  2002. 
Messages  were  heard  on  250  broadcast  stations  across  the  country.  HHS  and  ABC  sponsored 
the  first  national  Take  A  Loved  One  to  the  Doctor  Day  in  September  2002,  with  events  in  all  ten 
HHS  regions.  In  fiscal  years  2003  and  2004,  HHS  intends  to  work  with  various  broadcast 
partners  to  expand  the  Closing  the  Health  Gap  campaign  to  Hispanic  and  other  minority 
audiences  and  expand  Take  a  Loved  One  to  the  Doctor  Day  activities  to  more  communities. 
OMH  expects  broadcast  health  messages  to  be  aired  on  as  many  as  500  media  outlets. 

Lead  and  Coordinate  Key  Initiatives 

OMH  established  an  effective  mechanism  for  coordinating  the  various  HHS  minority  initiatives 
through  the  Departmental  Minority  Initiatives  Coordinating  Committee  (DMICC),  which  the 
Deputy  Assistant  Secretary  for  Minority  Health  chaired.  The  DMICC  served  as  the  coordinating 
body  for  the  Historically  Black  Colleges  and  Universities  Initiative,  the  Hispanic  Agenda  for 
Action,  the  Tribal  Colleges  and  Universities  Initiative,  and  the  Asian  Americans  and  Pacific 
Islanders  Initiative.  In  FY  2003,  OMH  intends  to  re-constitute  a  Department-level  coordinating 
committee  for  minority  health  and  health  disparities. 
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During  FY  2002,  the  Deputy  Assistant  Secretary  for  Minority  Health  led  an  effort  to  identify  key 
agency  activities  for  the  elimination  of  racial/ethnic  health  disparities  that  could  be  replicated, 
would  build  partnerships  in  HHS,  and  which  will  show  tangible  results  in  the  near  future.  Plans 
are  being  developed  and  finalized  for  infant  mortality  and  diabetes.  In  subsequent  fiscal  years, 
the  OMH  will  continue  to  coordinate  focused  and  intensified  Departmental  strategies  aimed  at 
closing  the  gaps  that  exist  by  race  and  ethnicity  for  all  groups  in  the  six  priority  health  issue 
areas  (infant  mortality,  cancer  screening  and  management,  cardiovascular  disease,  diabetes, 
HIV/AIDS,  and  child/adult  immunizations)  of  the  HHS  Initiative.  Press  releases  and  national 
efforts  towards  eliminating  racial  and  ethnic  health  disparities  will  continue  in  a  timely  fashion. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  OMH  is  $47,010,000,  a  net  increase  of  $681,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  consolidating  administrative 
functions  and  implementation  of  effective  workforce  planning  and  human  capital  management 
strategies. 

The  FY  2003  President's  Budget  included  $500,000  for  a  one  year  study,  Study  of  the  Impact  of 
Cultural  and  Linguistic  Barriers  on  Patient  Safety  and  Medical  Errors,  to  investigate  and 
highlight  the  connection  between  health  care  quality  assurance  efforts  and  challenges  and 
barriers  posed  by  communication  and  linguistic  factors.  Funds  for  this  study  are  not  required  in 
FY  2004. 

Health  Disparities  Campaign.  OMH  is  requesting  $300,000  for  a  national  Hispanic  media 
campaign  to  increase  awareness  of  the  health  disparities  between  majority  and  minority 
populations  in  the  US,  and  steps  consumers  can  take  to  assume  control  of  their  health.  Building 
on  our  already  successful  national  radio  partnership,  Closing  The  Health  Gap,  the  campaign  will 
focus  on  the  nationwide  lack  of  awareness  of  health  disparities  between  US  majority  and 
minority  populations.  Funds  would  expand  the  Closing  the  Gap  broadcast  campaign  to  focus  on 
the  Hispanic  population  in  order  to:  increase  the  public's  knowledge  of  existing  disparities; 
increase  their  willingness  to  contact  and  utilize  the  HHS  agencies  for  their  health  concerns; 
educate  them  regarding  steps  that  can  be  taken  to  improve  their  health;  and  increase  their 
awareness  of  HHS  health  information  and  HHS-funded  services.  The  principal  medium  utilized 
would  be  radio,  with  support  from  campaign  websites  and  a  small  number  of  local  health  events 
where  appropriate. 

Office  of  Minority  Health  Resource  Center.  An  increase  of  $200,000  will  enable  OMH  to 
enhance  the  operations  of  the  OMH  Resource  Center  (OMHRC)  and  its  ability  to  provide 
technical  assistance  to  OMH  grantees  and  other  minority  community  organizations.  This 
increase  will  also  allow  OMH  to  begin  delivering  educational  programming  on-line  for  HTV  and 
other  critical  health  disparities.  Funds  will  help  OMHRC  handle  an  increased  demand  for 
regional  and  on-site  HTV/ AIDS  technical  assistance  to  minority  community  organizations, 
including  those  in  rural  areas  and  for  outreach  to  faith-based  organizations.  HfV  technical 
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assistance  will  follow  trends  in  the  epidemic  (organizations  serving  youth/adolescents;  minority 
women,  especially  young  women  and  female  partners  of  HIV  drug  users;  men  who  have  sex 
with  men;  and  men  who  have  sex  with  both  men  and  women).  It  will  be  directed  to  community 
groups  and  geographic  areas  in  which  the  HIV  epidemic  is  not  receiving  sufficient  attention  (e.g. 
rural  areas,  faith-based  efforts). 
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Program  Data 


Activity 

FY  2002 
Actual 

FY  2003 
Pres.  Budget 

FY  2004 
Estimate 

Change 

CONTRACTS: 

OMH  Resource  Center  

$2,200,000 

$2,200,000 

$2,400,000 

+200,000 

900  000 

900  000 

900  000 

Center  for  Linguistic  and  Cultural 
Competency  in  Health  Care 
(CLCCHC)  

1,900,000 

1,900,000 

1,900,000 



Health  Disparities  Campaign  

— 

— 

300,000 

+300,000 

Male  Health  Project   

1,000,000 

1,000,000 

1,000,000 

-J 

Study  of  the  Impact  of  Cultural  and 
Linguistic  Barriers  on  Patient  Safety 

SOO  000 

I 

^soo  c\c\(w 

Other  Contracts  and  Interagency 
Agreements  

1,600,000 

1,600,000 

1,600,000 

Subtotal,  Contracts   

7,600,000 

8,100,000 

8,100,000 

— 

COOPERATIVE  AGREEMENTS: 

Family  and  Community  Violence 
Prevention  Program   

7,400,000 

7,400,000 

7,400,000 

Meharry  Medical  Center  

1,000,000 

1,000,000 

1,000,000 

— 

T4PV/ A  FPlQ  Cnr\nt*nti\/t>  A  nrppmpntc 

ni  v  / /-vii--'o  v^oopcraiivc  /\grccmcnia 

o  son  oon 

?  son  nnn 

9  snn  ono 

Other  Cooperative  Agreements  .... 

1,500,000 

1,500,000 

1,500,000 

Subtotal,  Coop  Agreements 

12,700,000 

12,700,000 

12,700,000 

DEMONSTRATION  PROJECTS: 

Community  Programs  to  Improve 
Minority  Health  (formerly  Minority 
Community  Health  Coalition 

2,500,000 

3,000,000 

3,000,000 

Minority  Community  Health 
Coalition  Projects  -  HIV/ AIDS  

2,500,000 

2,500,000 

2,500,000 

Btlingual/Bicultural  Demonstration 
Projects  

2,950,000 

2,950,000 

2,950,000 
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; 

FY  2002 

FY  2003 

FY  2004 

Activity 

Actual 

Pres.  Budget 

Estimate 

Change 

State  and  Territorial  Minority 

HTV/AIDS   

2,500,000 

2,500,000 

2,500,000 

— 

I  Rf* 0i Html  Rp^nitrf**  T^pfwrrHfQ 
(CBC  AIDS -Non-odd) 

(1.300,000) 

Health  Disparities  Grants 

2,200,000 

2,390,000 

2,390,000 

— 

State  Partnership  Initiative  Grant 

Program  (formally  shown  under 

Contracts)  

1,000,000 

2,500,000 

2,500,000 

— 

Technical  Demonstration  Program 

for  HTV/AIDS  

200,000 

200,000 

200,000 

— 

(LoL  AIDo  -  Non-aad) 

(6, 0(/U,(JUO) 

San  Francisco  Department  of 

Public  Health  (HIV/AIDS)  

650,000 







Access  Community  Health  Network 

100,000 







AIDS  Foundation  of  Chicago  

500,000 







Baltimore  City  Health  Department 

(HIV)   

fAA  AAA 

500,000 

— 

— 

Cleveland  Clinic  Foundation  

2,000,000 

— 

— 

— 

200,000 

_ 

_ 

Glaucoma  Caucus  Foundation 

500,000 

1AA  AAA 

1  CA  AAA 

I 

Thomas  Jefferson  University 

1,500,000 

University  of  Medicine  and 

Dentistry  

200,000 

— 

— 

— 

Subtotal,  Demonstrations  . . 

20,350,000 

16,040,000 

16,040,000 



282,000 

453,000 

+171,000 

Operating  Expenses   

8,896,000 

9,207,000 

9,717,000 

+510,000 

TOTAL,  Budget  Authority  

$49,546,000 

$46,329,000 

$47,010,000 

+$681,000 

Non-HIV/AIDS  

37,509,748 

35,668,223 

36,304,359 

+636,136 

HIV/AIDS  

12,036,252 

10,660,777 

10,705,641 

+44,864 

(CBCAIDS  -  Non-add)  .... 

(7.900.000) 
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OFFICE  OF  MINORITY  HEALTH 


Workload  Data 


FY  2002 

FY  2003 

FY  2004 

Actual 

JDbLUTialC 

Community  Programs  to  Improve  Minority  Health: 

(formerly  Minority  Community  Health  Coalition  Projects) 

17 

21 

21 

21,952 

27,111 

27,111 

Bilingual/Bicultural  Service  Demonstration  Projects: 

Number  of  Grants   

20 

23 

23 

Number  of  People  Served  

31,401 

31,473 

31,473 

Family  and  Community  Violence  Prevention  Program: 

Number  of  Cooperative  Agreements  

1 

1 

1 

Number  of  People  Served  

6,292 

6,534 

6,534 

HTV  Activities  in  Minority  Communities: 

Number  of  Grants   

32 

34 

34 

47,707 

50,689 

50,689 

Health  Disparities: 

41 

45 

63 

Number  of  People  Served  

Regional  Resource  Network: 

18,942 

20,328 

28,464 

Number  of  Cooperative  Agreements  .... 

1 

i 

i 

1,250 

1,500 

1,500 

*  Includes  1 5  projects  that  provide  services  to  community-based  organizations,  rather  than  individuals. 
NOTE:  Awards  are  issued  at  the  end  of  the  fiscal  year.  Number  of  people  projected  will  actually  be 
provided  services  in  the  following  fiscal  year. 
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OMH  RESOURCE  CENTER 

2002 

2003 

2004 

Projections  for  Inquiries: 

Telephone  and  Conferences/Mail  

10,000 

11,000 

12,000 

Mail  

1,500 

300 

300 

-2,500 

3.000 

3.800 

14,000 

14,300 

16,100 

-  World  Wide  Web 

-Hits  Web  

2,700,000 

3,200,000 

3,700,000 

-Visits  Web  

540,000 

-700,000 

-900,000 

Projections  for  Service  Deliveries: 

Regional  Skill  Building  Meetings: 

No  

10 

12 

175 

240 

Organizations  Receiving: 

Technical  Assistance   

108 

135 

160 

On  Line  Courses: 

1 

250,000 

400,000 

400,000 

Exhibit   

45 

45 

45 
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OFFICE  ON  WOMEN'S  HEALTH 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
PTE 


$26,738,465 
50 


$28,795,000 
52 


$28,908,000 
52 


+$113,000 


Purpose  and  Method  of  Operations 

The  Office  on  Women's  Health  (OWH)  was  established  in  1991  to  improve  the  health  of 
American  women  by  advancing  and  coordinating  a  comprehensive  women's  health  agenda 
throughout  HHS.  OWH  is  the  government's  champion  and  focal  point  for  women's  health 
activities  in  the  Department.  This  structure  is  consistent  with  the  overarching  central  direction  of 
the  Department's  Strategic  Plan  to  function  as  a  single  entity  -  "One  HHS." 

OWH  works  to  promote  women's  health  through  research,  health  care  services,  and  health 
education.  Its  mission  is  to  improve  the  health  and  well-being  of  women  across  the  lifespan  by 
coordinating  women's  health  programs,  promoting  health  education  and  disease  prevention, 
leading  efforts  and  fostering  partnerships  to  eliminate  health  disparities.  OWH  also: 

•  Advises  the  Secretary  and  the  Assistant  Secretary  for  Health  on  the  scientific,  medical, 
ethical  and  policy  issues  related  to  the  advancement  of  women's  health  in  the  United 
States  and  internationally; 

Supports  a  Regional  Women's  Health  Coordinator  in  each  of  the  ten  HHS  Regional 
Offices;  and 

•  Creates  educational  campaigns  and  communication  efforts  to  bring  women  in  every 
region  of  America  reliable  information  on  a  myriad  of  health  topics. 

OWH's  outreach  activities  and  programs  include  the  National  Women's  Health  Information 
Center  (www.4woman.gov  or  1-888/994  WOMAN,  TDD:  1-888-220-5446).  In  addition,  the 
Pick  Your  Path  to  Health  Campaign  is  the  Government's  only  comprehensive  health  education 
campaign  for  women  of  color.  In  FY  2003,  OWH  will  broaden  the  concepts  of  targeting  the 
underserved  by  extending  the  campaign  to  include  rural  women  and  women  with  disabilities. 

OWH  also  continues  to  be  responsive  to  the  President's  priority  health  issues,  such  as  health  care 
and  the  uninsured.  The  National  Centers  of  Excellence  (CoE)  in  Women's  Health,  which  are 
innovative,  comprehensive  and  integrated  national  model  programs  in  women's  health,  were 
established  by  OWH  in  October  1996  and  have  focused  on  efforts  to  provide  health  care  to  the 
underinsured  or  uninsured.  OWH  works  through  "armies  of  compassion"  to  extend  the 
effectiveness  and  reach  of  women's  health  activities  by  establishing  integrative  approaches  that 
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foster  partnerships  and  allow  sharing  of  resources,  expertise  and  energy  with  public  and  private 
organizations. 

"Closing  the  Gaps  in  Health  Care"  is  Goal  3  of  the  HHS  Strategic  Plan.  This  goal  can  be 
achieved  by  expanding  the  availability  of  health  services  for  populations  with  special  needs, 
including  persons  with  HTV/AIDS.  OWH's  Women  and  HTV/AIDS  Program  has  funded  small 
women's  service  organizations  and  community-based  organizations  (CBOs)  to  enhance  their 
capacity  to  deliver  HIV  prevention  and  support  care  services  to  minority  women. 

"Health  care  safety  net"  activities  are  a  component  of  the  National  Community  Centers  of 
Excellence  (CCOE)  in  Women's  Health  program,  whose  primary  mission  is  to  integrate, 
coordinate  and  strengthen  linkages  between  activities  that  are  currently  implemented  in  the 
community  to  reduce  fragmentation  in  women's  health  services,  and  to  foster  "best  practices" 
that  coordinate  and  integrate  women's  health  activities  at  the  community  level. 

OWH  actual  and  planned  accomplishments  are  consistent  with  the  goals  of  the  HHS  Strategic 
Plan  and  the  OPHS  GPRA  Measures. 

Strengthening  Prevention 

OWH  is  developing  a  Healthy  Lifestyle  Toolkit  for  Girls  and  their  Families  called 
BODYWORKS.  The  purpose  of  this  kit  is  to  provide  materials,  information,  and  suggested 
activities  to  encourage  healthy  eating  and  physical  activity  for  girls  and  their  families.  The  long 
term  goal  is  to  foster  healthy  lifestyle  habits  that  young  women  will  maintain  the  rest  of  their 
lives  to  decrease  the  risk  of  obesity  and  its  consequences.  In  addition,  OWH  is  developing  an 
awareness  campaign  for  girls  about  dietary  supplements  and  the  impact  the  media  has  on  young 
women's  attitudes  and  behavior  concerning  the  use  of  dietary  supplements. 

OWH  is  developing  web  presentation  and  school  curriculum  materials  on  Negotiating  Skills  for 
Girls  that  focus  on  teaching  girls  about  healthy  relationships,  street  safety,  and  internet  safety. 
The  materials  will  also  provide  girls  with  tools  to  resist  risky  and  unhealthy  behaviors  when  they 
are  in  situations  where  peers  many  be  engaging  in  such  activities. 

In  FY  2002,  OWH  funded  violence  against  women  programs  that  strengthened  the  prevention  of 
violence  against  women.  For  example,  the  National  Black  Women's  Health  Project  in 
Washington  DC,  a  national,  non-profit  organization  that  targets  African- American  Women  of  all 
ages  to  increase  health  awareness,  was  funded  to  develop  and  implement  an  HIV/AIDS/STDs 
and  violence  prevention  education  program  for  young  minority  women  ages  18-25.  The 
Women's  Center  in  Jacksonville,  FL,  a  community-based  nonprofit  women's  center,  was  funded 
to  provide  individual  and  group  counseling  to  women  who  are  adult  victims  of  childhood  sexual 
violence  as  part  of  a  program  that  provides  psycho-social  assessments,  individual  counseling, 
education  groups,  and  appropriate  referrals  to  community  services. 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  119 


222 


 General  Departmental  Management  

In  FY  2002,  OWH  implemented  two  violence  against  women  interagency  agreements.  One 
agreement  in  Partnership  with  the  Administration  on  Aging  (AoA),  to  formulate  a  culturally 
competent  educational  program  for  domestic  violence  in  Later  Life  as  developed  by  the  National 
Clearinghouse  on  Abuse  in  Later  Life,  a  project  of  the  Wisconsin  Coalition  Against  Domestic 
Violence  and  distributed  by  the  AARP.  The  Partnership  with  the  Administration  for  Children 
and  Families  (ACF),  Office  of  Community  Services,  provided  an  assessment  of  the  prevalence 
of  intimate  partner  violence  among  persons  with  disabilities  in  minority  and  under- served 
communities. 

OWH  partnered  with  several  OPDIVs  and  national  and  community  organizations  to  convene  the 
"National  Young  Women's  Health  Summit  2002:  Parents  as  Partners"  on  July  3 1 -August  4  in 
Washington  DC.  More  than  390  people  participated,  including  young  women  ages  12-17, 
mentors,  and  parents.  The  goals  of  the  Summit  were  to  bring  together  both  young  girls  and 
adults  to  discuss  the  issues  facing  young  girls/women,  promote  positive  images  of  young  women 
in  the  media  and  community,  promote  the  development  of  leadership  skills  through  the 
formation  of  mentoring  relationships  between  young  and  older  women,  and  establish  a  network 
for  interaction,  information,  and  community  action  for  young  girls  and  women.  Health 
information  promoting  healthy  lifestyles  was  disseminated  and  discussed  at  the  Summit. 

In  FY  2002,  OWH  increased  funding  for  its  seven  HIV/AIDS  community-based  and/or  women- 
based  organizations  in  rural  and  urban  communities  across  the  nation  to  address  gaps  in  the  care 
and  service  of  women  living  with  HTV/AJDS.  Two  programs  addressed  "Incarcerated  and 
Newly  Released  Women  wit  HTV/AIDS/STDs."  Four  programs  focused  on  "Model 
Mentorship"  partnerships  in  which  two  minority  health  organizations  provided  technical 
assistance  to  two  small  community-based  organizations  in  order  to  increase  their  capacity  for 
effective  HIV  prevention  service  delivery.  One  program  piloted  the  development  of  "HrV 
Prevention  Education  with  At-Risk  Women  in  the  Rural  South." 

Consistent  with  Goal  1  of  the  HHS  Strategic  Plan  to  "Reduce  the  major  threats  to  the  health  and 
well-being  of  Americans,"  Region  I  has  supported  educational  activities  on  cardiovascular 
disease  (CVD)  in  Women  through  work  and  funding  for  the  Maine  "Women  and  CVD  Plan  and 
Report  (2001)"  and  the  Vermont  "Women  and  Heart  Disease:  Working  Toward  Prevention 
Conference  (2002)"  which  promoted  awareness  and  prevention  strategies.  The  Region  I 
Women's  Health  Working  Group  held  quarterly  meetings  which  focused  on  obesity  and  tobacco 
use  among  women.  In  addition,  Region  vm  is  working  on  a  year-long  collaboration  with  the 
State  of  Colorado  focused  on  creative  community  approaches  to  reducing  tobacco  use  among 
women. 

All  of  the  Regional  Women's  Health  Coordinators  (RWHC)  have  developed  projects  for  access 
to  health  care  for  incarcerated  women.  These  projects  provide  public  health  information  to 
inmates  and  their  families  during  incarceration  and  after  release.  Several  of  the  RWHCs  have 
made  presentations  on  these  efforts  to  interested  groups,  including  workgroups  in  the  criminal 
justice  system. 
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In  FY  2002,  OWH  was  chosen  for  sponsorship  by  the  Ad  Council  for  a  three-year  public  service 
National  Breastfeeding  Awareness  Campaign,  which  will  result  in  40  million  dollars  of  free 
advertising  on  television,  radio,  newspapers,  and  magazines  to  increase  US  breastfeeding  rates. 

In  FY  2003,  OWH  will  continue  its  leadership  role  in  planning  and  promoting  National 
Women's  Health  Week  in  May  2003  and  is  planning  National  Women 's  Check-up  Day  during 
that  week.  In  FY  2002,  OWH  provided  leadership  for  collaborative  efforts  related  to  promoting 
National  Women's  Health  Week.  More  than  100  governors,  mayors,  and  tribal  leaders  issued 
proclamations,  several  radio  stations  hosted  call-in  shows,  and  events  were  held  around  the 
country. 

OWH  National  Women's  Health  Information  Center's  (NWHIC)  web  site,  www.4woman.gov, 
had  five  million  user  sessions  from  December  2001 -December  2002.  An  average  of  385,000 
users  per  month  visit  the  web  site,  with  and  average  of  13,705  user  sessions  per  day  during  the 
twelve-month  period.  The  site  has  received  several  prestigious  national  awards.  In  addition, 
from  December  2001 -December  2002,  there  were  44,995  phone  calls  to  NWHIC,  an  average  of 
3,750  per  month.  In  FY  2002,  1 50,000  Women's  Health  Daybooks  were  printed  and 
disseminated.  Various  women's  health  magazines  and  newspapers  have  consistently  promoted 
the  National  Women's  Health  Information  Center  in  articles. 

An  OWH  web  site,  www.4girls.gov.  provides  girls  ages  10-16  with  information  on  fitness, 
nutrition,  stress  management,  relationship  with  friends  and  family,  peer  pressure,  suicide,  drugs, 
self-esteem,  and  other  topics  in  an  interactive,  user-friendly  format.  Although  the  site  is  only 
four  months  old,  it  is  averaging  a  half  a  million  hits  per  month  and  numbers  are  steadily 
increasing. 

In  FY  2002,  OWH  sponsored  a  one-day  Women's  Institute  on  historical  implications  and 
emerging  issues  relative  to  women  and  HIV/ AIDS  during  the  US  Conference  on  AIDS, 
September  19-22,  2002. 

OWH's  National  Bone  Health  Campaign  (NBHC)  is  a  multi-year  national  campaign  to  promote 
optimal  bone  health  in  girls  9-12  years  old,  and  thus  reduce  their  risk  of  osteoporosis  later  in  life. 
The  goal  is  to  educate  and  encourage  girls  to  establish  lifelong  healthy  habits,  especially 
increased  calcium  consumption  and  physical  activity  to  build  and  maintain  strong  bones.  In 
addition  to  girls  9-12  years  old,  the  campaign  will  target  adults  who  influence  them,  including 
parents,  teachers,  coaches  and  youth  group  leaders  and  health  care  professionals.  To  help  extend 
the  reach  and  impact  of  its  messages,  the  NBHC  has  created  a  national  partnership  network  of 
Federal,  State  and  local  government  allies,  and  non-profit  organizations.  To  date,  there  have 
been  more  than  600,000  hits  on  its  award  winning  web  site,  more  than  a  million  materials  have 
been  distributed  across  the  nation,  and  there  have  been  over  20  million  references  to  the 
campaign  in  the  media. 

In  March  2002,  in  partnership  with  the  HHS  Coordinating  Committee  on  Women's  Health  and 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  121 


224 


 Genera!  Departmental  Management  

14  non-profit  organizations,  OWH  presented  a  National  Town  Hall  on  Menopause  to  highlight 
the  latest  developments  in  this  area.  Video  copies  of  the  Town  Hall  have  been  distributed  to  the 
Regional  Women's  Health  Coordinators. 

Closing  the  Health  Gaps 

Because  the  deaf  community  has  special  barriers  to  health  information,  hearing  impaired  youth 
frequently  grow  up  with  less  information  about  their  own  health  status  and  needs  than  those  who 
hear.  OWH  is  assessing  how  and  what  kind  of  health  information  deaf  girls  need  and  what 
format  they  would  like  this  information. 

"Improving  the  economic  and  social  well-being  of  individuals,  families,  and  communities, 
especially  those  most  in  need,"  is  a  critical  goal  of  the  Department's  Strategic  Plan.  OWH 
Region  VIH  actively  sought  contracts  with  several  tribal  health  organizations  and  is  currently 
funding  a  conference  on  sexual  assault  and  domestic  violence  prevention  in  Indian  country,  a 
breastfeeding  education  project  on  a  reservation,  and  a  health  screening  project  for  urban 
American  Indian  women.  In  FY  2001,  Region  VII  developed  a  regional  domestic  violence 
resource  card  for  survivors,  educators,  service  providers  and  advocates  of  domestic  violence. 
This  card  provides  a  safety  plan,  common  complaints  of  victims,  a  list  of  items  to  take  when  she 
decides  to  leave  her  perpetrator  and  recommended  questions  for  the  nurse  or  doctor.  Region  VII 
partnered  to  host  a  domestic  violence  forum  on  October  16,  2002  in  Kansas  City,  MO,  to  address 
barriers. 

In  FY  2002,  OWH  partnered  with  the  Association  of  Black  Cardiologists  to  support  pilot  heart 
disease  prevention  projects  for  women  in  six  African  American  churches  across  the  United 
States. 

OWH  has  successfully  expanded  the  Pick  Your  Path  to  Health  Campaign  for  FY  2002. 
Proposals  were  solicited  from  organizations  across  the  nation  to  implement  community-based 
programs  that  motivate,  educate,  and  empower  women  to  take  small  steps  to  improve  their 
health  and  quality  of  life.  Awards  were  made  to  1 3  organizations  in  September  2002,  in  various 
cities  across  the  country.  Targeted  audiences  include  African  Americans,  Latinas,  Asian 
Americans,  Native  Americans,  incarcerated  women,  rural  women  and  homeless  women.  Two 
additional  pocket  planners  will  be  produced  during  FY  2003  to  reach  women  living  in  rural  areas 
and  women  with  disabilities. 

In  FY  2002,  OWH  provided  conference  support  funds  to  various  organizations  and  associations 
to  increase  the  awareness  of  health  issues  regarding  women  of  color,  women  in  rural 
communities,  and  disadvantaged  women.  OWH  also  provided  support  and  participated  in  the 
planning  and  coordination  of  the  National  Hispanic  Health  Leadership  Summit,  August  15-17, 
2002,  in  San  Antonio,  Texas.  This  was  a  working  and  planning  summit  to  provide  policy 
recommendations  to  improve  the  health  of  the  diverse  Hispanic  communities  in  the  United 
States. 
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OWH's  Minority  Women's  Health  Panel  of  Experts  completed  its  selection  of  new  members. 
Thirty  members  represent  all  five  racial/ethnic  groups  (African  American,  Asian  American  and 
Pacific  Islander,  Native  Hawaiian,  Native  American,  and  Hispanic).  This  panel  continues  to 
assist  OWH  in  promoting  health  education  and  eliminating  health  disparities. 

In  FY  2002,  OWH  and  Spelman  College,  an  historically  black  college  in  Atlanta,  GA,  initiated 
the  Spelman  College  Health  and  Wellness  Initiative,  which  aims  to  increase  awareness  of 
African  American  women's  health  issues  for  the  student  body  and  increase  physical  fitness, 
nutrition,  and  the  spiritual  health  of  the  student.  An  intervention  study  will  provide 
recommendations  for  further  utilization  and  study. 

Strengthening  the  Public  Health  Infrastructure 

In  a  recently  completed  comprehensive  two-year  qualitative  and  quantitative  evaluations  of 
OWH  Centers  of  Excellence  (CoE)  program,  the  national  designation  was  found  to  have  a 
significant  impact  on  widening  the  scope  of  women's  health  within  the  institution  and  in 
developing  and  reinforcing  multidisciplinary  practices  across  the  CoE  components.  CoE 
patients  were  more  satisfied  with  their  care  and  received  significantly  more  screening  tests  and 
counseling  services  than  women  in  national  and  local  benchmark  comparisons.  In  FY  2003, 
these  data  will  be  compared  to  similar  surveys  already  conducted  by  the  Veterans' 
Administration  Women's  Health  Centers. 

To  further  expand  the  Community  Centers  of  Excellence  in  Women's  Health  (CCOE)  program, 
five  new  CCOE  awards  were  made  in  September  2002.  In  FY  2000,  OWH  funded  three  new 
CCOE's  -  one  rural  and  two  urban  centers.  In  an  effort  to  increase  the  geographic  distribution  of 
the  CCOE  model,  OWH  awarded  four  new  CCOEs  in  FY  2001  -  two  rural  and  two  urban.  One 
center  targets  predominantly  Asian  American  and  Pacific  Islanders,  one  serves  a  large  elderly 
population,  and  two  are  located  in  a  region  that  did  not  have  a  National  Centers  of  Excellence  in 
Women's  Health  (CoE)  program. 

Since  1996,  the  CoEs  have  been  working  to  provide  an  integrated  system  of  women's  health  care 
(one-stop  shopping)  for  women  throughout  the  academic  healthcare  system.  In  2000,  the 
CCOEs  joined  the  CoEs  in  providing  the  same  integrated  system  of  women's  health  care  at  the 
community  level.  The  CCOEs  and  CoEs  are  currently  developing  joint  community  outreach 
projects  covering  four  topic  areas:  domestic  violence,  healthy  girls/healthy  relationships,  heart 
disease  and  menopause  based  upon  unmet  needs  in  their  respective  service  catchment  areas. 
Future  joint  projects  will  target  such  areas  as  diabetes,  obesity,  HIV/AIDS,  and  women's  cancers. 

In  addition,  OWH  is  currently  conducting  an  evaluation  of  these  joint  projects  in  an  effort  to 
objectively  document  the  process  and  outcome  of  the  two  programs  working  together  to  provide 
integrated  health  services  to  women  in  their  respective  targeted  communities. 

OWH  provided  2002  violence  against  women  funds  to  the  University  of  Maine,  School  of  Social 
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Work,  to  develop  a  curriculum  module  for  schools  focusing  on  the  abuse  of  women  with 
disabilities.  The  goal  of  this  curriculum  is  to  cut  across  social  work  content  areas  (human 
behavior  and  the  social  environment,  direct  practice,  macro-practice,  research,  and  field). 
Deliverables  would  include  a  written  component  and  a  CD  Rom  for  instructors  to  use  to 
integrate  material  into  the  classroom. 

Finally,  OWH  served  as  the  coordinating  agency  for  the  HHS  Women's  Health  Time  Capsule 
Initiative.  Working  with  other  Departmental  agencies  to  ensure  the  Department  spoke  with  one 
voice,  a  "significant  accomplishments  in  women's  health  during  the  past  century"  document  was 
prepared.  In  addition,  items  that  made  a  difference  in  women's  health  were  enclosed  in  a  time 
capsule  and  placed  on  the  campus  of  the  National  Institutes  of  Health  (NIH).  The  time  capsule 
was  registered  with  the  International  Time  Capsule  Society  and  archived  at  the  NIH.  It  is 
scheduled  to  be  opened  in  the  year  21 00. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  OWH  is  $28,908,000,  a  net  increase  of  SI  13,000  above  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  consolidating  administrative 
functions  and  implementation  of  effective  workforce  planning  and  human  capital  management 
strategies. 

Transformation  of  the  Centers  for  Excellence.  By  redirecting  funds,  OWH  will  provide 
$2,860,000  to  support  a  Centers  of  Excellence  Transformation.  The  funds  will  be  principally 
used  to  expand  the  Centers  of  Excellence  program  to  include  a  specific  focus  in  rural  areas  and 
other  geographic  areas  where  the  current  Centers  do  not  have  sufficient  reach,  and/or  to  establish 
new  Centers  where  indicated,  to  address  a  range  of  prevention  issues.  Some  of  the  funds  may  be 
used  to  transform  existing  centers  into  goal-driven,  prevention-oriented  programs. 
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OFFICE  ON  WOMEN'S  HEALTH 
Program  Data 


Activity 

FY  2002 
Actual 

FY  2003 
Pres  Budget 

FY  2004 
Estimate 

Change 
+/-  03 

Centers  of  Excellence 

— 

— 

$2,860,000 

+$2,860,000 

National  Centers  of  Excellence  . . . 

$790,000 

$1,950,000 

1,950,000 

— 

National  Community  Centers  of 

T*  y  r*  p  1 1  f*t\  f  f» 

1  720  000 

2  250  000 

2  250  000 

CoE/CCoEs  Joint  Projects  

990,000 

100,000 

100,000 

— 

Evaluation  of  Newly  Awarded 
CoE's  

310,000 

400,000 

400,000 

— 

Eating  Disorders  

206,000 

425,000 

425,000 

1,154,000 

1,540,000 

-1,540,000 

Adelphi  Breast  Cancer  (earmark) . . 

50,000 

— 

— 

— 

4Girl  Power!  Campaign  Expansion 

130,000 

— 

— 

— 

175,000 

175,000 

— 

30,000 

40,000 

— 

-40,000 

National  Women's  Cardiovascular 
Disease  Prevention  Campaign  . . 

446,000 

1,380,000 

1,380,000 

— 

jlalC  JL/ala  UU  vJCniiCi  allU  I\atC/ 

1,617,000 

680,000 

-680,000 

National  Leadership  Mentoring 

30,000 

1,671,000 

1,700,000 

1,700,000 

Women's  Cancers  Initiative  

200,000 

250,000 

250,000 

Depression  and  Mental  Health  

400,000 

500,000 

500,000 

Female  Adolescent  Regional  and 
State  Capacity  Building   

140,000 

HIV/AIDS  in  Minority 

795,000 

1,040,000 

1,040,000 
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rY  2vu2 

r  i  IWi 

rY  ZUU4 

cnange 

Activity 

Actual 

Pres  Budget 

Estimate 

+/-03 

Lupus  Education  Campaign  

615,000 

600,000 

f  (\{\  AAA 

-600,000 

Minority  Women's  Health  

60,000 

1  *7  C  AAA 

175,000 

175,000 

Secretary's  Organ  and  Tissue 

I  UU,UvU 

Young  Women's  Health  Summit . . 

£  ft  A  AAA 

594,000 
326,000 

525,000 
70,000 

525,000 
70,000 

NWHIC  Daybooks  

800,000 

500,000 

500,000 

Pick  Your  Path  to  Health  

396,000 

470,000 

470,000 

— 

National  Women's  Health 

Information  Center  

2,875,000 

3,010,000 

3,010,000 

14,000 

General  Contract  Use  

996,000 

483,000 

483,000 

Co-sponsorships  (includes  IAA  and 

others)   

900,000 

900,000 

900,000 

1  Operating  Expenses  

8,383,000 

9,632,000 

9,745,000 

+113,000 

$26,738,465 

$28,795,000 

$28,908,000 

+$113,000 
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OFFICE  ON  WOMEN'S  HEALTH 
Workload  Data 


ACTIVITY 

FY  2003 

FY  2004 

CONTRACTS 

National  Centers  of  Excellence 

13  Continuing 
j  i\ew 

16  Continuing 
3+  New 

Community  Centers  of  Excellence 

3-4  New 

12  Continuing 

15-16  Continuing 

National  Women's  Health  Information  Center 

Estimate  up  to 
50,000  calls,  6 
million  visitors  and 

Estimate  up  to 
75,000  calls,  7.2 
million  visitors  and 

100  million  hits 

1 50  million  hits 

Centers  of  Leadership  in  Academic  Medicine 

3 

0 

HIV  Contracts 

10-12 

14-16 

Violence  Against  Women 

16 

18 

Lupus 

18 

0 

Mental  Health 

1 

1 

Breastfeeding 

15 

0 

Heart  Disease 

5 

5 

State  Data  Contracts/Agreements  on  Gender 
Race  Ethnicity 

2 

0 

Organ  and  Tissue  Donation 

2 

2 

CONFERENCES  &  MEETINGS 

National  Conferences  (Exhibitors,  Speakers) 

-  Minority 

-  Organ  and  Tissue  Donation 

7-9 
6 

7-9 
6 

Regional  Conferences  (Exhibitors,  Speakers) 

19 

26 
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ACTIVITY 

FY  2003 

FY  2004 

Co-sponsorsliip  of  Conferences  with  Federal 
Agencies  and  Non-Federal  Organizations 
-  Mental  Health 

1 

I 

-  Minority  Health 

-  COE  Forum 

-  Lupus 

7-9 

1 

4 

7-9 

1 

6 

-  VAW 
-Other 

4 

30-40 

6 

30-40 

Committees/  Panels/  Work  Groups/  Partners 

-  Lupus 

-  PYPTH  Media  Advisory  Panel 

4 
1 

0 
1 

-  VAW  Youth/Elderly/Disabled/Batterers 

-  Women's  Health  Week 

-  Minority  Women's  Health  Panel  of  Experts 

6 
1 
1 

6 
1 
1 

PUBLICATIONS  (estimated  to  reach  40  million  people) 

Fact  Sheets  on  Women's  Health 

18 

18 

Scientific  Articles  (misc.) 

20 

20 

-  COE 

4 

4 

Mental  Health  (publishing  reports) 

50,000  copies 

50,000  copies 

Monographs 

8 

8 

INVENTORIES/  DATA  BOOKS 

*WH  and  the  Environment 
-  Web  Distribution 

1,200 

1,200 

*  Regional/  State  WH  Data 
-  Web  Distribution 

*  Dictionary/  Journal  Lists 

1,500 

1,500 

-  Web  Distribution 

150,000 

150,000 
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AC  11 VI 1  Y 

rY  2003 

FY  2004 

EDUCATIONAL  BOOKS/ 

MATERIALS 

-  Violence  Against  Women  booklet 

50,000 

75,000 

-  WH  Daybook 

200,000 

300,000 

-  PYPTH  Pocket  Planner 

100,000 

100,000  i 

-  PYPTH  Native  American  Pocket  Planner 

25,000 

25,000 

-  NWHIC  FAQs 

Hardcopy  distribution 

15,000 

15,000 

Website  distribution 

180,000 

180,000 

-  OWH  Fact  Sheets 

Hardcopy  distribution 

18,000 

18,000 

Website  distribution 

50,000 

50,000 

-  Breastfeeding  (4  booklets  for  general 

market,  African  Americans,  Native 

Americans,  Hispanic  markets) 

Hardcopy  distribution 

75,000 

75,000 

Website  distribution 

20,000  hits/month 

20,000  hits/month 

PSA's 

A.  tplpviQiAn 

4  radio 

4  radio 

2  general  market 

2  general  market 

AOS 

i 

i 

i 
l 

Campaign  Launch 

i  An 

i  An 
IvJU 

DiJiDoaru  /\qs 

10  new 

6  new 

-  CoE  pamphlets 

2  new 

Newsletters 

-  COE  (issues) 

2 

2 

Hardcopy  distribution 

1,200  each  =  2,400 

1,200  each  =  2,400 

Website  distribution 

15,000 

15,000 

-  NWHIC  List  Service 

12  copies  x  2000 

12  copies  x  3000 

Distribution 

each=  24,000 

each  =  36,000 

-  PYPTH  List  Service 

52  copies  x  900  each 

52  copies  x  1200 

Distribution 

=  46,800 

each  =  62,400 
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ACTIVITY 

FY  2003 

FY  2004 

EDUCATIONAL  CAMPAIGNS 
-  Bone  Health 

260,000  (materials, 
etc.) 

260,000  (materials, 
etc.) 

-  Girl  Power!  Educational  Materials 

Web  Site  Traffic 

-  Eating  Disorders 
Website  distribution 
Packets  (Obesity/Bodywise) 

20,000  hits/month 
100,000 

300,000  assignment 

books,  10  million 

promotional 

materials 

2.5  million  hits/ 

month 

30,000  hits/month 
150,000 

-  4Girls  Web  Site 
Includes  chronic  illness  site 

2  million  hits/year 
lul),0UU  visitors/year 

3  million  hits/year 
ZuUjUUU  visitors/year 

-NWHIC 

Distribution/User  Sessions 
Media  Conference 

100  million  hits/year 
6  million  visitors/ 
year 
1 

150  million  hits/year 
7.2  million  visitors/ 
year 
1 

-  Minority  Women  Panel  of  Experts 
Brochure 

1,000 

1,000 
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OFFICE  FOR  HUMAN  RESEARCH  PROTECTIONS 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$7,015,000 
35 


$7,554,000 
39 


$7,587,000 
39 


+$33,000 


Purpose  and  Method  of  Operations 

The  Office  for  Human  Research  Protections  (OHRP)  was  created  in  June  2000.  Together  with 
colleagues  from  within  the  Department  and  throughout  the  Federal  government,  OHRP  has 
pioneered  a  new  approach  to  the  protection  of  human  subjects  in  research,  one  based  upon  the 
concept  of  shared  goals  and  responsibilities  -  recognizing  that  the  first  responsibility  of  everyone 
involved  in  the  human  research  process  must  be  to  protect  the  rights,  interests  and  well-being  of 
those  individuals  who  voluntarily  participate  in  our  research  activities. 

This  new  system  is  not  simply  an  improvement  of  the  existing  oversight  and  sanction  approach, 
but  a  system  focused  on  prevention.  Toward  this  end,  every  party  to  research  must  be  properly 
trained  and  educated  to  accept  and  fulfill  their  responsibilities  for  protecting  research  subjects  as 
a  necessary  condition  of  participation.  The  general  public  must  also  be  better  informed  about  the 
nature  of  the  research  process  and  what  participation  entails. 

OHRP  is  implementing  its  strategic  vision  for  applying  the  principles  of  continuous  quality 
improvement,  well  developed  in  the  private  sector,  to  the  human  research  oversight  process. 
Through  a  comprehensive  program  of  education,  support,  quality  improvement  initiatives, 
proactive  compliance  oversight  and  improved  policies,  OHRP  will  continue  to  enhance  the 
performance,  effectiveness  and  efficiency  of  the  human  research  process.  Its  efforts  are 
complemented  by  the  development  of  voluntary  programs  of  accreditation  of  human  research 
protection  programs,  a  process  developed  by  the  private  sector  with  the  support  and 
encouragement  of  the  Department. 

With  the  leadership  of  OHRP,  the  Department  has  made  significant  progress  in  a  global  effort  to 
improve  the  system  for  protection  of  human  research  subjects.  Specifically,  OHRP  has 
accomplished  the  following  tasks  furthering  the  mission  of  HHS. 

Division  of  Education  and  Development  (PEP) 

Universally,  education  is  recognized  as  one  of  the  most  important  elements  in  improving 
protections  for  human  research  subjects.  In  FY  2002,  PEP  conducted  85  presentations  on 
human  protections  topics,  six  National  Workshops  (partnering  with  FPA/VA/N3H/NSF),  and 
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four  Town  Meetings  (three  via  video-conferencing,  two  domestic  and  one  international).  OHRP 
expanded  its  outreach  efforts  by  designing  a  new  exhibit  booth  and  staffed  it  at  four  professional 
meetings  as  well  as  at  all  OHRP  National  Workshops.  DED  also  conducted  Human  Research 
Protections  Workshops  at  two  professional  meetings,  set  up  an  e-mail  Q&A  mailbox  and 
answered  approximately  1200  inquiries  from  the  research  community.  OHRP  began 
coordinating  the  revision  of  the  Institutional  Review  Board  (IRB)  Guidebook,  originally 
published  in  1993. 

In  FY  2003,  OHRP  plans  to:  increase  the  number  of  presentations  to  more  than  100;  increase  the 
number  of  Workshops  to  seven  and  the  number  of  Town  Meetings  to  six;  increase  the  number  of 
professional  meetings  at  which  we  have  exhibit  booths  to  six;  increase  the  number  of  workshops 
at  professional  meetings.  OHRP  will  use  video-conferencing  technology  as  a  cost  effective 
means  of  achieving  these  goals.  OHRP  will  near  completion  of  an  initial  draft  of  the  revised 
IRB  Guidebook,  complete  and  make  available  an  Education  Clearinghouse  Website  and  revise 
our  email  and  phone  Q&A  process  to  achieve  greater  efficiency  and  effectiveness  in  educating 
the  research  community  about  the  rules  and  regulations  governing  the  protection  of  human 
research  subjects. 

In  FY  2004  OHRP  plans  to  continue  increasing  educational  outreach  by  increasing  the  number 
of  presentations,  workshops,  and  town  meetings. 

Division  of  Compliance  Oversight  (DCO) 

At  the  time  of  its  creation,  OHRP  inherited  an  enormous  backlog  of  unresolved  compliance 
oversight  cases  that  had  to  be  completed  before  new  initiatives  could  be  launched.  At  its  peak, 
the  number  of  open  investigations  exceeded  180. 

In  FY  2002,  DCO  opened  38  new  compliance  oversight  investigations  and  closed  101 
compliance  oversight  investigations.  This  reduced  volume  of  open  compliance  oversight 
investigations  from  1 1 7  to  54.  During  this  period,  DCO  also  issued  1 54  compliance  oversight 
determination  letters  and  conducted  compliance  oversight  site  visits  at  four  institutions,  two  for- 
cause  and  two  not-for-cause.  DCO  also  began  to  expand  not-for-cause  compliance  oversight 
evaluations  by  conducting  two  additional  evaluations  initiated  via  correspondence.  This  shift 
toward  not-for  cause  evaluations  emphasizes  the  initial  steps  in  an  evolution  from  a  reactive 
compliance-focused  system  to  a  proactive  performance-based  system  focused  on  prevention  of 
harm  to  research  subjects.  This  program  provides  an  important  complement  to  the  new 
performance-based  quality  improvement  programs  described  below. 

In  FY  2003,  DCO  has  opened  five  new  compliance  oversight  investigations  and  closed  14 
compliance  oversight  investigations.  OHRP  anticipates  opening  a  total  of  35-40  new 
investigations  and  reducing  volume  of  open  compliance  oversight  evaluations  to  25-30  in 
FY  2003.  The  DCO  anticipates  conducting  three  fbr-cause  compliance  oversight  site  visits  and 
expand  not-for-cause  compliance  oversight  surveillance  program  with  up  to  20  evaluations,  and 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  132 


235 


 General  Departmental  Management   .„.   

four  not-for-cause  compliance  oversight  site  visits. 

In  FY  2004,  DCO  will  build  on  their  accomplishments  in  FY  2003  by  opening  35-40  new 
compliance  oversight  investigations  and  reducing  the  volume  of  open  compliance  oversight 
evaluations  to  20.  The  DCO  anticipates  conducting  two  for-cause  compliance  oversight  site 
visits,  and  expanding  not-for-cause  compliance  oversight  surveillance  program  with  up  to  30 
evaluations,  and  six  not-for-cause  compliance  oversight  site  visits. 

Division  of  Assurances  and  Quality  Improvement  (DAOD 

The  introduction  in  2001  of  a  simplified  and  streamlined  Federal- Wide  Assurance  (FWA) 
process  that  provides  greater  flexibility  and  accountability  in  the  oversight  process  marked  a 
direct  response  to  the  recommendations  of  the  Office  of  Inspector  General  for  improvement  of 
the  human  subjects  protection  process. 

In  FY  2002,  DAQI  approved  2,076  Assurances  of  Compliance  (181  Single  Project  Assurances 
(SPAs)  and  1,895  FWAs);  processed  approximately  950  registrations  of  IRBs;  prepared  and 
released  a  revised  version  of  the  FWA  on  March  20,  2002.  DAQI  also  started  development  of  a 
process  for  electronic  submission  of  the  FWA.  DAQI  completed  the  initial  pilot  testing  of  the 
OHRP  Quality  Improvement  Program  (QDP),  including  a  Self-Assessment  Tool  for  research 
institutions;  implemented  Stage  1  of  the  OHRP  QIP,  conducting  a  total  of  19  QIP  on-site 
consultations;  conducted  on-site  consultations  with  six  institutions  in  South  Africa;  and  began 
development  of  Stage  2  (Quality  Improvement)  of  the  OHRP  QIP.  The  new  program,  will 
utilize  a  case-based  reference  model  to  allow  institutions  to  compare  their  performance  with 
comparable  programs. 

Accomplishments  for  FY  2003  will  include:  approve  approximately  2,000  Federal-wide 
Assurances  and  process  approximately  800  IRB  Registrations.  The  DAQI  has  released 
electronic  submission  of  the  FWA  in  December  2002  and  will  work  to  release  electronic 
submission  of  IRB  Registration,  as  well  as  the  ability  to  update  FWAs  and  IRB  Registrations  via 
the  internet.  The  DAQI  will  strive  to  complete  at  least  80  QIP  consultations  with  research 
institutions  and/or  independent  IRBs.  The  DAQI  will  develop  Stage  2  of  the  QIP  which  will 
provide  OHRP  with  performance-based  measures  on  an  IRB's  ability  to  review  human  subjects 
research.  OHRP  will  initiate  several  expert  panels  to  conduct  peer  review  of  research  protocols. 
These  reviews  will  be  consolidated  into  a  library  used  to  establish  a  standard  reference  from 
which  IRBs  can  measure  and  compare  their  own  performance. 

Projections  for  FY  2004  include  approving  approximately  2,000  FWAs  and  processing 
approximately  600  IRB  Registrations.  The  DAQI  will  strive  to  complete  at  least  200  QIP 
consultations  with  research  institutions  and/or  independent  IRBs.  Additionally,  DAQI  will  work 
to  expand  the  library  of  research  protocols  reviewed  by  expert  panels  for  Stage  2  of  the  QIP. 
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Division  of  Policy  Planning  and  Special  Projects  (DPFSP) 

The  DPPSP  was  formally  created  on  March  6, 2002.  Since  that  time,  the  DPPSP  has  developed 
and  issued  guidance  documents,  or,  published  Federal  Register  notices  soliciting  comments,  on 
the  following  topics:  research  involving  human  embryonic  stem  cells;  institutional  review  board 
procedures;  continuing  review;  an  OHRP  proposal  recommending  HHS  support  of  a  research 
protocol  entitled  "Precursors  to  Diabetes  in  Japanese  American  Youth;"  a  proposed  waiver  of 
applicability  of  HHS  regulations  for  the  protection  of  human  subjects  for  research  relating  to 
HHS  epidemiologic  research  involving  prisoners;  and,  with  the  Food  and  Drug  Administration,  a 
notice  soliciting  public  review  and  comment  on  a  proposed  research  protocol  entitled  "A  Multi- 
center,  Randomized  Dose  Response  Study  of  the  Safety,  Clinical  and  Immune  Responses  of 
Dryvax  Administered  to  Children  2  to  5  Years  of  Age." 

DPPSP  also  worked  with  the  Secretary's  Privacy  Council  and  the  Office  for  Civil  Rights  to 
revise  the  research  provisions  of  the  Health  Insurance  Portability  and  Accountability  Act 
(HIPAA)  Privacy  Rule.  The  final  Privacy  Rule  was  published  in  the  Federal  Register  on  August 
14,2002. 

In  addition  to  the  guidance  documents  developed  and  issued  by  DPPSP,  staff  have:  presented 
over  two  dozen  talks  on  the  impact  of  the  HIPAA  Privacy  Rule  on  human  subjects  research  to 
members  of  the  research  community;  presented  over  a  half  dozen  talks  on  the  Department's 
Interim  Guidance  on  Financial  Relationships  and  Human  Subject  Protections;  and  presented 
several  talks  on  the  Department's  Regulations  on  Research  Involving  Pregnant  Women,  Fetuses 
and  Neonates  (45  CFR,  Part  46,  Subpart  B)  adopted  in  December  2001.  DPPSP  was  also 
responsible  for  responding  to  more  than  180  media  queries  related  to  clarifying  and  supporting 
OHRP  activities 

In  FY  2003,  DPPSP  plans  to  develop  policy  and  guidance  documents  on:  Third  Parties  in 
Research;  Engagement  of  Institutions  in  Research;  HIPAA  Privacy  Rule  and  Research;  Informed 
Consent  and  Non-English  Speakers;  and  Subpart  B  Regulations  on  Pregnant  Women,  Fetuses 
and  Neonates.  DPPSP  will  develop  and  issue  a  Notice  of  Proposed  Rule  Making  (NPRM)  on 
IRB  Registrations  and  an  NPRM  proposing  human  subjects  protection  training  and  education 
requirements;  and,  issue  jointly  with  FDA,  an  Advanced  Notice  of  Proposed  Rule  Making 
(ANPRM)  to  solicit  comments  on  proposed  standards  for  the  participation  of  persons  with 
decisional  impairment  who  participate  in  research. 

In  FY  2004,  DPPSP  plans  to  develop  and  update  up  to  ten  policy  and  guidance  documents 
regarding  regulatory  requirements,  and  ethical  issues  for  biomedical  and  behavioral  research 
involving  human  subjects  as  well  as  organizing  and  coordinating  up  to  ten  consultations  with 
panels  of  experts  for  research  involving  prisoners  and  children;  and,  research  involving  pregnant 
women,  fetuses  and  neonates. 

In  addition  to  Divisional  activities,  OHRP  will  continue  to  exercise  international  leadership 
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promoting  protection  of  human  research  subjects  around  the  world.  Specific  international 
accomplishments  during  2002  include:  initiating  development  of  Departmental  guidance 
explaining  criteria  for  implementation  of  the  rulings  of  "at  least  equivalent  protections" 
provisions  of  45  CFR.  101(h);  participating  in  ten  international  meetings  across  5  countries 
(South  Africa,  China,  Thailand,  Kazakhstan  and  Uruguay)  representing  Departmental  polices  to 
promote  a  culture  of  human  research  subject  protection;  partnering  with  the  World  Health 
Organization  (WHO)  to  provide  technical  and  fiscal  support  for  four  international  workshops  in 
Asia,  Latin  America,  Russia,  and  Africa,  to  bolster  the  human  and  institutional  capacity  for 
ethical  review  in  and  for  developing  countries.  This  program  will  continue  in  FY  2003  in, 
Brazil,  Canada,  and  Ethiopia;  identifying  education/training  materials  for  translation  into  other 
languages  (Spanish,  French,  Russian,  Chinese)  in  order  to  facilitate  access  to  OHRP  documents 
by  non-English  speaking  users  of  the  OHRP  website. 

Expected  FY  2003  and  FY  2004  outputs  included:  completing  an  analysis  the  human  research 
protections  policies  and  procedures  for  Australia  for  use  in  institutional  assurances  required  by 
45  CFR  46;  completion  of  Departmental  guidance  explaining  criteria  for  implementation  of  the 
rulings  of  "at  least  equivalent  protections"  provision  of  45  CFR.  101(h);  participating  in 
seven  to  twelve  international  meetings  represent  US  to  promote  a  culture  of  protection  of  human 
research  subjects;  expand  technical  and  fiscal  support  for  seven  international  workshops  to 
enhancing  capacity  for  ethical  review  in  and  for  developing  or  resources  poor  countries;  assist 
with  additional  Quality  Improvement  consultations;  supporting  international  accreditation  of 
human  subject  protections  programs. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  OHRP  is  $7,587,000,  a  net  increase  of  $33,000  above  the  FY  2003 
President's  Budget.  Of  this  increase,  $28,000  will  expand  OHRP's  outreach  efforts  through 
further  development  of  its  Public  Education  Campaign.  This  level  includes  cost  savings  from 
consolidating  administrative  functions  and  implementation  of  effective  workforce  planning  and 
human  capital  management  strategies. 

Public  Education  Campaign.  OHRP  currently  engages  in  a  variety  of  activities  to  educate 
constituents  concerned  about  the  ethical  conduct  of  human-subject  research,  which  includes 
institutions  that  engage  in  human-subjects  research,  institutional  review  boards,  researchers,  and 
research  participants.  In  FY  2004  OHRP  is  requesting  $28,000  to  take  these  initiatives  to  the 
next  logical  step:  the  development  of  a  wide-reaching  Public  Education  Campaign  (PEP).  The 
PEP  would  help  improve  health  outcomes  as  members  of  the  research  community  and  the 
general  public  become  more  educated  about  biomedical  and  behavioral  research  and  the  role  of 
human-subject  ethics  in  that  research. 

In  FY  2003,  OHRP  intends  to  initiate  the  first  phase  of  the  PEP  by  conducting  needs  assessment 
and  audience-profiling.  This  will  provide  baseline  information  about  the  impact  of  current 
outreach  activities  and  the  characteristics  of  our  current  primary  target  audience,  professionals 
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working  directly  in  human  research  protections.  Phase  one  will  include  information  gathering, 
analysis  and  evaluation  of  current  OHRP  outreach  activities  such  as:  website  usage  statistics 
(WebTrends)  for  a  minimum  of  six  months;  follow-up  impact  questionnaires  to  OHRP  workshop 
participants  to  stratified  random  sample  of  2002  participants;  track  topics,  source  and  length  of 
incoming  telephone  calls  and  e-mails  across  all  divisions,  by  topic  and  frequency.  Additionally, 
OHRP  will  use  geo-mapping  technology  to  identify  location  of :  NIH  grants,  compliance  cases, 
education  workshops,  OHRP  exhibit  displays,  professional  staff  travel,  phone  and  e-mail 
queries,  and  all  site  visits,  except  for-cause  compliance. 

From  these  analyses,  OHRP  will  identify  the  most  successful  message  components,  the  most 
highly  utilized  outreach  methods  for  the  primary  target  audience  and  those  parts  of  the  country  in 
greatest  need  of  outreach  services,  the  second  phase,  strengthening  existing  outreach,  will  build 
on  this  data  and  begin  in  FY  2004. 
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TRANSFORMATION  OF  THE  COMMISSIONED  CORPS 

FY  2002        FY2003FY2004        FY  2004  Increase  or 

Actual         President's  Budget        Estimate  Decrease 

Budget  Authority  $—  $—        $5,000,000  +$5,000,000 

FTE  ______ 

Purpose  and  Method  of  Operations 

The  US  Public  Health  Service  Commissioned  Corps  began  in  1871  as  a  means  of  bringing  a 
unified  command  and  high  professional  health  standards  to  the  independent  facilities  of  the 
Marine  Hospital  Service.  Using  the  career  military  model,  the  first  Surgeon  General  -  Dr.  John 
Woodworth  -  instituted  the  Commissioned  Corps  through  administrative  regulations,  which 
were  given  statutory  basis  in  1889.  Initially  limited  to  physicians,  the  Commissioned  Corps 
gradually  developed  to  include  nearly  all  of  the  health  professions. 

The  Corps'  military  construct  allowed  its  members  to  be  assigned  wherever  needed  (e.g,  in 
underserved  areas;  with  State  and  local  public  health  officials  and  school  districts;  to  deal  with 
epidemics  and  other  emergent  situations).  It  was  so  successful  at  its  tasks  that  pieces  of  it  were 
broken  off  to  establish  other  agencies:  the  Centers  for  Disease  Control  and  Prevention,  the 
National  Institutes  of  Health,  the  National  Institute  of  Occupational  Health  and  Safety,  and 
virtually  every  health  agency  in  the  Department.  When  each  such  agency  was  broken  off,  Corps 
members  went  with  it  -  with  responsibility  for  hiring  and  direction  also  given  to  the  agency, 
rather  than  retained  within  a  unified  Corps  structure.  Daily  direction  and  supervision  of  Corps 
officers  is  now  scattered  across  the  agencies;  therefore,  there  is  no  longer  a  unified  cadre  of 
health  care  providers  whose  focus  is  on  responding  to  public  health  needs,  and  who  can  be 
directed  to  serve  where  needed  -  specifically,  in  areas  where  primary  healthcare  and  critical 
public  health  services  are  inadequate. 

In  an  effort  to  enhance  the  ability  of  the  Nation's  health  care  system  to  effectively  respond  to 
public  health  challenges,  including  terrorism  in  all  its  forms,  HHS  proposes  to  transform  and 
modernize  the  Commissioned  Corps.  The  plan  revolves  around  two  core  concepts:  to  establish 
an  integrated  command  and  control  structure  capable  of  responding  to  emergencies  while 
simultaneously  strengthening  the  nation's  public  health  infrastructure;  and  to  develop  a  health 
force  that  is  rapidly  deployable  and  adaptable,  and  which  can  integrate  resources  from  State, 
local  and  non-government  partners  into  a  unified  response  system.  The  goal  is  to  make  the 
Commissioned  Corps  a  health  force  capable  of  implementing  the  public  health  directives  of  the 
President  and  the  Secretary. 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Transformation  of  the  Corps  is  $5,000,000,  an  increase  of 
$5,000,000  above  the  FY  2003  President's  Budget. 
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COMMISSIONED  CORPS  READINESS  FORCE 


FY  2002 
Actual 


President's  Budget 


FY  2003 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$1,200,000 
5 


$1,300,000 
6 


$1,287,000 
6 


-$13,000 


Purpose  and  Method  of  Operations 

The  Commissioned  Corps  Readiness  Force  (CCRF)  is  a  cadre  of  approximately  1,300  active 
duty  US  Public  Health  Service  (PHS)  officers,  qualified  by  special  training  and  skills,  that  are 
ready  to  deploy  in  an  emergency  situation  under  austere  conditions.  They  can  be  mobilized 
rapidly  in  times  of  extraordinary  need  during  disaster,  strife,  or  other  public  health  emergencies 
and  in  response  to  domestic  or  international  requests  to  provide  leadership  and  expertise  by 
directing,  enhancing,  and  supporting  the  missions  of  the  PHS  and  other  HHS  agencies,  other  US 
government  agencies,  and/or  other  respondents. 

CCRF  officers  can  be  deployed  within  hours,  either  as  individuals  or  as  purpose-specific  strike 
teams.  In  the  event  of  a  national  or  international  health  emergency,  the  CCRF  response  can  be 
"custom  tailored"  in  that  CCRF  officers  who  have  a  wide  variety  of  professional  training  and 
experience  (e.g.,  clinical,  regulatory,  research)  are  selected  and  aggregated  as  needed.  Officers 
are  often  utilized  in  the  context  of  pre-positional  assets  for  high-profile  mass  gatherings,  such  as 
meetings  of  the  International  Monetary  Fund/World  Bank,  special  population  needs  such  as  the 
mass  immunization  of  school-aged  children  in  Washington  DC,  or  humanitarian  assistance  such 
as  for  the  Kosovar  Refugees. 

CCRF  was  established  in  1994  to  improve  HHS's  ability  to  respond  to  public  health 
emergencies.  Corps  officers  who  wish  to  be  members  of  the  elite  CCRF  must  meet  certain 
requirements,  including  physical  fitness,  height  and  weight  standards,  immunization,  basic  life 
support  training,  and  completion  of  web-based  courses  related  to  emergency  response  and 
humanitarian  assistance. 

The  CCRF  was  deployed  to  14  separate  activations  in  FY  2001,  sending  approximately  750 
officers  to  events  as  varied  as  Tropical  Storm  Allison,  the  World  Trade  Center  Collapse,  six 
anthrax  prophylaxis  sites,  missions  involving  a  staged  presence  in  case  of  a  mass  casualty 
episode  at  a  special  event,  and  public  health  shortages  in  the  HHS  Operating  Divisions.  In 
FY  2002,  the  CCRF  deployed  to  the  Winter  Olympics,  the  State  of  the  Union  Address,  an  Avian 
Influenza  outbreak  in  Virginia,  Hurricane  Lili,  Typhoons  Chata'an  and  Pongsona,  assisted  with 
vaccinating  over  19,000  school  children  in  Washington  DC,  and  several  special  security  events. 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  CCRF  is  $1,287,000,  a  net  decrease  of  $13,000  below  the  FY  2003 
President's  Budget.  This  level  includes  a  cost  savings  from  consolidating  administrative 
function  and  implementation  of  effective  workforce  planning  and  human  capital  management 
strategies. 

CCRF  is  a  key  component  in  transforming  the  Commissioned  Corps  into  a  cadre  of  rapidly 
deployable  and  adaptable  health  officers.  The  current  number  of  officers  on  CCRF  rosters  is  just 
over  1,300.  However,  given  the  broad  variety  of  threats  against  this  country,  it  is  necessary  to 
increase  the  Department's  capability  to  respond.  Therefore,  the  plan  is  to  expand  CCRF  to  2,000 
officers  by  the  end  of  2003  and  to  3,000  officers  by  the  end  of  2004  -  and  to  eventually  include 
all  Commissioned  Corps  officers.  This  will  require  additional  management  and  officer  training, 
as  each  officer  is  only  as  good  as  the  training  and  readiness  vested  in  that  officer.  Given  the 
necessity  of  training  officers  to  be  effective  in  scenarios  involving  biological,  chemical, 
radiological  and  tactical  weapons,  more  training  opportunities  must  be  provided  as  Corps 
membership  expands.  Similarly,  each  response  is  dependent  on  the  capability  of  the  CCRF 
program  staff  to  carry  out  their  responsibilities  properly  and  effectively. 
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OFFICE  OF  RESEARCH  INTEGRITY  1 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


[$6,935,000] 
29 


[$7,635,000] 
29 


[$7,974,000] 
29 


[+$339,000] 


Purpose  and  Method  of  Operations 

The  overall  mission  of  the  Office  of  Research  Integrity  (ORI)  is  to  promote  integrity  in  the 
research  programs  of  the  Public  Health  Service,  both  intramural  and  extramural,  including 
responding  to  allegations  of  research  misconduct.  To  accomplish  this  mission,  ORI  engages  in 
research,  education,  oversight  of  institutional  and  HHS  investigations,  collaboration  with 
external  partners,  including  scientific  societies  and  associations,  and  research  institutions,  and 
other  activities  intended  to  promote  integrity  and  reduce  misconduct. 

In  1999,  HHS  reorganized  the  research  integrity  functions  of  ORI  to  place  greater  emphasis  on 
educational  activities,  research,  evaluation,  and  prevention  of  misconduct.  In  response  to  these 
changes,  ORI  adopted  an  action  plan  to  increase  activities  and  resources  in  these  areas.  A  key 
part  of  this  plan  was  the  establishment  of  a  research  program  to  study  the  factors  influencing 
research  integrity  and  an  education  program  on  the  responsible  conduct  of  research. 

A  major  portion  of  ORI's  budget  and  resources  is  relevant  to  the  Department's  interest  in  the 
prevention  of  disease  and  promotion  of  health.  ORI's  overall  mission  supports  the  integrity  of 
PHS  research  and  the  public  confidence  in  such  research.  Since  clinical  trials,  human  studies, 
animal  studies,  and  basic  research  lead  to  new  drugs,  devices,  and  medical  interventions, 
confidence  in  the  science  base  which  leads  to  such  improvements  in  health  is  closely  intertwined 
with  the  beneficial  products  of  the  research.  ORI  is  also  emphasizing  prevention  in  its  programs 
by  developing  educational  resources  to  support  best  practices  and  by  supporting  extramural 
studies  through  its  research  program  on  the  indicators  of  research  integrity  and  the  causes  of 
misconduct.  Only  through  the  development  of  this  science  base  can  PHS  identify  effective  and 
cost  efficient  means  of  promoting  integrity  and  preventing  misconduct  ORI's  mission  to 
identify  and  take  action  in  response  to  research  misconduct  also  provides  primary  and  secondary 
prevention  by  removing  from  research  those  who  commit  misconduct  and  reinforcing  the 
scientific  norms  of  honest  scientists  who  conduct  research  responsibly. 


'  ORI  is  funded  by  NIH  dollars,  which  are  reflected  as  non-add. 
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Examples  of  ORI's  accomplishments  over  the  last  few  years  include  the  following:1 

•  Reviewed  289  allegations  of  misconduct,  opened  54  formal  inquiries  and  investigations, 
and  made  2 1  findings  of  research  misconduct. 

•  Reviewed  over  200  institutional  policies  and  procedures  for  regulatory  compliance  and 
responded  to  over  20  incidents  of  possible  retaliation  against  good  faith  whistleblowers 
or  non-compliance  with  regulatory  requirements. 

Effectively  settled  21  cases  of  research  misconduct  with  actions  that  protect  the  public 
health  and  reviewed  12  or  more  civil  suits  for  possible  ORI  or  HHS  action. 

•  Sponsored  10  workshops  and  conferences  with  research  institutions,  scientific  societies, 
and  others  on  research  misconduct,  the  responsible  conduct  of  research,  and  the 
promotion  of  research  integrity.  Provided  funds  for  development  of  13  educational 
products  in  RCR. 

•  Provided  exhibits  or  posters  on  research  integrity  at  7  scientific  meetings. 

•  Funded  16  grants  to  support  research  on  misconduct,  education  in  research  integrity, 
conflicts  of  interest,  and  institutional  practices  that  affect  the  integrity  of  the  research 
environment.  Initiated  or  completed  studies  on  the  feasibility  of  using  consortia  to  assist 
extramural  institutions  with  misconduct  investigations;  an  Institute  of  Medicine  report  on 
"Integrity  in  Scientific  Research:  Creating  an  Environment  that  Promotes  Responsible 
Conduct";  a  survey  on  the  incidence  of  research  misconduct;  "Analysis  of  Guidelines  for 
the  Conduct  of  Research  Adopted  by  Medical  Schools  or  Their  Components";  and  "ORI 
Education  Program:  A  Needs  Assessment." 

Provided  on-site  or  telephonic  technical  assistance  to  16  or  more  research  institutions  in 
handling  allegations  of  misconduct. 

In  compliance  with  statutory  policy  requirements,  revised  PHS  misconduct  regulations  to 
adopt  new  OSTP  definition  of  research  misconduct  and  make  other  changes  and  prepared 
a  draft  revision  of  the  PHS  policy  on  education  in  the  responsible  conduct  of  research. 

Planned  accomplishments  in  the  next  few  years  are: 

Continue  implementation  of  policy  and  regulatory  changes  to  scientific  misconduct  and 
research  integrity  procedures  adopted  by  the  Department  in  response  to  government-wide 
policies  initiated  by  the  Office  of  Science  and  Technology  Policy  and  internal  reviews. 


1  Through  June  30,  2002.  All  ORI  data  for  are  reported  on  a  calendar  year  basis. 
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Evaluate  and  implement  as  appropriate  recommendations  from  the  Institute  of  Medicine 
report  on  "Integrity  in  Scientific  Research:  Creating  an  Environment  that  Promotes 
Responsible  Conduct." 

Initiation  of  a  new  ORI  program  to  provide  national  coordination  of  RCR  education  to 
stimulate  a  sharing  of  resources,  reduce  duplication  of  effort,  and  provide  uniformity  and 
consistency  where  appropriate  and  consistent  with  extramural  goals. 

Continue  to  develop  the  partnership  between  ORI  and  extramural  programs  aimed  at  the 
promotion  of  research  integrity  and  investigation  of  allegations  of  scientific  misconduct 
by  expanding  the  publication  of  resource  materials,  improving  Internet  availability  of 
information,  and  co-sponsoring  at  least  8  conferences  and  workshops. 

Conduct  studies  and  evaluation  reviews  of  the  following:  a  survey  of  5,000  randomly 
chosen  principal  investigators  to  identify  research  integrity  measures  utilized  in 
biomedical  research  laboratories  and  a  survey  of  the  incidence  of  scientific  misconduct 
and  questionable  research  practices. 

In  collaboration  with  the  National  Institute  of  Neurological  Disorders  and  Stroke  and 
other  NIH  institutes,  award  at  least  1 5  grants  for  research  on  the  commission  and 
prevention  of  scientific  misconduct,  promotion  of  research  integrity,  and  the  responsible 
conduct  of  research  under  ORI's  research  program  on  research  integrity. 

Award  at  least  1 5  grants  or  contracts  to  support  the  development  of  curriculum  materials 
for  teaching  the  responsible  conduct  of  research. 

Provide  technical  assistance  to  at  least  20  institutions  which  conduct  investigations  into 
alleged  misconduct  and  need  assistance. 

Continue  implementation  of  new  regulations  on  research  misconduct  and  protection  of 
whistleblowers  by  developing  new  guidance  documents,  model  policies,  and  sponsoring 
workshops/conferences.  Provide  additional  materials  on  the  ORI  website  to  provide 
effective  and  efficient  tools  for  institutions  in  adopting  policies  and  procedures  consistent 
with  the  new  regulations  and  institutional  best  practices. 

Initiate  development  of  ORI  quality  assurance  program  to  assist  institutions  in  managing 
allegations  of  misconduct,  resolving  whistleblower  retaliation  complaints,  and  providing 
quality  RCR  education  to  institutional  researchers  funded  by  PHS  grants.  This  will 
include  self  assessment  tools,  ORI  staff  technical  assistance,  model  policies  and  best 
practices,  and  workshops/conferences. 

Assess  300  potential  allegations  of  misconduct. 
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•  Open  50  or  more  inquiries  and  investigations  into  alleged  misconduct  for  ORI  oversight. 

•  Recommend  to  the  ASH  for  final  decision  20  or  more  findings  of  research  misconduct 
involving  PHS  funding. 

•  Cause  1 0  or  more  articles  that  misrepresent  research  results  to  be  corrected  or  retracted. 

•  Defend  ORI  authorities  and  actions  in  specific  cases  before  the  Departmental  Appeals 
Board  and  in  civil  litigation. 

•  Review  100  or  more  institutional  policies  for  compliance  with  program  regulations  and 
for  best  practices. 

•  Respond  to  several  whistleblower  complaints  of  retaliation  and  institutional  compliance 
problems. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  ORI  is  $7,974,000,  an  increase  of  $339,000,  above  the  FY  2003 
President's  Budget;  of  which  $150,000  in  program  increases.  This  level  includes  cost  savings 
from  consolidating  administrative  functions  and  implementation  of  effective  workforce  planning 
and  human  capital  management  strategies. 

Research  Program  on  Research  Integrity.  An  increase  of  $150,000  is  requested  to  continue  a 
research  program  to  study  issues  on  research  integrity,  scientific  misconduct,  and  the  responsible 
conduct  of  research,  including  conflicts  of  interest,  the  conduct  of  clinical  trials,  integrity  in 
clinical  research,  prevention  of  misconduct,  and  the  evaluation  of  education  in  research  ethics 
and  responsible  research.  This  proposal  directly  supports  Objective  4.5  (Strengthening  the 
Mechanisms  for  Ensuring  the  Protection  of  Human  Subjects  and  the  Integrity  of  the  Research 
Process)  of  the  HHS  Strategic  Plan  for  FY  2003-2008,  draft  7/29/02.  In  FY  2001,  ORI  awarded 
seven  grants  from  25  competing  applications  with  total  funding  in  the  range  of  $1,000,000  per 
year  for  a  two  year  project  period.  This  substantially  exceeded  the  amount  allotted  to  the 
program;  ORI  and  NTH  institutes  contributed  the  additional  funding.  In  FY  2002,  30  competing 
applications  were  received  and  ORI  funded  nine  awards,  with  additional  contributions  from  NIH 
institutes  for  proposals  germane  to  their  mission.  In  FY  2003,  $1 ,400,000  has  been  requested  for 
new  and  competing  awards,  with  up  to  eight  awards  anticipated.  In  FY  2004,  ORI  is  anticipating 
up  to  nine  awards  with  a  total  funding  commitment  of  approximately  $3,000,000,  including  both 
new  awards  and  continuations.  Of  this  amount,  ORI  is  requesting  $1,550,000  and  the  remainder 
is  expected  to  come  from  NIH  institutes  picking  up  individual  awards  relevant  to  their  research 
discipline  and  extra  funds  from  ORI,  if  available. 
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OFFICE  OF  RESEARCH  INTEGRITY 
Program  Data 


ACTIVITY' 

FY  2002 
Estimate 

FY  2003 
Pres  Budget 

FY  2004 
Estimate 

Change 

Oversight  and  Case  Resolution 

$1,889,269 

$1,889,269 

$1,889,269 

+$0 

Assurance  and  Compliance 
Program 

885,045 

885,045 

885,045 

0 

Education  and  Integrity 
Program 

2,128,026 

2,528,026 

2,678,026 

+150,000 

Management  of  Allegations  of 

Research  Misconduct 

400,000 

400,000 

400,000 

0 

Support  Costs 

1,632,660 

1,932,660 

2,121,660 

+189,000 

Total 

$6,935,000 

$7,635,000 

$7,974,000 

+$339,000 
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OFFICE  OF  RESEARCH  INTEGRITY 


Workload  Data 


Calendar 
Year 

Misconduct 
Cases 

Whistleblower 
Compliance/ 
Cases 

Policy  Reviews 

Litigation 

2000 

Queries                      1 73 
Cases  Opened  26 
Cases  Closed  27 

Opened  5 
Closed  3 
Current  3 

Opened  263 
Closed  320 
Current  59 

Opened  1 
Closed  3 
Current  6 

Assessment  Underway  36 
Current  Ongoing  Cases     3 1 

Assessment 
Opened  14 
Closed  10 
Current  6 

2001 

Queries  1% 
Cases  Opened  35 
Cases  Closed  25 
Assessment  Underway  3 

Opened  5 
Closed  5 
Current  3 
Assessment- 

Opened  -81 
Closed  102 
Current  38 

Opened  6 
Closed  5 
Current  7 

Current  Ongoing  Cases    4 1 

Open  7 
Closed  8 
Current  5 

2002' 

Queries  190 
Cases  Opened  41 
Cases  Closed  32 
Assessment  Underway  8 
Current  Ongoing  Cases  50 

Opened  4 
Closed  3 
Current  4 
Assessment- 
Open  6 
Closed  8 
Current  3 

Opened     - 175 
Closed  209 
Current  4 

Opened  0 
Closed  0 
Current  7 

'Figures  reflect  workload  through  December  31,  2002 
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RENT  AND  COMMON  EXPENSES 


FY  2002 

FY  2003 

FY  2004 

Increase  or 

Actual 

Pres  Budget 

Estimate 

Decrease 

RENT: 

GDM   

$3,695,000 

$4,857,000 

$5,967,000 

+$1,110,000 

OGC  

5,192,000 

5,348,000 

5,439,000 

+91,000 

OPHS  

3,390,000 

3,468,000 

3,528,000 

+60,000 

IGA  

608,000 

650,000 

650,000 

DAB  

170,000 

175,000 

175,000 

_ 

OGHA   

33.000 

33,OOQ 

34.000 

+1.000 

Total  

13,088,000 

14,531,000 

15,793,000 

+1,262,000 

Deleeated  Authority: 

GDM   

4,708,000 

4,806,000 

3,179,000 

-1,627,000 

Related  Services: 

GDM   

2,583,000 

2,158,000 

3,619,000 

+1,461,000 

OGC  

585.000 

1.475.000 

1.497.000 

+22.000 

Total  

3,168,000 

3,633,000 

5,116,000 

+1,483,000 

Subtotal,  GDM  only  

10,986,000 

7 1,821,000 

12,765,000 

+944,000 

Common  ExDenses: 

GDM 

2,942,000 

3,548,000 

2,784,000 

-764,000 

OGC  

478,000 

1,207,000 

1,224,000 

+17,000 

OPHS  

2.921.000 

2.994.000 

3.039.000 

+45.000 

Total  

6,341,000 

7,749,000 

7,047,000 

-702,000 

Service  and  SuddIv  Fund  Payment: 

GDM   

4,058,000 

5,000,000 

5,031,000 

+31,000 

OGC  

2,046,000 

2,635,000 

2,671,000 

+36,000 

OPHS  

4,611,000 

4,681,000 

4,762,000 

+81,000 

IGA  

90,000 

105,000 

105,000 

OGHA   

169.000 

170.000 

176,000 

+6.000 

Total  

10,974,000 

12,591,000 

12,745,000 

+154,000 

Subtotal,  GDM  only  

7,000,000 

8,548,000 

7,815,000 

-733,000 
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FY  2002 
Actual 


FY  2003 
Pres  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Totals: 
GDM 
OGC  . 
OPHS 
IGA.. 
DAB  . 
OGHA 
Total 


$38,306,000 


$17,986,000 
8,301,000 
10,922,000 


725,000 
170,000 
202.000 


$43,310,000 


$20,369,000 
10,665,000 
11,143,000 


755,000 
175,000 
203.000 


$43,880,000 


$20,580,000 
10,831,000 
11,329,000 


755,000 
175,000 
210.000 


+7.000 
+$570,000 


+211,000 
+166,000 
+186,000 


Purpose  and  Method  of  Operations 

Payments  to  cover  RENT/Delegated  Authority,  Related  Services,  Common  Expenses,  and 
Service  and  Supply  Fund  Payments  are  made  from  centrally-managed  accounts  on  behalf  of  all 
GDM  accounts  except  the  Office  of  the  General  Counsel  (OGC),  the  Office  of  Public  Health  and 
Science  (OPHS),  the  Office  of  Intergovernmental  Affairs  (for  the  ten  Regional  Directors  offices 
only);  Departmental  Appeals  Board  (for  the  Nursing  Home  Oversight  Improvement  Program 
only);  and  the  Office  of  Global  Health  Affairs.  The  costs  for  these  accounts  are  included  in  their 
individual  sections  of  the  budget  request. 

RENT/Delegated  Authority  and  Related  Services 

Rental  (RENT)  payments  to  the  General  Services  Administration  (GSA)  include  funds  to  cover 
the  rental  costs  of  office  space,  non-office  space,  and  parking  facilities  in  GSA-controlled 
buildings.  Delegated  Authority  includes  funds  to  cover  the  operation,  maintenance  and  repair  of 
buildings  for  which  management  authority  has  been  delegated  to  HHS  by  GSA;  this  includes 
HHS  headquarters,  the  Hubert  H.  Humphrey  (HHH)  building.  (NOTE:  Delegated  Authority 
amounts  are  spread  across  object  classes  other  than  23.1,  Rental  Payments  to  GSA,  where  all 
RENT  amounts  are  shown.)  Related  Services  include  funds  to  cover  all  non-RENT  operations, 
maintenance  and  repair  activities  in  GSA-controlled  buildings  (e.g.,  housekeeping,  guard 
services  and  other  security,  building  renovations). 

The  Facilities  Management  Group  (FMG),  in  the  office  of  the  Assistant  Secretary  for 
Administration  and  Management,  administers  both  RENT/Delegated  Authority  and  Related 
Services  funds  for  all  headquarters  facilities  occupied  by  the  Office  of  the  Secretary.  FMG  also 
monitors  the  amount  and  type  of  space  occupied  by  each  STAFFDIV,  and  coordinates  efforts  to 
achieve  the  most  efficient  use  of  space,  while  maintaining  a  quality  work  environment.  Over  the 
past  several  years,  FMG  has  completed  a  number  of  HHH  Building  improvement  projects  aimed 
at  enhancing  the  functionality  and  physical  appearance  of  the  building,  such  as  refurbishing  and 
upgrading  the  auditorium  and  conference  rooms  to  multi-purpose  meeting  facilities,  and 
modernizing  the  building's  restrooms. 
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Common  Expenses/SSF  Payment 

Common  Expenses  include  funds  to  cover  administrative  items  and  activities  which  cut  across 
and  impact  all  STAFFDIVs  under  the  GDM  appropriation.  The  major  costs  in  this  area  include 
telecommunications  (e.g.,  FTS  and  commercial  telephone  expenses),  postage,  printing,  Worker's 
Compensation,  Unemployment  Insurance,  and  records  storage  at  the  National  Archives. 
Payments  to  the  Service  and  Supply  Fund  (SSF)  are  included  in  the  overall  Common  Expenses 
category,  but  are  broken  out  separately  here  for  display  purposes.  These  payments  cover  the 
usage  of  goods  and  services  provided  through  the  SSF,  including  personnel  and  payroll  services, 
finance  and  accounting  activities,  and  reprographics  and  electronic  communication  services 
(e.g.,  voice-mail  and  data  networking). 

Rationale  for  the  Budget  Request 

The  Department  has  long  stressed  the  importance  of  providing  a  quality  work  environment  for 
HHS  employees  that  is  safe,  clean,  healthy  and  meets  their  job-related  needs.  As  in  past  years, 
OS  continues  to  complete  numerous  building  improvement  projects  aimed  at  enhancing  the 
security,  functionality  and  physical  appearance  of  the  HHH  Building. 

The  FY  2004  Rent/Delegated  Authority  request  reflects  a  net  increase  of  $944,000  over  the 
FY  2003  President's  Budget.  This  increase  is  a  direct  result  of  the  RENT  increase  projected  by 
GSA  for  the  particular  HHS  properties  involved,  plus  increases  in  Related  Services  to  continue 
several  new  facility  and  security  improvement  projects  in  the  HHH  Building. 

The  total  RENT  increase  is  somewhat  offset  by  the  major  changes  being  implemented  by  GSA 
to  the  Delegated  Authority  program.  Currently,  HHS  is  billed  for  "fully  serviced"  space,  and  the 
delegated  operation  and  maintenance  (O&M)  authority  program  receives  a  RENT  credit  from 
GSA  to  cover  the  cost  of  standard  levels  of  service  that  HHS  provides  to  itself.  Beginning  in 
FY  2004,  GSA  will  eliminate  these  RENT  credits.  Instead,  HHS  will  be  charged  only  a  "shell" 
RENT  rate,  plus  the  costs  of  changes  related  to  build-outs  and  special  services  provided  by  GSA. 
HHS  will  be  responsible  for  all  repairs,  and  GSA  will  be  responsible  for  all  equipment 
replacements. 

The  decrease  in  Common  Expenses  is  to  cover  the  increased  GDM  payment  for  the  Unified 
Financial  Management  System  (UFMS).  The  increase  in  the  SSF  Payment  is  attributable  to 
projected  inflation  rates,  and  additional  services  to  be  provided  by  the  SSF. 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  149 


252 


 General  Departmental  Management  

UNIFIED  FINANCIAL  MANAGEMENT  SYSTEM 
(GDM  Payment  Only) 

FY  2002  FY  2003  FY  2004  Increase  or 

Enacted        President's  Budget        Estimate  Decrease 

Budget  Authority  574,000  $529,000        $1,293,000  $764,000 

FTE  —  —  —  — 

Purpose  and  Method  of  Operations 

The  Unified  Financial  Management  System  (UFMS)  represents  a  key  endeavor  under  Secretary 
Thompson's  "One  HHS"  management  approach  and  vision.  The  overall  purpose  of  UFMS  is  to 
replace  the  five  antiquated,  non-integrated  financial  systems  currently  in  use  across  the 
Department  with  a  modem,  efficient  financial  management  system.  Per  the  Secretary's  directive 
of  June  2001,  UFMS  will  consist  of  two  major  components:  the  Healthcare  Integrated  General 
Ledger  Accounting  System  (HIGLAS)  for  the  Centers  for  Medicare  &  Medicaid  Services  (CMS) 
and  a  second  system  for  the  rest  of  HHS.  The  vision  for  UFMS  is  as  follows:  "The  Department 
shall  have  an  integrated  Department-wide  financial  system  that  consistently  produces  relevant, 
reliable  and  timely  financial  information  to  support  decision-making  and  cost-effective  business 
operations  at  all  levels  throughout  the  Department." 

The  UFMS  Program  is  overseen  by  the  UFMS  Program  Management  Office  (PMO).  The  PMO 
is  headed  by  the  UFMS  Program  Director  and  is  located  in  the  Office  of  the  Assistant  Secretary 
for  Budget,  Technology  and  Finance  (ASBTF).  The  PMO  manages  the  day-to-day  UFMS 
program  operations  and  activities,  within  the  guidance  and  direction  provided  by  the  ASBTF  and 
the  UFMS  governance  bodies  -  the  UFMS  Steering  Committee  and  the  UFMS  Planning  and 
Development  Committee. 

The  Department  launched  the  UFMS  Program  in  late  FY  2001 .  Following  are  the  principal 
accomplishments  for  the  Program  to  date: 

Hired  independent  verification  and  validation  (TV&V)  contractor  (September  2001) 

•  Hired  systems  integrator  (November  2001) 
Hired  UFMS  Program  Director  (December  2001 ) 
Established  UFMS  PMO  (January  2002) 

Developed  Department-wide  requirements  for  financial  system  (April  2002) 

•  Established  executive  governance  structure  (April  2002) 

•  Developed  Department- wide  budget  and  accounting  classification  structure  (BACS) 
(April  2002) 

•  Developed  UFMS  Risk  Assessment  and  Mitigation  Plan  (May  2002) 
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Established  "sandbox"  UFMS  testing  capability  (May  2002) 

•  Developed  change  management  plan  (June  2002) 

•  Developed  organization  and  staffing  plan  (July  2002) 

•  Developed  core  financial  system  Target  Business  Model  (July  2002) 

•  Developed  performance  measurement  plan  (July  2002) 

•  Developed  core  financial  system  Target  Business  Model  (July  2002) 

•  Began  coordinating  UFMS  activities  with  Department-wide  travel  system  activities; 
defined  HHS-wide  travel  system  requirements  (August  2002) 

•  Finalized  UFMS  Implementation  Plan  and  delivered  it  to  OMB  (September  2002) 

•  Finalized  UFMS  Business  Case  and  estimated  return  on  investment  calculations,  for 
presentation  to  the  HHS  Information  Technology  Investment  Review  Board  (ITIRB) 
(November  2002) 

•  »      UFMS  Global  Team  completed  systems  requirements  review  sessions  with  OPDFVs 

(January  2003) 

The  PMO  has  begun  global  design  activities  to  develop  and  test  the  system  configurations, 
interfaces  with  pertinent  HHS  administrative  systems  (i.e.,  "feeder  systems"  to  UFMS),  and 
standard  processes  to  be  employed  once  UFMS  is  implemented.  These  activities  will  be  carried 
out  by  the  PMO  and  the  system  integrator,  with  participation  from  all  of  the  OPDIVs. 

In  FY  2004,  the  UFMS  Program  will  enter  its  second  year  of  detailed  implementation  activities. 
Per  the  UFMS  Implementation  Plan,  as  approved  by  the  Department  in  September  2002,  various 
system  implementation  activities  will  be  occurring  across  the  OPDrVs.  Funding  will  be  used  to 
carry  out  the  planned  implementation  activities  and  to  acquire  requisite  assets  (such  as  hardware 
and  software  licenses)  and  other  related  services  (e.g.,  software  maintenance  and  information 
technology  support,  training,  independent  validation  and  verification,  program  management  and 
support,  etc.).  The  PMO  will  manage  and  oversee  the  execution  of  UFMS  Program  funds. 

During  FY  2004,  the  following  implementation  activities  are  to  be  performed  at  the  OPDIV 
level: 

•  CDC:  Completion  of  validation  and  testing  of  UFMS  at  CDC  locations;  deployment  of 
the  system  and  training  of  users.  Per  the  UFMS  Implementation  Plan,  UFMS  should  be 
fully  implemented  at  CDC  by  October  2004. 

•  FDA:  Validation  and  testing  of  the  system,  with  implementation  of  the  general  ledger 
functionality  by  October  2004. 

•  Program  Support  Center  (PSC)  and  its  customer  agencies:  Validation  and  testing  of  the 
system  at  two  "pilot"  customer  agencies;  "ramping  up"  and  preparing  for  implementation 
of  the  system  at  other  agencies. 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  GDM  payment  to  UFMS  is  $1,293,000,  an  increase  of  $764,000 
over  the  FY  2003  President's  Budget  request.  (NOTE:  An  additional  $500,000  for  the  staff  costs 
of  the  PMO  are  included  in  the  ASBTF  request). 


OFFICE  OF  THE  SECRETARY 
UFMS  PAYMENTS 


FY  2002 
Enacted 

FY  2003 
Pres  Budget 

FY  2004 
Request 

Increase 
or  Decrease 

1  GDM  1/   

$945,000 

$1,029,000 

$1,793,000 

+$764,000 

I  Policy  Research  . . . 

18,000 

45,000 

+27,000 

OIG  

71,000 

428,000 

1,044,000 

+616,000 

OCR  

2,000 

16,000 

38,000 

+22,000 

ASPHEP  

5,000 

11,000 

+6,000 

[SSF  

2,000 

2,000 

6,000 

+4,000 

TOTAL.  OS 

$1,020,000 

$1,498,000 

$2,937,000 

+$1,439,000 

1/  Includes  costs  of  the  UFMS  Program  Management  Office,  which  are  reflected  in  the  ASBTF  request. 
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HHS  SERVICE  AND  SUPPLY  FUND 


FY  2002 
Actual 


President's  Budget 


FY  2003 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$7,854,257 
42 


$7,801,000 
42 


$7,946,000 
42 


+$145,000 


Purpose  and  Method  of  Operations 

This  section  describes  the  Office  of  the  Secretary  (OS)  components  funded  through  the 
Department's  Service  and  Supply  Fund  (SSF),  which  is  a  revolving  fund  authorized  under 
42  USC  23 1 .  The  SSF  provides  for  consolidated  financing  and  accounting  for  business-type 
Operations  involving  the  provision  of  common  services  and  commodities  to  customers.  The 
SSF  does  not  have  its  own  appropriation,  but  is  funded  entirely  through  charges  to  the  HHS 
operating  agencies,  as  well  as  other  Federal  agencies  and  departments,  for  their  usage  of  goods 
and  services.  The  FY  2004  budget  request  for  the  OS  portion  of  the  SSF  is  estimated  at  $7.9 
million,  which  will  support  42  full-time  equivalent  positions  (FTE). 

The  OS  SSF  activities  include: 

Regional  Health  Administrators  (RHAs) 

•  Act  as  liaison  for  the  Secretary  and  Assistant  Secretary  with  Federal,  State  and  local 
health  officials. 

•  Coordinate  the  HHS  health-related  programs  and  act  as  a  facilitator  for  strengthening  the 
public  health  infrastructure  and  public  health  policy  related  to  these  programs. 

Departmental  Contracts  Information  System  (DOS) 

•  Compile  contract  information  to  produce  geographically  based  reports  for  the  Office  of 
Management  and  Budget  (OMB)  and  Congress. 

•  Provide  data  for  Freedom  of  Information  Act  (FOIA)  requests  from  OMB,  the  Congress, 
State  governments,  and  HHS  management. 

Tracking  Accountability  in  Government  Grants  System  (TAGGS) 

•  Compile  grant  information  for  HHS  management,  including  application,  award,  financial, 
and  accounting  information. 
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•  Support  interagency  efforts  that  will  directly  benefit  every  Federal  agency  involved  in 
making  grants  to  a  variety  of  recipients,  including  State  and  local  governments,  Tribes, 
universities,  research  institutions,  nonprofit  organizations  and  others. 

Audit  Resolution 

•  Resolve  audit  findings  on  grantee  and  contractor  organizations  which  affect  programs  of 
more  than  one  HHS  OPDIV  or  Federal  agency. 

•  Recommend  corrections  to  deficiencies  in  overall  accounting  systems,  internal  controls 
or  other  management  systems. 

•  Provide  functional  leadership  for  completing  and  coordinating  with  the  Office  of  the 
Inspector  General  the  Annual  Management  Report  on  Final  Action  to  Congress  on  audit 
findings. 

PSC  Operations  and  Management  Staff 

•  Provides  leadership  and  policy  direction  to  the  activities  of  the  Program  Support  Center. 
Fund  Manager  Policy  Support  Staff 

•  Provide  analytical  and  decision  support  to  the  Funds'  Board  of  Directors;  advise  the 
Board  on  fiscal  implications  of  its  policies  and  decisions. 

•  Provide  Fund-wide  direction  for  financial  management,  budget,  fee-for-service 
development,  etc. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  OS  Service  and  Supply  Fund  components  is  an  increase  of  $145,000 
above  FY  2003  levels.  The  increase  reflects  the  funds  needed  to  cover  increased  costs  such  as 
the  annualization  of  the  January  2003  pay  raise,  the  anticipated  January  2004  pay  raise,  and  other 
increases. 
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HHS  SERVICE  AND  SUPPLY  FUND 

OFFICE  OF  THE  SECRETARY  SERVICE  PROVIDERS 
ESTIMATED  FY  2004  REVENUE  BY  CUSTOMER 
(Dollars  in  thousands) 


Operating 
Agencies 

Regional 
Health 
Administrator 
s 

DOS 

TAGGS 

Audit 
Resolution 

Total1 

CMS 

$- 

$29 

$84 

$177 

$290 

ACF 

-  7 

19 

383 

-  409 

AoA 

-1 

7 

-40 

48 

HRSA 

-949 

30 

154 

-17 

-1,150 

IHS 

-  542 

169 

73 

-  15 

-  799 

FDA 

-542 

81 

22 

1 

646 

CDC 

542 

140 

79 

-24 

-785 

NTH 

542 

198 

296 

248 

-1,284 

SAMHSA 

542 

-15 

91 

-26 

-674 

AHRQ 

542 

7 

8 

557 

OS 

542 

21 

8 

571 

TOTAL 

$4,743 

$698 

$841 

$931 

$7,213 

1  Total  excludes  costs  of  PSC  Operations  &  Management  ($149)  and  Fund  Manager  support  staff  ($584). 
Fund  Manager  costs  are  spread  over  all  SSF  activities,  and  PSC  Operations  &  Management  costs  are  spread  over  all 
PSC  activities  as  overhead  charges. 
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HIV/AIDS  IN  MINORITY  COMMUNITIES 

FY  2002  FY  2003  FY  2004      Increase  or 

Actual         President's  Budget        Estimate  Decrease 

Budget  Authority         $49,991,000  $50,000,000       $50,000,000  $- 

FTE  "  i-'"-""  ~  ;   

Purpose  and  Method  of  Operations 

In  1999,  the  Congressional  Black  Caucus  initiated  a  partnership  with  the  Department  to 
significantly  increase  the  national  response  to  the  HIV/ AIDS  epidemic  in  racial  and  ethnic 
minority  communities.  The  disproportional  impact  of  this  epidemic  on  these  populations 
warranted  a  new  HIV/ AIDS  campaign.  The  partnership  identified  the  following  issues  as 
priority: 

•  to  develop  more  effective  prevention  education  interventions; 

•  to  increase  access  to  HIV  counseling  and  testing  services;  and 

to  ensure  that  comprehensive  and  quality  health  care  and  drug  abuse  treatment  services 
are  available  in  these  communities. 

Since  FY  1999,  $50,000,000  has  been  appropriated  each  year  to  support  the  Minority  HTV/AIDS 
Initiative  (MAI).  Utilizing  these  funds,  significant  steps  have  been  taken  to  respond  to  this 
unfolding  crisis  through  capacity  enhancements  to  mount  a  community-based  response, 
delivering  prevention  and  treatment  services,  and  providing  guided  and  informed  technical 
assistance  and  research.  A  sustained  commitment  to  these  goals  must  be  maintained  to  ensure  a 
durable  response  -  with  a  flexible  resource  pool  that  can  be  quickly  targeted  to  respond  to  newly 
emerging  problems  -  and  to  capitalize  on  lessons  learned.  These  targeted  investments  have  been 
successful  in  identifying  and  addressing  key  barriers  to  allowing  the  Department's  programs  to 
effectively  reach  and  serve  communities  of  color. 

Rationale  for  the  Budget  Request 

The  HIV/ AIDS  in  Minority  Communities  Program  identifies  and  supports  innovative  approaches 
for  reducing  the  HIV/ AIDS  crisis  in  minority  communities.  Accordingly,  the  FY  2004  request 
includes  $50,000,000  for  the  Secretary  to  transfer  to  the  HHS  public  health  agencies  for  specific 
program  activities.  These  resources  will  provide  the  Department  with  a  means  of  addressing 
underlying  issues  that  have  frustrated  effective  public  health  responses  to  the  epidemic  in 
minority  communities,  which  crosscut  narrower  focus  areas  of  Agency-specific  programming. 
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HIV/AIDS  IN  MINORITY  COMMUNITIES 

Funding  Allocation 
(Dollars  in  thousands) 


Agency 

FY  1999 

FY  2000 

FY  2001 

FY  2002 

FY  2003' 

FY  20041 

CDC 

-$21,000 

$20,045 

$16,450 

$15,641 

SAMHSA 

12,500 

12,000 

11,500 

12,000 

HRSA 

5,800 

5,000 

6,100 

6,200 

MH 

2,700 

1,200 

— 

— 

IHS 

— 

750 

1,100 

1,450 

OS 

8,000 

10,600 

15,050 

14,700 

OPHS: 

OHAP 

2,500 

3,000 

3,420 

3,200 

OMH 

5,000 

6,500 

7,800 

7,900 

OPA 

500 

600 

3,000 

3,000 

OWH 

500 

500 

600 

ASPE 

330 

TOTAL 

$50,000 

$50,000 

$50,000 

$49,991 

$50,000 

$50,000 

1  Allocation  to  be  determined. 
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INFORMATION  TECHNOLOGY  SECURITY  AND  INNOVATION  FUND 

FY  2002  FY  2003  FY  2004  Increase  or 

Actual         President's  Budget        Estimate  Decrease 

Budget  Authority         $21,960,000  $20,000,000       $18,400,000  -$1,600,000 

FTE  - 

Purpose  and  Method  of  Operations 

The  Department's  information  technology  (FT)  systems  are  highly  decentralized  and 
heterogeneous,  and  therefore  vulnerable  to  exploitation.  The  IT  Security  and  Innovation  Fund 
finances  projects  consistent  with  Secretary  Thompson's  May  24,  2001,  "Statement  of  Direction 
Regarding  Information  Technology,"  in  which  he  stated  his  goal  of  managing  the  Department's 
IT  on  an  enterprise  basis.  Therefore,  projects  funded  through  the  FT  Fund  focus  on  HHS 
enterprise-wide  investments,  notably:  enterprise  architecture,  key  E-Government  projects,  HHS 
common  IT  infrastructure  services,  and  security  and  infrastructure  to  enable  common 
administrative  systems. 

These  enterprise  elements  are  critically  important  to  the  goal  of  consolidating  across  "One 
HHS."  In  addition,  through  the  consolidation  of  FT  assets,  HHS  can  eliminate  unnecessary 
duplication  of  resources  and  efforts,  while  simultaneously  ensuring  an  appropriate  level  of 
redundancy  for  continuous,  robust,  reliable  operations.  Continuous  modernization  of  processes, 
practices,  and  systems  will  result  in  improved  services  to  citizens,  customers,  and  stakeholders. 

The  FT  Fund  gives  priority  to  projects  which  meet  one  or  more  of  the  following  criteria:  have 
value  to  more  than  one  HHS  Operating  Division;  support  the  President's  Management  Agenda; 
integrate  existing  functions;  promote  security;  reduce  costs;  and  increase  interoperability.  The 
FT  Fund  ensures  that  all  projects  meet  HHS  and  US  standards  for  capital  investment,  are 
approved  by  the  Department's  IT  Investment  Review  Board  (FTIRB),  conform  to  the  HHS 
Enterprise  Architecture,  and  have  a  system  of  accountability  and  performance  measurement  in 
their  project  plans. 

The  IT  Fund  also  assists  the  Department  in  conforming  with  the  Clinger-Cohen  Act,  the 
Government  Information  Security  Reform  Act  (GISRA),  Critical  Infrastructure  Protection  (CIP) 
requirements,  OMB  Circulars  A-127  and  A- 130,  NIST  security  guidelines,  and  Section  508  of 
the  Disabilities  Act. 

The  n  Fund  was  first  appropriated  in  FY  2002;  those  monies  were  used  to  support  the  following 
accomplishments: 
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•  Cyber-intelligence  warnings  available. 

•  Installation  of  multi-tier  computer  virus  protection. 

•  Initiation  of  security  training,  and  certification  of  32  IT  professionals. 

•  Completion  of  an  Enterprise  security  risk  assessment. 

•  Completion  of  a  baseline  inventory  of  current  FTS200 1  and  other  long-haul 
communications  circuits. 

•  Completion  of  an  IT  hardware  asset  inventory. 

•  Finalization  of  a  PKI  assessment,  in  coordination  with  the  Federal  E- Authentication 
Program. 

•  Completion  and  rollout  of  the  Enterprise  Human  Resources  and  Payroll  program 
(EHRP). 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  IT  Security  and  Innovation  Fund  is  $1 8,400,000,  a  decrease  of 
$1,600,000  below  the  FY  2003  level.  This  decrease  reflects  the  elimination  of  funding  for 
Configuration  Management,  which  will  be  captured  under  Enterprise  Architecture,  and 
maintaining  Section  508  funding  at  current  levels.  In  addition,  savings  have  been  achieved  from 
the  completion  and  rollout  of  the  EHRP  in  FY  2002.  Therefore,  EHRP  has  been  eliminated 
(except  for  maintenance)  from  the  IT  major  projects  list  and  the  FY  2003-2006  IT  5-Year 
Strategic  Plan  as  a  new  development. 

For  FY  2003  and  FY  2004,  the  IT  Fund  will  be  used  to  enable  the  OPDIVs  to  have  an  enterprise 
perspective,  including: 

Implementation  of  an  E-Gov  model. 

•  Completion  of  a  Common  Enterprise  Architecture  Model. 
Deployment  of  a  simple,  unified  e-grants  application  mechanism. 

•  Initial  launch  of  an  Enterprise  Information  portal  (intranet). 

•  Implementation  a  fully-integrated,  cost-effective  HHS  network. 

•  Completion  of  Consortium  IT  functions  and  infrastructure  consolidation. 

•  Consolidation  of  key  IT  services,  both  within  OPDIVs  and  across  the  Department. 
Issuance  of  HHS  PKI  operational  certificates  to  HHS  subscribers. 

Each  OPDIV  must  justify  its  requests  to  utilize  Fund  resources  through  the  Department's  111KB 
process.  The  highest  priority  IT  projects,  as  determined  by  the  ITIRB,  will  receive  funding. 

In  addition  to  the  projects  listed  in  the  HHS  Enterprise  IT  Strategic  Plan  for  FY  2003-FY  2006 
which  may  seek  additional  funding  (e.g.,  Enterprise  Architecture,  Web  Portals,  IT  Consolidation, 
IT  Security,  Network  Modernization,  Enterprise  Directory,  PKI,  E-Grants),  there  is  also  the 
possibility  that  other  projects  may  seek  funding  support. 
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DETAIL  OF  FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMENT 


FY  2002 

FY  2003 

FY  2004 

Actual 

Pres  Budget 

Estimate 

Immediate  Office  of  the  Secretary  

69 

69 

68 

33 

35 

34 

26 

28 

28 

Planning  and  Evaluation   

79 

95 

95 

Budget,  Technology  and  Finance  

129 

144 

148 

131 

156 

150 

Intergovernmental  Affairs   

40 

47 

45 

General  Counsel  

347 

344 

342 

Departmental  Appeals  Board  

72 

76 

73 

3 

3 

Global  Health  Affairs  

55 

56 

56 

Public  Health  and  Science  

299 

312 

312 

10 

 10 

_J0 

Total,  GDM  (excluding  SSF)  

1,290 

1,375 

1,364 

Average  GS  Grade 

2000   12.0 

2001   '^4>^-,«  ivrir*   •  •     ♦  *?•  ^ 

2002  .  .. .  12.1 

2003   12.1 

2004    12.1 
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DETAIL  OF  POSITIONS 

FY  2002 

FY  2003 

FY  2004 

Actual 

Pres  Budeet 

Estimate 

1 

1 

Executive  Level  II   

  1 

1 

1 

Executive  Level  III  

Executive  Level  IV 

0 

0 

Executive  Level  V 

Subtotal 

8 

g 

5 

Total  -  Executive  Level  Salaries 

  $1,096,700 

$1,134,800 

$1,160,600 

ES-6  

- 

- 

EC  C 

c 

6 

6 

ES-4  

  22 

22 

22 

ES-3  

  11 

11 

11 

ES-2  

13 

13 

13 

ES-1   

20 

20 

20 

Subtotal 

71 

72 

72 

Total  -  ES  Salaries   

  $8,664,200 

$8,965,300 

$9,169,200 

GS-15  

  240 

255 

253 

GS-14  

363 

386 

383 

GS-13  ; 

  195 

207 

206 

  125 

133 

132 

GS-11  

  92 

98 

97 

GS-10  

  11 

12 

12 

GS-09  

  117 

124 

124 

GS-08  

  64 

68 

68 

GS-07  

  69 

73 

73 

GS-06  

  28 

30 

30 

20 

20 

GS-04  

  19 

20 

20 

GS-03  

  2 

2 

2 

GS-02  

  1 

1 

GS-01  

Qnliti-wtol 

1  IAS 

1,4  J  1 

i  /ion 

  93 

99 

98 

  _J5 

_37 

37 

  1,552 

1,647 

1,635 
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FY  2002 

FY  2003 

FY  2004 

Actual 

Pres  Budget 

Estimate 

Total  FTE  usage  end  of  year  . 

1,332 

1,417 

1,406 

3 

3 

3 

$122,031 

$126,272 

$129,144 

12.1 

12.1 

12.1 

$65,179 

$67,444 

$68,978 

Average  Special  Pay  (Commissioned  Corps)  

$76,279 

$78,929 

$80,725 

$41,981 

$43,440 

$44,428 
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NEW  POSITIONS  REQUESTED 

FY  2004 


Annual 

Positions  Grade  Number  Salary 

None  -  - 
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CENTRALLY-MANAGED  PROJECTS 

The  GDM  Staff  Divisions  are  responsible  for  administering  certain  centrally-managed  projects 
on  behalf  of  all  Operating  Divisions  in  the  Department.  Authority  for  carrying  out  these  efforts 
is  authorized  by  either  specific  statute  or  general  transfer  authority  (such  as  the  Economy  Act,  31 
USC  1535).  The  costs  for  centrally-managed  projects  are  allocated  among  the  Operating 
Divisions  in  proportion  to  the  estimated  benefit  to  be  derived. 


PROJECT 

DESCRIPTION 

FUNDING 

Quality  of  Work  Life 
Initiative 

The  Quality  of  Work  Life  (QWL)  Initiative 
supports  the  Work/Life  Center  at  HHS 

Urtrt^An^T^A^'  -f V» /~»  /"WITT    T. . +.-1,-1-1       J*,****.                 T  TT  J O 

neaaquarters,  tne  yWL  internet  site  on  tne  tuio 
Home  Page;  an  annual  survey  of  HHS  employees; 
the  Department-wide  Conference  on  Diversity  and 
the  Secretary's  Conference  on  Family-Friendly 
Work  Practices;  activities  of  the  HHS  Union- 
Management  Partnership  Council;  and  consultation 
and  skills  training  to  human  resource  management 
professionals  and  change  agents  throughout  HHS. 

$714,000 

National  Rural 

Development 

Partnership 

These  monies  fund  HHS's  participation  in  the 
National  Rural  Development  Partnership,  which  is 
is  managed  by  USDA's  Rural  Development 
Administration  and  involves  all  Cabinet 
Departments  except  State  and  Justice.  Under  this 
initiative,  over  40  States  have  developed  State  Rural 
Development  Councils  to  support  rural 
development,  based  on  the  principles  of  cooperation 
between  Federal,  State,  and  local  governments. 

$422,000 

IT  Access  for  the 
Disabled 

These  funds  ensure  that  HHS  complies  with  the 
requirements  of  Section  508  of  the  Rehabilitation 
Act  Amendments:  a  baseline  of  current  compliance 
and  vulnerabilities  is  being  established;  governance 
rules  for  Section  508  are  being  developed;  and  a 
comprehensive  program  is  being  implemented 
which  should  become  a  part  of  the  HHS 
infrastructure  in  the  same  manner  that  EEO 
requirements  and  programs  have. 

$204,000 
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Media  Outreach 

These  funds  are  used  to  expand  the  production  and 
distribution  of  (1)  public  service  announcements 
and  video  news  reports  for  air  time  on  TV  and 
radio,  including  in  Spanish,  and  (2)  media  fact 
books  and  health  care  kits  directed  to  disadvantaged 
and  minority  audiences. 

$75,000 

Energy  Program 
Review 

The  Energy  Program  Review  funds  a  private 
contractor  to  evaluate  the  status  of  Operating 
Division  energy  conservation  programs,  and  to 
update  existing  policies  to  ensure  Departmental 
compliance  with  Federal  laws  and  regulations. 

$50,000 

Safety,  Health,  and 

Environmental 

Programs 

The  Safety,  Health,  and  Environmental  Program 
enables  the  Department  to  continue  conducting 
safety  and  occupational  health  program  evaluations 
and  environmental  compliance  assessments 
necessary  to  ensure  that  HHS  employees  have  a  safe 
and  healthful  working  environment  as  required  by 
statute. 

$42,000 

HHS  Health  and 
Wellness  Center 

The  HHS  Health  and  Wellness  Center  funds  are 
used  to  provide  a  portion  of  the  ongoing  operating 
costs  of  a  health  facility  which  promotes  physical 
fitness  for  all  HHS  employees  located  in  the 
Southwest  Complex. 

$37,000 

Safety  Management 
Information  System 

The  SMIS  is  a  Department-wide  accident  and  injury 
reporting  and  analysis  system  which  enables  HHS 
to  verify  the  accuracy  of  Worker's  Compensation 
claims  charged  by  the  Department  of  Labor  (DOL); 
it  also  assists  in  accident  prevention  efforts  required 
by  DOL  and  Executive  Order  12196,  and  identifies 
deficiencies  in  HHS's  accident  prevention  program. 

$12,000 

TOTAL 

$1,556,000 
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APPROPRIATION  LANGUAGE 
For  carrying  out,  to  the  extent  not  otherwise  provided,  research  studies  under  section 
1 1 10  of  the  Social  Security  Act  and  title  IE  of  the  Public  Health  Service  Act  [$2,500,000] 
S 2. 499.000:  Provided,  That  in  addition  to  amounts  provided  herein,  [funds]  $21.000.000  shall 
be  available  from  amounts  available  under  section  241  of  the  Public  Health  Service  Act  [may  be 
used]  to  carry  out  national  health  or  human  services  research  and  evaluation  activities:  Provided 
further,  That  the  expenditure  of  any  funds  available  under  section  241  of  the  Public  Health 
Service  Act  are  subject  to  the  requirements  of  section  205  of  this  Act.  (Department  of  Health 
and  Human  Services  Appropriations  Act,  2002,  as  enacted  by  Title  II  of  PL  107-116.) 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION1 


General  funds: 


FY  2003 

FY  2002  President's  FY  2004 
Actual  Budget  Estimate 


Annual  appropriation   $2,500,000        $2,499,000  $2,499,000 

Rescission  pursuant  to  PL  107-206    -6.000 

Adjusted  Budget  Authority   2,494,000  2,499,000  2,499,000 


Unobligated  balance  lapsing    -1,000 


Total  obligations    $2,493,000        $2,499,000  $2,499,000 


$24,682,000;  FY  2003  -  $27,500,000;  FY  2004  -  $30,500,000. 
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SUMMARY  OF  CHANGES 

2003  Request -General  funds  $2,499,000 

Total  estimated  budget  authority   2,499,000 

2004  Request -General  funds   $2,499,000 

Total  estimated  budget  authority   2,499,000 

Net  change  $- 

2003 

President's  Budget  Change  from  Base 

Budget  Budget 
(VIE)        Authority        (FTE)  Authority 

Increases: 

A.  Built-in: 

1.  Salaries    $-        (-)  $- 

2.  Benefits   ^ 

Subtotal   

B.  Program: 

1.  Allother    2,494,000  ^_ 

Total  increases  

Net  change   (-)  $- 
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BUDGET  AUTHORITY  BY  ACTIVITY 
(Dollars  in  thousands) 


FY  2003 

FY  2002  President's  FY  2004 

Actual  Budget  Estimate 

FTE      Amount    FTE     Amount  FTE  Amount 


Total  budget  authority  .......         47        $2,494      47       $2,499      47  $2,499 
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BUDGET  AUTHORITY  BY  OBJECT 


FY  2003 
President's 
Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


FTE  employment  (reimbursables) 


47 


47 


Average  SES  salary 
Average  GS  grade  . 
Average  GS  salary  . 


$- 


$- 


$- 


$- 


$- 


$- 


Personnel  compensation: 
Full-time  permanent  . 


$- 


$- 


-$- 


Other  than  full-time  permanent  

Other  personnel  compensation   -  _- 

Subtotal  

Civilian  personnel  benefits    -  - 

Benefits  to  former  personnel   -  ^ 

Subtotal,  pay  costs   -  - 

Travel   -  - 

Transportation  of  things  

Rental  payments  to  GSA   -  - 

Communications,  utilities, 

miscellaneous  charges  -  -  - 

Printing  and  reproduction    -  - 

Other  services   - 

Purchases  of  goods  and  services  from 

Government  accounts   -  - 

Research  and  development  contracts  ...  -  - 

Subtotal,  other  contractual  services  -  - 

Supplies  and  materials   -  - 

Equipment    - 

Grants,  subsidies  and  contributions   2.499,000  2.499.000 

Subtotal,  non-pay  costs   2,499,000  2,499,000 

Total  budget  authority   $2,499,000  $2,499,000 
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SALARIES  AND  EXPENSES 
(Budget  Authority) 


FY  2003 
President's 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget 


Personnel  compensation: 
Full-time  permanent  (11.1) 


$- 


$- 


Other  than  full-time  permanent  (11.3)  

Other  personnel  compensation  (1 1 .5/1 1 .8)   -  - 

Subtotal,  personnel  compensation  (11.9)  

Civilian  personnel  benefits  (12.1)   

Benefits  to  former  personnel  (13.0)   - 

Subtotal,  pay  costs   

Travel  (21.0)   - 

Transportation  of  things  (22.0)  

Rental  payments  to  others  (23.2)    -  - 

Communications,  utilities,  miscellaneous  charges 

(23.3)  

Printing  and  reproduction  (24.0)    -  - 

Other  contractual  services: 

Advisory  and  assistance  services  (25.1)   - 

Other  services  (25.2)   

Purchases  of  goods  and  services  from 
Government  accounts  (25.3)    -  - 

Operation  and  maintenance  of  facilities  (25.4)   -  -  - 

Research  and  development  contracts  (25.5)   -  - 

Medical  care  (25.6)   

Operation  and  maintenance  of  equipment  (25.7)  .. .  -  - 

Subsistence  and  support  of  persons  (25.8)   -  - 

Subtotal,  other  contractual  services    -  - 

Supplies  and  materials  (26.0)   _z  - 

Subtotal,  non-pay  costs   -  - 

Total  Salaries  and  Expenses   $  -  $-  $  - 
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AUTHORIZING  LEGISLATION 


2003             2003  2004  2004 

Amount  President's  Amount  Budget 

Authorized        Budget  Authorized  Request 

Policy  Research  (BA) .. .  Indefinite  $2,499,000  Indefinite  $2,499,000 
Evaluation  funds 

(reimbursable)                 Indefinite  $18,000,000  Indefinite  $21,000,000 
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FY  1995 
Appropriation 
Rescissions 
SSA  Transfer 

FY  1996 
Appropriation 
Rescission 

FY  1997 
Appropriation 
Rescission 

FY  1998 
Appropriation 

FY  1999 
Appropriation 
Rescission 

FY  2000 
Appropriation 
Rescission 

FY  2001 
Appropriation 
Rescission 

FY  2002 
Appropriation 
Rescission 

FY  2003 
Appropriation 

FY  2004 
Appropriation 


APPROPRIATIONS  HISTORY  TABLE 
(Non-Comparable) 

Budget 

Estimate  House  Senate 

to  Congress        Allowance  Allowance 

$13,000,000       $13,659,000  $- 


9,000,000  9,000,000 

9,000,000  9,000,000  18,500,000 

9,000,000  14,000,000  9,500,000 

14,000,000  14,000,000  14,000,000 

14,000,000  14,000,000  15,000,000 

16,738,000  16,738,000  16,738,000 

2,500,000  2,500,000  2,500,000 

2,499,000 
2,499,000 


Appropriation 


$13,659,000 
-4,032,000 
-244,000 


9,000,000 
-32,000 


18,500,000 
-14,000 

13,974,000 

14,000,000 
-9,000 

17,000,000 
-262,000 

16,738,000 
-23,000 


2,500,000 
-6,000 
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POLICY  RESEARCH 


Budget  Authority 

Evaluation  funds 
(reimbursable) 

Total,  Program 
Level 

FTE 


FY  2002 
Actual 

$2,494,000 

18,000.000 

$20,494,000 
47 


FY  2003 
President's  Budget 

$2,499,000 

18.000.000 

$20,499,000 
47 


FY  2004 
Estimate 

$2,499,000 

21.000.000 

$23,499,000 
47 


Increase  or 
Decrease 


+3.000.000 
+$3,000,000 


General  Statement 


The  Policy  Research  program  examines  broad  issues  that  cut  across  agency  and  subject  lines,  as 
well  as  new  policy  approaches  developed  outside  the  context  of  existing  programs.  It  has  three 
broad  goals:  first,  to  provide  policy-relevant  information  on  national  trends  in  public  and  private 
health  and  human  service  programs;  second,  to  analyze  the  potential  costs  and  benefits  of 
proposed  public  sector  policy  changes  to  these  programs;  and  third,  to  identify  emerging  policy 
issues  and  potential  solutions. 

The  need  for  coordinated,  objective,  and  high-quality  policy  research  and  data  collection  and 
analysis  is  especially  important  in  light  of  the  dramatic  changes  now  occurring  in  health  care  and 
human  services.  The  Policy  Research  program  is  critical  to  meeting  this  need.  The  requested 
funding  level  will  support  expanded  research  on  the  many  issues  raised  by  recent  major  changes 
in  health  and  human  services  programs;  for  instance,  the  reform  of  the  welfare  system  and  the 
need  to  modernize  Medicare.  Specifically,  the  FY  2004  request  level  of  $23,499,000  will 
support  work  on  the  following  priority  themes  identified  by  the  Secretary: 

State  Innovation:  Supporting  State  demonstrations  of  ways  to  better  deliver  effective  health 
and  human  services. 

Working  Toward  Independence:  Supporting  research  on  how  to  promote  work  and  self- 
sufficiency,  especially  on  the  part  of  welfare  families  and  the  working  poor,  and  increase  the 
control  over  services  and  quality  of  life  for  people  with  disabilities. 

Leaving  No  Child  Behind:  Studying  ways  to  improve  school  readiness  as  a  critical  component 
of  comprehensive  early  childhood  education. 

Promoting  Active  Aging  and  Improving  Long-Term  Care:  Encouraging  individual  planning 
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for  age-related  health  and  long-term  care  needs  and  improving  post  acute  care  service  delivery, 
organization,  and  outcomes. 

Protecting  and  Empowering  Specific  Populations:  Promoting  research/demonstration 
activities  for  special  populations  such  as  persons  with  disabilities,  mental  illness,  and  addictions. 

Helping  the  Uninsured  and  Increasing  Access  to  Health  Insurance:  Identifying  effective 
ways  to  promote  State  innovation  and  increase  access  to  insurance  through  market-based 
solutions. 

Realizing  the  Possibilities  of  21"  Century  Health  Care:  Studying  ways  to  improve  the 
electronic  health  information  infrastructure  and  reduce  medical  errors. 

Protecting  Our  Homeland:  Assessing  the  preparedness  of  our  public  health  system  to  respond 
to  a  bioterrorism  attack. 

Closing  the  Gaps  in  Health  Care:  Developing  options  for  modernizing  Medicare  and 
expanding  access  to  health  care  services,  especially  for  those  groups  with  significant  health 
disparities. 

In  addition,  in  FY  2003  and  FY  2004  ASPE  plans  to  pursue  evaluations  to  support  program 
performance  information  needs  identified  by  the  Performance  Assessment  Rating  Tool  (PART) 
analysis  for  several  programs,  including  CDC  Childhood  Immunizations,  HRSA  Nursing  Loan 
Repayment,  Brief  Intervention  under  the  President's  Drug  Treatment  Initiative,  and  IHS 
Sanitation  Facilities.  Final  appropriated  funding  for  Policy  Research  during  the  last  five  years 
has  been  as  follows: 


Fiscal  Year  Funds  FTE 

1999  $13,987,000  28 

2000  $16,735,000  29 

2001  $16,548,000  29 

2002  $2,494,000 

2003  $2,499,000 


State  Innovation  Fund 

The  third  year  of  funding  on  planning  and  demonstration  grants  to  allow  States  to  design, 
demonstrate,  and  evaluate  new  models  for  delivering  health  and/or  human  services  at  the 
community  level  to  low-income  adults,  families,  and  children.  The  focus  of  the  grants  will 
include,  but  will  not  be  limited  to,  the  following  areas:  providing  health  care  to  the  working 
poor;  facilitating  access  to  health  care  for  the  uninsured;  providing  services  to  the  disabled  and 
aged,  children  and  youth,  and  working  families  (especially  the  hard-to-serve);enhancing 
gateways  to  services  (e.g.,  schools  and  faith-based  entities);  providing  other  essential  services 
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(e.g.,  child  care  and  respite  care);  and  promoting  family  formation,  responsible  fatherhood,  and 
responsible  child-rearing  in  the  context  of  marriage.  States  will  be  encouraged  to  integrate 
separate  but  related  services  funded  by  different  programs  and/or  provided  by  different  agencies. 
States  will  be  required  to  include  measurable  indicators  of  performance  to  facilitate  evaluation  of 
the  outcomes  of  the  demonstrations. 

In  FY  2004,  the  planned  major  accomplishment  for  the  State  Innovation  Fund  is  that  the  Offcie 
of  the  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE)  will  facilitate  information 
exchange  among  the  grantees,  other  States,  and  others  interested  in  new  and  creative  ways  to 
deliver  health  and/or  human  services. 

Human  Services  Policy 

Human  services  policy  research  focuses  on  issues  related  to  low-income  populations  and 
includes  analyses  of  the  impacts  of  changes  in  demographic  and  economic  characteristics  on 
programs  that  serve  these  populations.  It  includes  analyses  of  the  impacts  and  outcomes  of 
welfare  reform,  particularly  on  low-income  families  with  children.  Major  themes  include 
exploring  programs  and  practices  that  strengthen  families  and  support  them  as  they  move  from 
welfare  to  work  and  self-sufficiency;  analyzing  the  impacts  of  cash  assistance,  child  support,  and 
work  support  program  changes  on  the  demographic  and  economic  characteristics  of  the  low- 
income  population,  including  poverty,  increasing  personal  responsibility;  and  exploring 
challenges  faced  by  low-income  children,  youth,  and  families  -  including  child  care,  school 
readiness,  child  abuse  and  neglect,  domestic  violence,  exposure  to  drugs  and  alcohol,  physical 
and  mental  health  issues,  child  welfare  issues,  homelessness,  out-of-wedlock  childbearing 
(especially  among  teens),  and  youth  violence.  Studies  and  data  to  monitor  the  well-being  of 
children  at  both  the  State  and  national  levels  are  also  a  high  priority. 

In  FY  2004,  planned  major  accomplishments  for  Human  Services  Policy  are  as  follows: 

•  Building  State  capacity  for  designing  and  conducting  high-quality  research  and 
evaluations  of  State  and  local  programs  serving  low-income  populations,  and  assessing 
the  effects  of  welfare  reform  on  current,  former,  and  potential  welfare  recipients  and 
other  special  and  hard-to-serve  populations  (e.g.,  those  with  mental  health  and  substance 
abuse  problems  and  people  with  disabilities)  affected  by  State  TANF  policies. 

•  Creating  an  integrated  picture  of  the  low-income  population,  especially  low-income 
families  with  children,  combined  with  broader  analyses  of  the  economic  condition,  health 
and  well-being,  socio-demographic  characteristics,  and  the  social  service  needs  of  low- 
income  individuals,  families,  and  children. 

•  Studying  and  disseminating  information  about  the  well-being  of  children  and  youth  and 
assessing  the  effects  and  impacts  of  welfare  reform  policies  (e.g.,  time  limits,  work 
requirements  and  strategies  to  increase  personal  responsibility)  and  changing  labor 
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markets  on  employment,  poverty,  family  composition,  and  child  well-being. 

Continuing  cross-cutting  research  into  the  outcomes  of  welfare  reform  on  current, 
former,  and  potential  TANF  recipients  with  respect  to  employment  rates,  earnings, 
sources  of  income,  use  and  awareness  of  other  public  assistance  programs  and  work 
support  programs  and  services  (including  Medicaid  and  food  stamps),  and  overall  child 
and  family  well-being  (including  such  areas  as  food,  health  and  housing  insecurity,  child 
care,  foster  care,  and  domestic  violence). 

Understanding  the  demographics  and  poverty  dynamics  of  those  who  are  neither 
receiving  cash  assistance  nor  employed,  and  the  extent  to  which  different  populations  are 
served  by  existing  programs  and/or  could  be  better  served;  examining  issues  related  to 
the  measurement  of  poverty,  including  the  extent  to  which  it  accurately  captures  the 
economic  well-being  of  low-income  individuals,  families  and  children  and  the 
implications  of  alternative  poverty  measures. 

Promoting,  enhancing,  and  supporting  State  and  local  capacity  for  designing  and 
conducting  data  collection  and  monitoring  studies  to  facilitate  States'  monitoring  of 
outcomes  for  their  own  State  and  local  populations.  Activities  could  include  state-level 
data  collection  efforts  (using  both  administrative  data  and  surveys),  administrative  data 
linking,  the  creation  of  public-use  and  restricted-access  data  files,  and  fostering  linkages 
with  programs  to  improve  the  quality  of  research  results  and  ensure  more  uniformity  and 
comparability  across  studies. 

Enhancing  job  retention  and  advancement  for  those  moving  from  welfare  to  work  and 
self-sufficiency;  and  providing  critical  supports  for  poor  and  low-wage  workers  who  face 
barriers  to  success  in  the  labor  market 

Supporting  and  enhancing  research,  services,  and  approaches  to  strengthen  and  support 
present  and  future  families,  including  activities  to  prevent  out-of-wedlock  pregnancies, 
especially  among  teens. 

Supporting  and  enhancing  research,  services,  and  approaches  to  promote  children's  social 
capabilities,  emotional  health,  cognitive  development,  physical  health,  and  school 
readiness. 

Understanding  and  measuring  the  impacts  and  outcomes  of  welfare  reform  on  child  and 
youth  well-being  and  development,  continuing  research  to  improve  development  and  use, 
particularly  at  the  State  level,  of  indicators  of  child  well-being  (including  school 
readiness  indicators),  and  continuing  annual  reports  on  the  well-being  of  children  and 
youth. 

Supporting  research  and  activities  related  to  national  child  support  enforcement 
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programs,  including  compliance,  child  well-being,  custody,  and  visitation,  father 
involvement,  paternity  establishment,  and  enhanced  enforcement. 

•  Continuing  and  enhancing  research,  services,  and  approaches  to  helping  hard-to-serve 
and  special  populations  (e.g.,  persons  with  disabilities  and  mental  illness,  victims  of 
domestic  violence,  substance  abusers,  immigrants,  and  Native  Americans)  move  from 
welfare  to  work  and  self-sufficiency. 

•  Continuing  the  annual  report  to  Congress  on  indicators  of  welfare  dependence. 
Health  Policy 

Health  Policy  research  includes  health  care  financing  and  public  health  issues.  One  major  focus 
will  be  the  modernization  of  Medicare  and  improving  Medicaid  services.  Another  major  focus 
will  be  to  examine  options  for  encouraging  private  health  plan  participation  in  public  programs. 

In  FY  2004,  planned  major  accomplishments  for  Health  Policy  include: 

Examining  ways  to  increase  access  to  health  insurance  through  market-based  solutions; 

•  Developing  new  policy  initiatives  to  improve  access  to  health  services  and  provide  more 
consumer  choice  in  major  departmental  health  programs  such  as  Medicare  and  Medicaid; 

•  Assessing  the  implementation  and  effectiveness  of  the  State  Children's  Health  Insurance 
Program  (SCHIP)  in  enhancing  insurance  coverage  and  improving  health  quality  and 
outcomes  for  various  populations; 

•  Understanding  the  impact  on  HHS  "safety  net"  programs  from  changes  in  health  care 
financing  and  delivery  systems; 

•  Providing  leadership  in  coordinating  health  care  research  across  the  Department  through 
the  Research  Coordination  Council; 

Improving  health  data  systems  and  survey  information  to  yield  relevant  and  timely 
information  to  Departmental  decision-makers;  and 

•  Conducting  qualitative  and  quantitative  analysis  and  coordinating  cross-cutting  health 
policy  issues  and  assure  their  integration  into  the  regulatory  processes,  legislative 
proposals  and  other  policy  support  activities  required  by  the  Secretary. 
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Disability.  Aging,  and  Long-Term  Care  Policy 

Disability,  Aging,  and  Long-Term  Care  research  and  analysis  will  continue  to  address  the  health 
care  and  long-  term  support  needs  of  individuals  with  chronic  illness  and  disability.  A  major 
theme  of  the  Disability,  Aging  and  Long-Term  Care  Policy  research  agenda  is  the  production  of 
information  which  can  be  used  by  States,  communities,  and  consumers,  to  increase  the 
availability  and  affordability  of  an  array  of  high-quality  long-term  care  services  and  reduce 
barriers  to  consumer  choice  and  independence. 

In  FY  2004,  planned  major  accomplishments  for  Disability,  Aging,  and  Long-Term  Care  Policy 
are  as  follows: 

•  Priority  will  be  given  to  research  supporting  the  development  of  new  public  and  private 
programs  and  practices  in  States  and  communities  that  provide  people  with  disabilities 
and  their  families  a  broader  array  of  community-based  support  for  meeting  their  long- 
term  care  needs.  Such  research  will  support  the  Administration's  New  Freedom 
Initiative,  which  promotes  opportunities  for  independent  living  and  economic  self- 
sufficiency  for  people  with  disabilities.  In  addition,  studies  will  continue  to  be 
implemented  that  examine  the  impact  on  access,  quality  and  costs  of  selected  State 
strategies  for  increasing  access  to  personal  care  and  other  home  and  community-based 
services,  with  an  emphasis  on  expanding  opportunities  for  consumers  to  exercise  the 
maximum  amount  of  choice  and  control  over  their  own  services. 

♦  Other  important  areas  of  emphasis  include: 

-  Quality  in  institutional  settings:  Identifying  innovative  strategies  to  improve  the 
quality  and  delivery  of  nursing  home,  post  acute  care,  and  assisted  living  services, 
while  reducing  burdensome  paperwork  requirements  on  providers.  These  efforts  will 
be  coordinated  with  the  Secretary's  Nursing  Home  Quality  Initiative. 

-  The  Long-Term  Care  Workforce:  Studying  State  and  provider  approaches  to 
addressing  the  shortage  of  qualified  front  line  long-term  care  workers;  experimenting 
with  strategies  for  improving  their  retention  and  quality;  developing  and  testing  new 
approaches  to  career  development  and  training;  and  identifying  strategies  for 
improving  wages  and  benefits. 

-  Serving  Individuals  who  are  dually  eligible  for  Medicaid  and  Medicare:  Identifying 
and  studying  State  and  provider  level  approaches  to  serving  dual  eligibles, 
particularly  those  who  use  both  acute  and  long-term  care  services.  Work  will  focus 
on  strategies  that  facilitate  consolidation  of  Medicare  and  Medicaid  funding  streams 
and  promote  capitation  and  foster  consumer  direction. 

-  Family  Care-Giving:  Modeling  the  implications  of  the  aging  of  the  Baby  Boomers 
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on  family  care-giving,  and  the  impact  on  the  relationship  between  formal  and 
informal  caregiving. 

-  Private  Long-Term  Care  Insurance:  Studying  innovative  public-private  partnerships 
to  finance  long-term  care;  examining  the  choices  insurance  claimants  make  and  their 
satisfaction  with  their  coverage  and  services;  and  evaluating  the  early  implementation 
of  the  Federal  long-term  care  insurance  benefit.  Evaluating  implications  of  potential 
changes  in  tax  treatment  of  long-term  care  insurance. 

-  Health  Coverage  and  Organization:  Evaluating  the  impact  of  alternative  financing 
options  for  health  coverage  for  low  income  individuals;  studying  the  satisfaction  of 
physicians  (and  other  health  professionals)  and  the  effect  on  access  to  care  and 
identifying  State  and  Federal  requirements  that  increase  litigation  and  costs. 

-  Conducting  Research  to  Support  the  Development  of  an  Electronic  Health  Record: 
These  analyses  will  support  development  of  a  system  of  effective  clinical 
management  of  patient  information;  improve  quality  of  care;  enhance,  expand,  and 
support  the  role  of  patients  in  health  care  decision  making;  and  reduce  the  regulatory 
burden  imposed  on  providers.  This  is  an  important  element  of  bioterrorism  defense. 

-  Assessment  Forms:  Research  and  analysis  of  assessment  forms  to  improve  their 
utility  and  reduce  burden. 

-  Data  Infrastructure:  Promoting  and  ensuring  the  ongoing  collection  of  administrative 
and  survey  data  to  support  decision  making  on  long-term  care,  disability  and  aging 
issues.  This  includes  developing,  collecting  and  analyzing  longitudinal  data  to 
monitor  and  understand  trends  and  transitions  related  to  these  issues. 

Science  and  Data  Policy 

The  focus  of  the  science  and  data  policy  research  agenda  is  guiding  and  coordinating  the 
development  of  science  and  data  policy  throughout  the  Department,  the  incorporation  of  science 
and  data  policy  considerations  within  regulatory  and  legislative  proposals,  Congressional 
testimony,  press  releases  and  other  public  documents  describing  major  departmental  initiatives. 
The  focus  is  also  to  create  and  maintain  effective  communication  with  scientific  and  technical 
communities  outside  the  Department  regarding  science  and  data  policy  issues. 

In  FY  2004,  planned  major  accomplishments  for  Science  and  Data  Policy  are  as  follows: 

•  Formulate  and  coordinate  HHS-wide  science  policy,  including  strategies  to  foster  further 
development.and  responsible  applications  of  genetic  testing  and  xenotransplantation  (use 
of  animal  cells,  tissues,  and  organs  to  treat  human  diseases)  and  to  encourage  food  safety 
research  relevant  to  regulatory  needs. 
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•  Formulate  and  coordinate  intra-  and  inter-Departmental  efforts  to  develop  and  implement 
strategic  approaches  to  addressing  various  facets  of  children's  environmental  health  and 
its  associated  concerns,  with  emphasis  on  asthma. 

•  Foster  efforts  across  the  Department  toward  ensuring  the  science  components  of 
proposed  regulations,  legislation,  and  other  policy  initiatives  meet  the  highest  standards 
of  science  quality  and  integrity.  Where  appropriate,  exercise  such  quality  control  on  the 
science-based  portions  of  documents  that  form  the  basis  for  decision-making  by  the 
Secretary,  Deputy  Secretary,  and  Chief  of  Staff. 

•  Provide  leadership  and  coordination  in  the  development  and  coordination  of  HHS  wide 
strategies  and  plans  for  data  collection,  analysis  and  dissemination  activities,  data 
standards  and  health  and  human  services  privacy  and  confidentiality,  and  carry  out  a 
research  program  in  those  areas. 

•  Coordinate  and  conduct  interagency  and  gap  filling  research  to  promote  health 
applications  in  the  National  Information  Infrastructure.  (See  below) 

•  Coordinate  and  initiate  interagency  efforts  to  improve  HHS  data  systems  and  statistical 
resources. 

•  Provide  leadership  and  staff  support  for  the  internal  HHS  Data  Council  and  the  external 
National  Committee  on  Vital  and  Health  Statistics,  the  department's  external  advisory 
committee  for  health  information  policy. 

National  Electronic  Health  Information  Initiative 

This  initiative  will  focus  on  national  electronic  health  information  systems,  and  builds  on  work 
underway  since  FY  2002.  The  purpose  of  this  initiative  is  to  accelerate  the  development  and 
adoption  of  the  technology  and  national  standards  necessary  for  Electronic  Health  Record 
Information  Systems  and  their  use  by  the  health  care  and  public  health  systems,  as  well  as 
related  support  for  the  National  Health  Information  Infrastructure  (NHH).  The  initiative 
involves  coordination  within  HHS  and  with  other  Federal  agencies,  as  well  as  State  and  industry 
groups,  to:  promote  the  adoption  of  voluntary  standards,  develop  standards  where  none  exist, 
expend  resources  through  contracts  and  grants  to  acquire  or  adopt  technology  and  standards,  and 
support  the  adoption  and  widespread  dissemination  of  voluntary  terminology  and  messaging 
standards,  as  well  as  such  other  health  data  standards  as  the  Secretary  may  determine  necessary. 
Overall,  the  activities  will  contribute  to  the  Secretary's  goals  of  improving  the  quality  and 
effectiveness  of  health  care,  protecting  and  promoting  the  health  of  individuals  and  families,  and 
strengthening  the  nation's  public  health  preparedness  through  improvements  in  the  NHH. 

In  FY  2004,  planned  major  accomplishments  for  the  National  Electronic  Health  Information 
Initiative  include: 
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Coordinating  HHS  activities  relating  to  the  NHII. 

Convening  a  national  meeting  with  the  industry  and  the  public  health  community  to 
assess  progress  and  identify  and  disseminate  an  action  agenda  for  the  NHII. 

•  Establishing  and  maintaining  objective  measures  of  NHII  progress. 

•  Convening  meetings  with  public  and  private  sector  partners  to  facilitate  collaboration  in 
NHH  development. 

Evaluating  and  accelerating  clinical  and  related  data  standards  activities  to  support  the 
NHII 

Policy  Support 

Underpinning  the  policy  research  program  is  a  variety  of  support  activities  that  include 
simulation  modeling,  statistical  analysis,  development  and  maintenance  of  databases,  and  other 
information  services.  The  goal  is  to  ensure  efficient,  reliable,  and  timely  analytical  support, 
while  offsetting  costs  through  the  introduction  of  cost-saving  technologies. 

In  addition,  ASPE  is  responsible  for  the  HHS-wide  strategic,  legislative,  and  research  planning. 
The  ASPE  chairs  the  Department's  Research  Coordination  Council  (RCC),  which  was 
established  by  the  Secretary  in  the  fall  of  2001;  ASPE  also  provides  key  staff  for  the  RCC's 
workgroups.  The  RCC  encourages  agencies  to  collaborate  in  the  conduct  of  health  services 
research  wherever  possible  in  order  to  achieve  the  most  efficient  and  effective  use  of  research 
resources,  and  ensures  that  HHS  policy  research  fully  supports  the  Department's  primary 
mission  and  objectives.  Because  ASPE's  research  and  evaluation  activities  touch  on  nearly 
every  facet  of  the  Department's  research  portfolio,  its  FY  2004  research  budget  is  categorized 
under  "agency-specific  priorities." 

Poverty  Research  Centers 

ASPE  funds  national  poverty  research  centers.  In  FY  2003,  this  program  will  be  re-competed 
and  multi-year  cooperative  agreements  awarded.  These  cooperative  agreements  support 
research,  training  and  dissemination  activities  focused  on  the  causes,  consequences  and  remedies 
of  poverty. 

In  FY  2004,  the  planned  major  accomplishment  for  the  Poverty  Research  Centers  are  as  follows: 

•  Analyze  the  causes,  consequences  and  remedies  of  poverty  for  the  population  and 
subgroups. 

•  Recruitment,  mentoring  and  training  of  young  poverty  scholars  and  researchers. 
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•        Continual  examination  and  improvement  in  the  methodologies  for  analyzing  poverty  and 
the  effectiveness  of  tax,  transfer  and  service  programs  serving  the  poor. 

To  address  the  President's  Management  Agenda,  ASPE  has  focused  on  organizational 
consolidation  and  eliminating  management  layers.  In  this  respect,  ASPE  has  eliminated  one 
major  office  through  consolidation,  and  has  eliminated  a  number  of  unnecessary  supervisory 
positions.  Additionally,  ASPE  has  improved  its  administration  of  grants  by  developing  a 
partnership  agreement  with  N1CHD  to  use  their  grant  expertise  and  electronic  technology. 
ASPE  currently  outsources  much  of  its  research  and  evaluation  studies. 

Rationale  for  the  Budget  Request 

The  FY  2004  program  level  request  for  Policy  Research  is  the  same  as  the  FY  2003  President's 
Budget  level.  The  FY  2004  request  for  Policy  Research's  One  Percent  Evaluation  funds  is  an 
increase  of  $3,000,000  over  the  FY  2003  level,  to  support  the  National  Electronic  Health 
Information  Initiative.  A  redistribution  of  dollars  within  the  reimbursable  non-pay  object  classes 
will  defray  mandatory  personnel  costs,  such  as  the  annualization  of  the  January  2003  pay  raise, 
the  anticipated  January  2004  pay  raise,  within-grade  increases,  and  career-ladder  promotions. 
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DETAIL  OF  FULL-TIME  EQUIVALENT  (FTE)  EMPLOYMENT 

FY  2002  FY  2003  FY  2004 

Actual  Pres  Budget  Estimate 

Policy  Research  

Reimbursables   47  47  47 

Average  GS  Grade 

1999    13.2 

2000    !3.3 

2001    13.4 

2002    14.1 

2003    14.1 

2004    14.1 
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DETAIL  OF  POSITIONS 

FY  2002  FY  2003          FY  2004 

Actual  Pres  Budget  Estimate 

Executive  Level  I   -  - 

Executive  Level  II    -                   -  - 

Executive  Level  IQ   -                   -  - 

Executive  Level  IV    -                    -  - 

Executive  Level  V   _=                  _r  uz 

Subtotal  

ES-6  

ES-5  

ES-4  

ES-3  

ES-2   -                    2  3 

ES-1   4                   _1  - 

Subtotal   4                    3  3 

GS-15   12                   12  10 

GS-14   15                   15  13 

GS-13   7                    7  7 

GS-12   2                    2  3 

GS-11   1                    1  3 

GS-10   - 

GS-09    3                   3  3 

GS-08   1  I 

GS-07   -  - 

GS-06   1  1 

GS-05  

GS-04  

GS-03  

GS-02  

GS-01   _z  _^ 

Subtotal   42                  42  39 

Ungraded  Positions    17                   16  16 

Total  Positions   63                   61  58 
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FY  2002 

FY  2003 

FY  2004 

Actual 

Pres  Budget 

Estimate 

Total  FTE  usage,  end  of  year  

47 

47 

47 

1 

2 

2 

Average  ES  salary  

125,972 

136,006 

140,630 

14.1 

14.1 

14.1 

$78,265 

$80,690 

$83,433 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

GPRA  PERFORMANCE  PLANS 
FOR  DEPARTMENTAL  MANAGEMENT 

FY  2004  Budget  Page 

Assistant  Secretary  for  Planning  and  Evaluation 

FY  2004  Performance  Plan   192 

Assistant  Secretary  for  Budget,  Technology  and  Finance 

FY  2004  Performance  Plan  195 

Assistant  Secretary  for  Administration  and  Management 

FY  2004  Performance  Plan   216 

Departmental  Appeals  Board 

FY  2004  Performance  Plan   234 

Office  of  the  General  Counsel 

Update  on  Developing  GPRA  Performance  Measures   243 

Office  of  Public  Health  and  Science 

FY  2004  Performance  Plan   244 
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ASSISTANT  SECRETARY  FOR  PLANNING  AND  EVALUATION 

FY  2004  PERFORMANCE  PLAN 

The  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE)  advises  the  Secretary 
on  policy  development  in  health,  disability,  human  services,  and  science  and  provides  advice  and 
analysis  on  economic  policy.  ASPE  leads  special  initiatives  on  behalf  of  the  Secretary; 
coordinates  the  Department's  evaluation,  research  and  demonstration  activities;  and  manages 
cross-Department  planning  activities  such  as  strategic  planning,  development  of  the  Departments 
legislative  program  and  review  of  regulations.  Integral  to  this  role,  ASPE  conducts  research  and 
evaluation  studies,  develops  policy  analyses  and  estimates  the  cost  and  benefits  of  policies  and 
programs  under  consideration  by  the  Department  or  the  Congress.  Reflecting  the  roles  of  policy 
advisor  and  research  foundation,  the  performance  measures  are  necessarily  qualitative. 


FY  Targets 

■:,\  ■'  •   .-;-:/'  .  -;,:>.- 
-  - 

Performance 

Reference* 

1.  Provide  analytical  knowledge 
(policy  research  and  evaluation  studies) 
and  leadership  that  contributes  to  the 
development  of  sound  Department  and 
public  policy 

FY04:  Same  as  FY03 

FY03:  Same  as  FY02 

FY02:  SameasFYO! 

FYOl :  Demonstrated  impact  of  policy 

analysis  and  leadership  on  formulation 

of  public  policy. 

FY04: 
FY03: 

FY02:  Objective  met 
FYOl:  Objective  met 

2.  Maintain  human  and  technological 
capacity  to  respond  to  planning  and 
analytical  needs  of  the  Secretary. 

FY04:  Same  as  FY03 

FY03:  Same  as  FY02 

FY02:  Same  as  FYOl 

FYOl:  ASPE  analytic  support 

functions  made  a  contribution  to  the 

development  of  analyses  for  the 

Secretary.  New  staff  were  hired  and 

trained. 

FY04: 
FY03: 

FY02:  Objective  met 
FYOl:  Objective  met 

Preliminary  Performance  Summary 


Establishing  Performance  Targets:  ASPE  continues  to  employ  descriptive  performance  goals  to 
improve  its  performance  over  time. 

Performance  Progress:  ASPE  reports  significant  achievements  in  the  activities  supporting  all  of 
its  goals  for  FY  2002.  The  following  achievements  describe  ASPE's  success  in  meeting  the 
performance  goals  stated  above. 

1 .  Analytic  Knowledge:  Due  to  its  strong  analytic  capacity,  ASPE  continued  to  play  a  major  role 
in  policy  formulation.  For  example,  policy  research  and  evaluation  studies  in  the  human 
services  policy  arena  contributed  to  the  development  of  the  Administration's  welfare  reform 
reauthorization  principles  in  at  least  three  areas. 
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•  Findings  from  the  National  Evaluation  of  Welfare  to  Work  Strategies  that  an 
employment-focused  welfare-to-work  approach  moved  welfare  recipients  into  jobs  more 
quickly  than  did  an  education-focused  program,  supports  the  "work  first"  emphasis  in  the 
Administration's  principles  and  the  House-passed  bill. 

•  A  project  to  enhance  the  measurement  of  child  outcomes  in  five  State  welfare  evaluations 
focused  attention  on  child  health  and  well-being  in  State  welfare  programs  and 
contributed  to  including  child  well-being  as  an  overarching  purpose  of  the  Temporary 
Assistance  for  Needy  Families  program. 

•  Additionally,  studies  on  the  prevalence  of  mental  health  problems  and  substance  abuse 
among  welfare  recipients  contributed  to  the  inclusion  in  the  Administration's 
reauthorization  principles  of  a  provision  that  would  allow  substitution  of  substance  abuse 
treatment,  rehabilitation,  or  work-related  training  for  the  direct  work  requirement  for 
three  months  in  any  24-month  period. 

•  Results  of  the  first  Federally-sponsored  national  survey  on  homelessness  led  to  increased 
emphasis  on  improving  homeless  access  and  use  of  mainstream  HHS  programs  and 
services,  through  the  establishment  of  the  Secretary's  Workgroup  on  Reducing  Chronic 
Homelessness  and  a  technical  assistance  program  directed  to  States  to  help  them  examine 
access  to  mainstream  resources  for  homeless  individuals. 

Policy  research  and  evaluation  studies  in  the  disability,  aging  and  long-term  care  area  have  been 
used  to  inform  a  number  of  legislative  and  policy  decisions: 

•  Findings  from  the  Cash  and  Counseling  Demonstration  and  related  ASPE  studies  on 
consumer  direction  were  used  to  create  the  streamlined  1115  and  191 5(c)  waiver 
templates  for  States  opting  to  offer  consumer-directed  home  and  community-based 
services  under  Medicaid.  The  Secretary  announced  these  "Independence  Plus"  templates 
on  May  9,  2002. 

•  Studies  of  private  long-term  care  insurance  claimants  and  the  services  they  purchase 
were  used  by  the  Office  of  Personnel  Management  in  designing  the  new  Federal  long- 
term  care  insurance  benefit. 

•  "Informal  Caregiving:  Compassion  in  Action,"  reported  what  is  known  about  the  52 
million  Americans  who  provide  informal  (i.e.,  unpaid)  assistance  to  a  disabled  friend  or 
relative  and  formed  the  basis  of  the  Administration  on  Aging's  Informal  Caregiver 
Support  program. 

•  Findings  and  data  from  the  project,  "  Research  on  Employment  Supports  for  People  with 
Disabilities"  were  used  to  develop  and  modify  the  1999  passage  of  the  Ticket  to  Work 
and  Work  Incentives  Improvement  Act,  permitting  people  with  disabilities  to  return  to 
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competitive  employment  and  still  retain  insurance  coverage. 

2.  Human  and  Technological  Capacity:  In  FY  2002,  ASPE  continued  to  build  a  strong  analytical 
capacity.  Policy  Support  Services  provided  simulation  modeling,  statistical  analysis,  and  other 
technical  and  analytic  services  needed  in  order  to  carry  out  policy  research.  The  goal  was  to 
ensure  efficient,  reliable,  and  timely  analytic  support,  while  offsetting  increases  in  costs  through 
the  introduction  of  cost-saving  technologies.  These  services  support  Department-wide  data 
policy  and  collaboration  efforts  in  data  policy,  including  data  standards  and  privacy,  between 
HHS  and  the  health  industry. 

ASPE  continues  to  support  academic  research  on  poverty  and  promote  secondary  analysis  of 
under-utilized  but  rich  data  sets. 
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ASSISTANT  SECRETARY  FOR  BUDGET,  TECHNOLOGY  AND  FINANCE 

FY  2004  PERFORMANCE  PLAN 

The  Office  of  the  Assistant  Secretary  for  Budget,  Technology  and  Finance  (ASBTF)  provides 
advice  and  guidance  to  the  Secretary  on  all  aspects  of  budgetary,  financial  management,  and 
information  technology  throughout  the  Department.  The  office  consists  of  the  following 
components: 

Immediate  Office  of  the  Assistant  Secretary 

♦  Office  of  Budget 

•  Office  of  Finance 

j        Office  of  Information  Resources  Management 

The  ASBTF  performance  plan  for  FY  2004  and  revised  final  performance  plan  for  FY  2003  is 
structured  to  reflect  the  categories  above.  This  plan  contains  22  performance  measures  for  FY 
2004.  These  measures  demonstrate  both  the  Department's  commitment  to  and  ASBTF's  role  in 
the  implementation  of  the  President's  Government-wide  Management  Reforms  and  the 
Secretary's  additional  Management  Priorities. 

Government-wide  Management  Reforms 

Improve  Financial  Performance  -  The  FY  2004  ASBTF  performance  plan  includes 
performance  measures  addressing  the  timeliness  and  reliability  of  financial  information  (see 
Finance  Goals  1  and  2). 

Expanding  Electronic  Government  -  The  FY  2004  ASBTF  performance  plan  includes  a 
performance  measure  to  improve  the  Department's  e-gov  infrastructure  (see  Information 
Resources  Management  measures  1.7-1.10). 

Other  Management  Priorities 

Unified  Financial  Management  Systems  -  The  Secretary  has  established  this  as  a  Department- 
wide  management  priority.  The  FY  2004  ASBTF  performance  plan  includes  a  performance 
measure  to  assess  progress  toward  the  achievement  of  this  goal  (see  Finance  Goal  3). 

Consolidation  of  HHS  Information  Technology  (IT)  Architecture  and  Enhanced  IT 
Security  -  The  Secretary  has  established  this  as  a  Department-wide  management  priority.  The 
FY  2004  ASBTF  performance  plan  includes  performance  measures  to  assess  progress  toward  the 
achievement  of  this  goal  (see  Information  Resources  Management  measures  1.1  - 1 .8). 
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Budget 


Performance  Goals 

FY  Targets  H 

Actual 
Performance 

Reference* 

Goal  1.  Meet  the  standards  of  quality 
and  timeliness  established  by  the 
ASBTF,  OMB,  Congress  and  oversight 
agencies  for  the  annual  Budget 
submission.  Prepare  clear,  concise 
assessments  that  articulate  HHS 

\J l  LJi  V   UflUt  1UC5  oUU  U  ICtL  i_s&JJCU  U  HwliL 

requirements  in  preparation  of  the 
Department's  budget 

FY04:  Develop  FY06  Budget 
FY03:  Develop  FY05  Budget 
FY02:  Develop  FY04  Budget 
FY01:  NewinFY02 

FY03: 

FY02:  Objective  met 

Goal  2.  Provide  timely  and  useful 
assistance  and  guidance  to  OMB  and 

VUlJUlLIUCv  Oiailj  CUiU  IllUUHUJ  vlivtllVC 

implementation  of  authorizing  and 
other  legislation  and  regulations  for 
Federal  budget  and  management 
functions;  identify  and  coordinate  the 
resolution  of  serious  issues. 

FY04:  Oversee  FY04  Budget 
FY03:  Oversee  FY03  Budget 
FY07-  Ovpr««<»p  FY02  Rurft>ct 
FY01: 
FYOO:  Set 
FY99:  Set  11/98 

FY03: 

FY02:  Objective  met 
FY01:  Objective  met 
FYOO:  Objective  met 
FY99:  Objective  met 

Goal  3.  Professional  management  of 
the  appropriation  process.  Provide 
high-quality  budget  justifications  to  the 
Appropriations  Committees  in  time  for 
hearings. 

FY04:  Submit  FY05  Budget 
FY03:  Submit  FY04  Budget 
FY02:  Submit  FY03  Budget 
FY01:  New  for  FY02 

FY03: 

FY02:  Objective  met 

Performance  Summary 

Performance  Goal  1 :  Meet  the  standards  of  quality  and  timeliness  established  by  the  ASBTF, 
OMB.  Congress  and  oversight  agencies  for  annual  budget  submission.  Prepare  clear,  concise 
assessments  that  articulate  HHS  Operating  Agency  priorities  and  meet  Department  requirements 
in  preparation  of  the  Department's  budget. 

Performance  Objective:  The  Budget  Office  provides  guidance  to  Operating  Divisions'  programs 
and  activities  to  meet  requirements  in  preparation  for  budget  submission  to  the  President  and 
Congress.  This  includes  the  review  of  agency  performance  plans,  as  required  by  the 
Government  Performance  and  Results  Act,  and  incorporates  performance  measurement 
information  into  the  Departments  budget. 

Performance  Report:  During  FY  2002,  the  Budget  Office  consistently  provided  timely,  accurate, 
and  innovative  analysis  and  information  in  an  environment  characterized  by  competing  priorities 
and  non-negotiable  deadlines.  Briefing  materials  were  succinct,  and  questions  from  the 
Secretary  and  his  staff  were  answered  quickly  and  accurately. 
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Performance  Target:  Met  in  FY  2002. 

Goal  2:  Provide  timely  and  useful  assistance  and  guidance  to  OMB  and  committee  staffs  and 
monitor  effective  implementation  of  authorizing  and  other  legislation  and  regulations  for  Federal 
budget  and  management  functions:  identify  and  coordinate  the  resolution  of  serious  issues. 

Performance  Objective:  The  Budget  Office  provides  timely  information  to  the  Secretary  and 
his  staff  in  support  of  compelling  justifications  to  committee  staffs  in  time  for  their  hearings. 

Performance  Target:  Met  in  FY  2002. 

Goal  3:  Professional  management  of  the  appropriation  process.  Provide  high-quality  budget 
justifications  to  the  Appropriations  Committees  in  time  for  hearings. 

Performance  Objective:  The  Budget  Office  develops  and  implements  strategies  for  a  timely  and 
effective  presentation  and  defense  of  the  Department's  budget  during  the  appropriation  process. 

Performance  Target:  New  for  FY  2002. 


Finance 


-  . 

FY  Targets 

Actual 

"v 

Goal  1.  Submit  HHS  Performance  and 
Accountability  Report  (PAR), 
including  consolidated  audited 
financial  statements,  on  time.* 

Measure:  Submit  the  HHS  Performance 

FY04:  November  1 5,  2004 
FY03:  February  1,  2004 

FY04: 
FY03: 

and  Accountability  Report  (PAR)/ 
consolidated  audited  financial 
statements  to  OMB  by  the  due  date. 

FY02:  February  1,  2003 

FY02:  Jan.  31,  2003 

Goal  2.  Earn  an  unqualified  (clean) 
opinion  HHS  consolidated  financial 

statements. 

Measure:  Results  of  audit  opinion. 

FY04:  Unqualified 
FY03:  Unqualified 
FY02:  Unqualified 

FY04: 
FY03: 

FY02:  Unqualified 
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Performance  Goals 

FY  Targets 

Actual 

Goal  3.  Improve  HHS  financial 
management  systems  to  better  provide 
uniform,  integrated  financial 
information  for  all  of  HHS. 

Measure:  Implement  an  integrated 
Department-wide  financial  system  that 
complies  with  Federal  financial 
management  systems  requirements. 

FY04:  Meet  FY04  milestones 
identified  in  the  detailed 
implementation  plan. 

FY03:  Meet  FY03  milestones 
identified  in  detailed 
implementation  plan. 

FY04: 
FY03: 

FY02:  Meet  FY02  milestones 
identified  in  the  Project  Plan. 
This  includes  developing  a 
detailed  implementation  plan  to 
guide  the  remaining  "life"  of 
the  project. 

FY02:  The  Unified 
Financial  Management 
System  (UFMS)  PMO 
met  the  milestones  in 
the  high-level  project 
plan  for  FY02.  HHS 
approved  the 
implementation  plan  on 
Sept.  27,  delivered  to 
OMB  Sept  30,  2002. 

Goal  4.  Maximize  the  use  of  electronic 
payments. 

FY04:  Vendor  =  95% 
Travel  =  100% 

FY03:  Vendor  =  95% 
Travel  =  100% 

FY02:  Vendor  =  95% 
Travel  =  100% 

FY04: 

Measure:  Percentage  of  payments 
transferred  electronically  (Electronic 
Funds  Transfer). 

FY03: 

FY02:  Vendor  =  92% 
Travel  =  98% 

Goal  5.  Timely  vendor  payments 
Measure:  Percentage  of  vendor 

FY04:  97% 
FY03:  97% 
FY02:  96% 

FY04: 
FY03: 

FY02:  98.3% 

payments  made  on  time. 

Goal  6.  Collect  debt  owed  to  HHS. 

Measure:  Percent  increase  in  total 
collections  over  prior  year. 

FY04:  10%  above  total 
collections  for  FY  2003 

FY03:  10%  above  total 

FY04: 
FY03: 

collections  for  FY  2002  ($15.8 
billion) 

FY02:  10%  above  FY01 
collection  ($15.8  billion) 

FY02:Notmct  ($14.4 
billion) 
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Performance  Goafe 

- 

,  Tasfl 

4_ 

Goal  7.  Improve  the  Average  Time  for 
Resolving  Audits  under  the  Single 
Audit  Act.** 

Measure:  Percent  decrease  in  average 
time  to  resolve  audits. 

FY04:  2.5%  decrease  from 
FY03(  129.1 days) 

FY03:  revised,  see  narrative 
(132.9  days) 

FY04: 
FY03: 

FY02:  3%  decrease  from  FY01 
(132.9  days) 

Note:  The  FY02  target  was 
shown  incorrectly  as  133.3  on 
prior  report. 

FY02:  Not  met  (146.4 
days) 

NOTE:  The  targets  for  the  audited  financial  statement  goals  match  the  year  covered  by  the 
financial  statement.  The  program  funding  is  for  the  ASBTF/Office  of  Finance  efforts  toward 
these  key  goals  and  other  supporting  functions.  Individual  HHS  agency  funding  toward  these 
key  goals  and  other  supporting  functions  is  included  in  Exhibit  52  of  the  submission  to  OMB. 


*  Goals  1  and  3  from  our  previous  reports  have  been  combined  since  the  Performance  and 
Accountability  Report  (goal  3  previously)  includes,  and  cannot  be  submitted  without,  the 
consolidated  audited  financial  statements  (goal  1  previously).  The  targets  and  actual 
performance  data  for  FY's  02  -  04  are  based  on  HHS's  consolidated  financial  statements;  the 
same  information  for  the  prior  FY's,  not  shown  here,  was  based  on  the  audited  financial 
statements  of  HHS  and  its  components. 

**  Beginning  in  FY  2002,  when  the  Office  of  Audit  Resolution  and  Cost  Policy  became  part  of 
the  Office  of  Finance.  GPRA  targets  and  actual  performance  for  audit  resolution  became  part  of 
the  Office  of  Finance  plan. 

Narrative:  The  Office  of  Finance  (OF)  provides  leadership  and  guidance  on  HHS  financial 
management  to  maintain  the  confidence  of  the  public  that  all  resources  are  managed  effectively. 
OF  achieves  this  outcome  by  ensuring  the  timely  and  accurate  disbursements,  collections  and 
recording  of  funds  and  by  informing  its  customers,  i.e.,  decision-makers  and  the  taxpayers  with 
useful  financial  information. 

The  OF  is  committed  to  achieving  two  HHS  financial  management  strategic  goals: 

1.  Decision-makers  have  timely,  accurate  and  useful  program  and  financial  information. 
2:  All  HHS  resources  are  used  appropriately  and  effectively. 

ASBTF/Finance  will  accomplish  these  goals  in  partnership  with  the  HHS  components,  the 
government-wide  Chief  Financial  Officers  Council  (through  its  various  committees  and  work 
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groups)  and  the  central  agencies  including  OMB,  Treasury,  etc.  The  Office  of  Finance  will 
utilize  these  key  results  to  achieve  its  long-range  performance  goals  which  include  development 
of  an  integrated  process  capturing  financial,  budget  and  program  performance  information  and 
which  make  financial  information  more  useful  for  program  managers. 

Performance  Summary 

Performance  Goal  1 .  Timely  Audited  Financial  Statements 

Establishing  Performance  Targets:  With  the  passage  of  the  Reports  Consolidation  Act  of  2000, 
the  authorization  of  Accountability  Reports  is  now  permanent  with  the  reports  due  February  1 
for  FY  2002.  The  report  streamlines  various  individual  reports  that  are  required  under  other 
legislation  and  presents  the  finance,  program  and  budget  information  in  a  way  that  is  more  useful 
to  the  public  and  to  decision-makers. 

Discussion  of  FY  2002,  FY 2003  and  FY  2004  targets:  As  the  due  date  continues  to  accelerate,  it 
will  be  more  challenging.  The  FY  2002  Accountability  Report  incorporates  the  Department's 
annual  Performance  Report  for  the  first  time.  To  facilitate  the  production  of  a  combined  report, 
the  Budget  office  took  the  lead  in  preparing  the  program  performance  section  of  the  report  in 
coordination  with  the  Office  of  the  Assistant  Secretary  for  Public  Affairs  (ASP A)  and  the  Office 
of  Finance.  These  teams'  adherence  to  the  detailed  milestone  chart  enabled  us  to  meet  the  due 
date  of  February  1,  2003,  for  FY  2002  and  will  help  us  meet  the  February  1,  and  November  15, 
2004,  due  dates  for  FY's  2003  and  2004,  respectively. 

Data  Source:  Transmittal  memo  and  report  from  HHS  to  OMB. 

Data  Verification  and  Validation:  The  OMB  verification  of  timely  receipt  of  HHS  submission. 

Performance  Progress:  HHS  met  the  target  for  FY  1999  and  exceeded  it  for  FY's  2000,  2001 
and  2002. 

Performance  Goal  2.  Clean  Audit  Opinion. 

Establishing  Performance  Targets:  The  independent  auditor's  opinion  determines  whether  the 
statements  present  fairly  the  financial  condition  of  an  entity  while  complying  with  generally 
accepted  accounting  principles  (GAAP).  If  they  do,  an  unqualified  or  "clean"  opinion  is 
rendered.  If  not,  either  a  qualified  opinion  (one  or  more  serious  findings  of  deviations  from 
accounting  principles)  or  a  disclaimer  (not  auditable)  is  given. 

Discussion  of  FY  2002,  FY  2003  and  FY  2004  Targets:  OMB  has  issued  guidance  which 
proposes  to  accelerate  the  schedule  to  require  that  the  consolidated  HHS  statements  and  audit 
report  be  available  at  the  time  of  the  President's  budget  submission.  The  target  due  dates  of 
February  i,  2003,  for  the  FY  2002  report,  February  1,  2004,  for  the  FY  2003  report  and 
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November  15,  2004,  for  the  FY  2004  report,  reflect  that  guidance.  These  dates  will  be  adjusted 
if  the  guidance  changes.  Maintaining  the  clean  opinion  on  HHS'  consolidated  statements  may 
prove  difficult  as  it  is  dependent  on  human  resource  skills  and  financial  systems. 

Data  Source:  Financial  Statement  Auditors  Opinion  and  Date  of  the  Opinion. 

Data  Verification  and  Validation:  Copies  of  these  reports  are  provided  by  the  Inspector  General 
and  are  kept  on  record. 

Performance  Progress:  The  audit  opinion  for  the  consolidated  Departmental  financial  statements 
is  based  upon  the  audit  opinions  rendered  for  the  individual  OPDIV  financial  statements.  HHS 
consistently  has  continued  to  improve  the  auditability  of  its  financial  statements.  None  of  the 
statements  prepared  for  the  FY  1997  period  were  unqualified,  but  two  HHS  components 
received  unqualified  opinions  for  FY  1998,  and  HHS  received  its  first  clean  opinion  for  the 
consolidated  report  for  FY  1999.  A  second  clean  opinion  was  earned  for  FY  2000.  Eight  of  the 
9  HHS  components'  statements  that  support  this  goal,  also  received  a  clean  opinion.  For 
FY  2001,  HHS  received  clean  opinions  for  all  ten  HHS  components'  statements  that  supported 
the  FY  2001  consolidated  HHS  reports.  The  FY  2002  consolidated  report  also  received  a  clean 
opinion.  At  this  point  the  major  OPDIV's  have  earned  clean  opinions  for  FY  2002,  and  the 
remaining  audited  OPDIV's  are  expected  to  earn  clean  opinions. 

Performance  Goal  3.  Unified  Financial  Management  Systems 

Establishing  Performance  Targets:  HHS,  like  other  Federal  agencies,  is  moving  forward  in 
enhancing  its  electronic  business  (E-business)  capabilities.  A  major  drive  in  this  effort  is 
addressing  satisfactorily  the  Department's  leaders  and  managers'  requirements  for  reliable, 
relevant  and  timely  financial  information  upon  which  to  make  operational  and  strategic 
decisions.  Also,  the  Department  must  be  able  to  furnish  its  customers  and  service  benefactors 
quality  information  regarding  the  Department's  operational  performance  and  its  stewardship  of 
financial  resources  entrusted  to  it. 

One  of  the  Department's  objectives  is  to  design  and  implement  an  integrated,  automated 
financial  management  system  that  provides  complete,  consistent,  reliable  and  timely  financial 
information.  This  system  must  support  the  preparation  of  the  HHS  annual  financial  statements 
and  other  financial  reports.  In  short,  the  system  is  being  designed  to  integrate  the  Department's 
financial  management  systems  network  and  fulfill  the  requirements  stipulated  in  the  Federal 
Financial  Management  Improvement  Act  of  1996  (FFMIA).  The  FFMIA  requires  each  Federal 
agency  to  implement  and  maintain  financial  management  systems  that  comply  substantially  with 
(1)  Federal  financial  management  systems  requirements  (promulgated  primarily  by  OMB  and 
the  JFMIP);  (2)  applicable  Federal  accounting  standards;  and  (3)  the  US  Standard  General 
Ledger  (SGL)  at  the  transaction  level. 

Currently,  HHS  operates  five  core  accounting  systems  that  do  not  satisfy  adequately  the  FFMIA 
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requirements.  Furthermore,  the  HHS  components  operate  the  systems  on  varying  technological 
"platforms"  at  various  locations.  These  systems  utilize  outdated  technologies  and  are  not  readily 
capable  of  being  modified  to  operate  efficiently  with  modern  integrated  database  systems.  HHS 
is  working  to  achieve  a  greater  financial  management  economies  of  scale,  eliminate  duplicative 
systems  and  processes,  and  provide  better  service  delivery  by  consolidating  the  existing  systems 
into  a  unified  system.  This  system  -  the  Unified  Financial  Management  System  (UFMS)  -  when 
implemented  fully,  will  provide  uniform,  integrated  financial  information  for  HHS  management 
and  decision-makers. 

The  Department  is  also  consolidating  accounting  services  and  streamlining  its  financial 
infrastructure.  Such  consolidation  and  streamlining  will  enhance  the  Department's  ability  to 
achieve  greater  operational  efficiencies  and  at  the  same  time  deliver  high  quality,  timely  services 
to  its  customers  and  the  American  public. 

Discussion  of  FY  2002,  FY  2003  and  FY  2004  targets:  Consistent  with  the  President's 
Management  Agenda  under  the  improving  financial  performance  initiative,  the  Department  has 
instituted  a  "One  HHS"  approach  to  modernizing  its  financial  systems.  Related,  this  approach 
impacts  all  of  HHS'  information  technology  by  emphasizing  management  of  resources  on  an 
enterprise- wide  basis  with  a  common  technical  infrastructure.  In  FY  2001,  HHS  initiated  a  six- 
year  project  to  implement  the  UFMS  and  replace  the  existing  five  core  accounting  systems.  The 
UFMS  will  consist  of  two  major  system  sub-components.  One  sub-component,  the  Healthcare 
Integrated  General  Ledger  and  Accounting  System  (HIGLAS),  will  serve  CMS  and  its  Medicare 
contractors;  the  other  sub-component  will  serve  the  remaining  OPDIVs.  Both  sub-components 
will  be  integrated  into  a  Department-wide  financial  reporting  capability.  This  unified  system 
will  be  designed  to  automate  internal  and  external  financial  reporting  requirements. 

Data  Source;  Annual  audit  work  and  resulting  opinions  on  the  financial  statements  rendered  by 
the  Department's  auditor(s). 

Data  Verification  and  Validation:  Data  Verification  and  Validation  are  determined  by  the 
successful  execution  of  project  tasks  to  satisfy  established  milestones.  The  UFMS  Program 
Management  Office  (PMO)  is  utilizing  a  third-party  contractor  to  provide  "arm's  length"  IV&V 
support. 

Performance  Progress:  As  mentioned  above,  a  high-level  project  plan  was  developed  in 
FY  2001,  and  milestones  were  established  for  FYs  2002  and  2003.  The  PMO  completed  the 
planning  phase  during  FY  2002.  The  Department  brought  a  national  firm  on-board  to  perform 
systems  integration  activities.  This  firm  and  the  PMO  are  working  cooperatively  to  design  and 
implement  UFMS  to  fulfill  Departmental  objectives  and  pertinent  requirements.  The  following 
have  been  accomplished  as  of  the  end  of  FY  2002: 

Hired  independent  IV&V  contractor   September  2001 

Hired  systems  integrator   November  2001 
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Hired  UFMS  Program  Director  December  2001 

Established  UFMS  PMO  January  2002 

Developed  Department-wide  requirements  for  financial  system  April  2002 

Established  executive  governance  structure   .  April  2002 

Developed  Department-wide  Budget  and  Accounting  Classification 

Structure  (BACS)  April  2002 

Developed  UFMS  Risk  Assessment  and  Mitigation  Plan   May  2002 

Established  "sandbox"  UFMS  testing  capability   May  2002 

Developed  change  management  plan   June  2002 

Developed  organization  and  staffing  plan  July  2002 

Developed  core  financial  system  Target  Business  Model  July  2002 

Developed  performance  measurement  plan  July  2002 

Began  coordinating  UFMS  activities  with  Department-wide  travel  system 

activities;  defined  HHS-wide  travel  system  requirements   August  2002 

Finalized  UFMS  Implementation  Plan  and  delivered  to  OMB   September  2002 

Finalized  UFMS  Business  Case  and  estimated  return  on  investment 

calculations,  for  presentation  to  the  HHS  ITIRB  November  2002 


Performance  Goal  4.  Electronic  Funds  Transfer  fEFP 

Establishing  Performance  Targets:  The  goal  expected  for  all  payments  is  actually  100%. 
However,  Treasury  recognizes  that  there  are  barriers  to  achieving  the  100%  goal  for  vendor 
payments,  so  a  "stretch"  goal  of  90%  was  established  for  vendor  payments  for  FY  2002  even 
though  HHS  established  an  internal  goal  of  95%,  which  remains  for  FY  2003.  The  targets  for 
grants  and  salary  payments  were  deleted  for  FY  2002  since  there  is  a  three-year  trend  of 
substantial  achievement  of  this  goal  and  its  targets.  These  rates  will  continue  to  be  monitored 
internally. 

Discussion  of  FY  2003  and  FY  2004  Targets:  The  HHS  targets  will  remain  at  100%  for  travel, 
and  95%  for  vendor,  payments.  Currently,  HHS  vendor  payments  are  at  92%,  which  meets  the 
"stretch"  goal  established  by  Treasury  but  falls  short  of  the  95%  goal  established  by  HHS. 

Data  Source:  Quarterly  EFT  Reports  and  Treasury  Guidelines  of  January  1999 

Data  Verification  and  Validation:  Each  OPDIV  has  an  automated  process  for  tabulating  the 
number  and  types  of  payments  made;  this  information  is  used  to  compile  the  quarterly  statistics. 
The  data  is  validated  and  verified  via  Treasury  which  tabulates  the  number  and  types  of 
payments  made  based  on  the  Agency  Location  Code(s)  of  an  agency. 

Performance  Progress:  HHS  met  or  substantially  met  its  FY  2002  targets  except  travel 
payments.  However,  actual  performance  for  travel  of  98%  improved  2  above  the  FY  2001  level. 
Salary  payments  of  99%  remain  1%  below  the  100%  target. 
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Performance  Goal  5.  Timely  Vendor  Payments 

Establishing  Performance  Targets:  Timely  payment  by  HHS  of  bills  owed  to  vendors  will  avoid 
late  fees  and  interest  penalties  as  mandated  under  the  Prompt  Pay  Act.  They  also  indicate  sound 
business  practices. 

Discussion  of  FY  2003  and  FY  2004  Targets:  The  FY  2003  and  FY  2004  targets  are  set  at  97%. 
These  targets  are  expected  to  be  met  since  HHS'  actual  percentage  was  98.3%  for  FY  2002  and 
97.7%  for  FY  2001.  HHS  will  work  to  continue  improving  its  on-time  percentage  of  vendor 
payments.  New  financial  systems  are  in  the  planning  stage,  and  it  is  possible  they  may  impact 
the  targets  and  accomplishments;  however,  no  projections  can  be  made  at  this  time. 

Data  Source:  Quarterly  HHS  Component  Prompt  Pay  reports 

Data  Verification  and  Validation:  OPDIV's  verify  by  different  methods. 

Performance  Progress:  HHS's  rates  of  on-time  payments  have  increased  from  91  %  for  FY  1998 
to  98.3%  for  FY  2002. 

Performance  Goal  6.  Collection  of  Debts 

Establishing  Performance  Targets:  The  10%  target  is  the  increase  in  dollars  collected  over  the 
prior  fiscal  year  for  debts  owed  to  HHS. 

Discussion  of  FY  2003  and  2004  Targets:  The  FY  2003  target  of  $15.8  billion  is  10%  above  the 
$14.4  billion  collected  in  FY  2002.  The  FY  2004  target  will  remain  10%  above  the  dollars 
collected  for  the  prior  year.  The  measure  was  clarified  from  that  in  the  FY  2001  plan  to  be 
clearer  and  consistent  with  the  Accountability  Report. 

Data  Source:  Treasury  Report  on  Receivables  (formerly  Schedule  9s). 

Data  Verification  and  Validation:  The  HHS  Chief  Financial  Officer  or  Deputy  Chief  Financial 
Officer  certifies  annually  that  the  amounts  reported  on  the  receivables  report  are  correct  and  will 
be  used  to  monitor  compliance  with  the  Debt  Collection  Improvement  Act.  The  Chief  Financial 
Officer  verifies  that  the  report  has  been  reconciled  to  the  HHS  audited  financial  statements  and 


Performance  Progress:  In  FY  2002  the  $14.4  billion  in  collections  equals  the  collections  in 
FY  2001,  while  total  receivables  decreased  by  $200  million.  As  a  percent  of  total  receivables, 
FY  2002  collections  were  5 1 .8%  which  approximates  the  5 1 .6%  collection  rate  for  FY  2001 . 
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Performance  Goal  7.  Improve  the  Average  Time  for  Resolving  Audits 

Establishing  Performance  Targets:  A  reduction  of  3%  through  FY  2003,  and  a  reduction  of 
2.5%  for  FY  2004,  in  the  average  time  in  days  required  to  resolve  an  audit  under  the  Single 
Audit  Act. 

Discussion  of  FY  2003  and  FY  2004  Targets:  The  average  time  (days)  required  for  resolving 
audits  in  FY  2002  was  146.4  due  to  an  unanticipated  increase  in  the  number  of  audits  received 
(approximately  25%  more  than  FY  2001).  The  Office  of  Audit  Resolution  and  Cost  Policy 
(OARCP)  has  revised  its  FY  2003  goal  to  be  the  previously-established  FY  2002  goal  of  132.9 
assuming  the  number  of  new  audits  levels  off.  The  target  for  FY  2004  has  been  reduced  to  a 
2.5%  decrease  from  FY  2003  as  OARCP  expects  that  the  decrease  in  resolution  time  may  flatten 
out  gradually  starting  with  FY  2004. 

Date  Source:  DAR  Management  Information  System 

Data  Verification  and  Validation:  Office  Director  reviews  and  approves  the  system's  input  and 
analysis  by  the  senior  audit  resolution  staff. 


Performance  Progress:  While  the  large  and  expected  increase  in  new  audit  reports  contributed  to 
a  setback  in  FY  2002,  the  average  time  for  resolving  audits  under  the  Single  Audit  Act  still  had 
improved  from  151  days  in  FY  1998  to  146.4  days  in  FY  2002. 


Information  Resources  Management 

Performance  Goals 

FY  Targets 

Actual 
Performance 

Reference 

Goal  1 .  Major  systems  development/major 
modification  efforts  demonstrate  a  high 
probability  of  success. 

Implement  the  Departmental  Information 
Technology  Review  Board  process  to 
assure  soundness  of  IT  capital  investments 
and  to  initiate  appropriate  corrective  actions 
on  major  efforts  as  needed. 

1.1. 100%  of  IT  investments  approved  by 
the  ITIRB  meet  review  criteria  (i.e.,  OMB 
Memorandum  M-97-02). 

FY04: 
FY03: 
FY02: 
FY01: 
FYOO: 

100% 
100% 
100% 
100% 
100% 

FY04: 
FY03: 

FY02:  Met  100% 
FY01:  Met  100% 
FYOO:  Met  100% 

1.2.  100%  of  IT  investments  considered  but 
not  approved  by  the  ITIRB  are  subject  to 

FY04: 
FY03: 
FY02: 

100% 
100% 

FY04: 
FY03: 

FY02:  Met  100% 
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Performance  Goals 

FY  Targets 

Actual 
Performance 

Reference 

appropriate  corrective  actions  and  funding 
restrictions  or  terminations. 

FYOl:  100% 
r  YOU:  1 00% 

FYOl:  Met  100% 
r  YOU:  Met  100% 

Establish  Operating  Agency-Level 
Information  Technology  Architectures 
(rTA)  within  a  Departmental  ITA  for  use  in 
evaluating  IT  investments. 

1.3.  100%  of  IT  investments  approved  by 
ITIRB  meet  review  criteria  (i.e.,  OMB 
Memorandum  M-97-02). 

FY04: 

FY03:  100% 
FY02:  100% 
FYOl:  100% 
FYOO:  100% 

FY04: 
FY03: 

FY02:  Met  100% 
FYOl:  Met  100% 
FYOO:  Met  100% 

Initiate  Enterprise  Infrastructure 
Management  to  provide  software 
distribution;  asset,  problem,  and  facilities 
management. 

1 .4.  100%  of  all  COTS  software  (Tivoli) 
needed  to  distribute  software  is  purchased 
and  distributed,  phased  in  over  three  years. 

1.5.  100%  of  all  COTS  software  (Peregrine) 
needed  to  provide  asset,  problem  and 
facilities  management  is  purchased  and 
distributed,  phased  in  over  three  years. 

FY03:  N/A 

FYft?-  N/A 
FYOl:  50% 

FY03:  N/A 
FY02:  N/A 
rrUl:  7U% 

FY03: 

FVD9-  N/A 

FYOl:  Not  met 
20% 

r  i  uu .  lu/o 

FY03: 
rYU2:  N/A 
FYOl:  Met  80% 
FYOO:  60% 

Initiate  Enterprise  Software  Licenses  to 
consolidate  duplicative  efforts. 

1 .6.  100%  of  all  SAS  software  products  are 
purchased  from  the  Enterprise  License  to 
achieve  a  20%  purchase  savings. 

FY04: 

FY03:  100% 
FY02:  100% 

FY04: 
FY03: 

FYOl:  70% 

FY02:  Met  100% 
FYOl:  Met  80% 

Consolidate  and  Protect  Department's  IT 
Infrastructure. 

1 .7.  Establish  and  Implement  a  consolidated 
IT  Strategic  5- Year  Plan  that  supports  "One 
HHS" 

FY04: 

FY03:  Reduce  number  of 
servers  throughout  HHS  by 
25%;  and  complete 
consolidation  of  circuits 
throughout  10  regional  offices. 
FY02:  Reduce  number  of 
servers  throughout  HHS  by 
10%  and  consolidate  circuits 
among  5  regional  offices. 
FYOl:  Establish  5  year  plan. 

FY 04:  Complete  software 
inventory 

FY03:  Initiate  software 

FY03: 

FY02:  Ongoing 
FYOl:  Completed 
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from  activities  of  Secretary  Thompson's 

25%.  NOTE:  This  target, 

Five  Year  IT  Strategic  Plan,  this 

developed  in  FYOl,  has  been 

performance  goal  has  been  changed  from 

superceded  by  a  more 

FY02:  N/A 

"Enhance  the  security  of  HHS  internal 

informative  set  of  targets. 

network1'  to  the  following  more  meaningful! 
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for  potential  security  exploits 

e.g.  virus  introductions, 

hacking,  intrusions, 

defacements. 

rY02:  Achieve  99.0% 

FY02:  Met 

reliability  of  critical  IT 

99.93% 

infrastructure  services. 

FY02:  Achieve  99.0% 

FY02:  Met 

prevention  effectiveness  rate 

99.99% 

for  potential  security  exploits, 

e.g.  virus  introductions, 

hacking,  intrusions, 

defacements. 

FY03:  99.7% 
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Performance  Goals 

FY  Targets 

Actual 
Performance 

Reference 

1.10.  Maintain  the  reliability  of  HHS  IT 
systems. 

FY02:  99.7% 

FY03: 

FY02:  Met  98% 

Goal  2.  Departmental  collections  of 
information  meet  the  requirements  of  the 
Paperwork  Reduction  Act  of  1995. 

Eliminate  illegal/bootleg  collections  of 
information. 

2.1.  99%  of  Departmental  information 
collections  have  current  OMB  approval. 

FY04:  99% 
FY03:  99% 
FY02:  99% 
FYOl:  99% 
FYOO:  98% 
FT99:  97% 
FY98:  90% 

FY04: 
FY03: 

FY02:  Met  99% 
FYOl:  Met  99% 
FYOO:  Met  99% 
FY99:  Met  99% 
FY98:  Met  90% 

Reduce,  minimize  and  control  burden 
placed  on  the  public  by  Departmental 
information  collections. 

2.2.  Achieve  a  5%  reduction  in  burden 
hours  from  the  previous  year. 

FY04:  5%ofFY03 
FY03:  5%ofFY02 
FY02:  5%  of  FYOl 
FYOl:  5%  of  FYOO 

FY02:Notmet 
(+19.3%) 
FYOl :  Not  met 
(+3.5%) 

Monitor  Department's  implementation  of 
GPEA. 

2.3.Information  collections  reviewed  by  the 
Department  are  in  compliance  with  the 
requirements  of  GPEA. 

FY04:  100% 
FY03:  89% 
FY02:  90% 

FY03:  11/1/03 
FY02:  Met  90% 

Goal  1 .  Major  systems  development/major  modification  efforts  demonstrate  a  high  probability 

of  success. 

Performance  Objective:  Implement  the  Departmental  Information  Technology  Review  Board 
process  to  assure  soundness  of  IT  capital  investments  and  to  initiate  appropriate  corrective 
actions  on  major  efforts  as  needed. 

Measure  1.1:   1 00%  of  IT  investments  approved  by  the  ITIRB  meet  review  criteria  (i.e.,  OMB 
Memorandum  M-97-02). 

Measure  1.2:   1 00%  of  IT  investments  considered  but  not  approved  by  the  ITIRB  are  subject  to 
appropriate  corrective  actions  and  funding  restrictions  or  terminations. 

Establishing  Performance  Targets:  Three  meetings  were  held  in  FY  2001  to  review  three 
systems:  EDVI  Business  Case  (approved  December  2000);  CITs  Procurement  Contract  Vehicle 
from  CDC  (approved  May  2001)  to  continue  and  be  expanded  from  Department-wide  use; 
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CMS's  integrated  General  Ledger  Accounting  System  (HIGLAS)  CMS  has  been  working  with 
the  Department  since  January  2001  to  improve  their  documentation  in  preparation  for  an  ITIRB). 
The  Department  has  held  several  business  case  reviews  (January,  March,  April)  of  the  HIGLAS 
ITIRB  documentation  still  under  development,  to  assist  and  guide  the  HIGLAS  program  to  a 
successful  ITIRB  review.  The  Board  has  expanded  its  purview  into  any  and  all  cross-cutting  IT 
initiatives,  including  procurement  vehicles  that  can  have  Department-wide  use. 

Note:  OIRM  is  in  the  process  of  evaluating  the  efficacy  of  the  structure  of  the  current  targets. 
An  oversight  role  involving  reviews  of  OPDIV-level  performance  may  provide  more  insight  into 
ITIRB  processes  and  results  than  the  current  meeting-oriented  measure. 

Performance  Objective:  Establish  OPDIV-level  Enterprise  Architectures  (EA),  formerly  referred 
to  as  Information  Technology  Architecture  (IT A)  within  a  Departmental  EA  for  use  in 
evaluating  IT  investments. 

Measure  1.3:   100%  of  IT  investments  approved  by  the  ITIRB  meet  review  criteria  (i.e.,  OMB 
Memorandum  M-97-02). 

Establishing  Performance  Targets:  In  1998,  ASMB  determined  that  HHS  and  the  OPDIVs 
needed  information  technology  architectures  (IT A).  In  1999  an  ASMB/FDA-led  task  force 
began  work  on  developing  IT  As  for  the  Department  and  each  of  the  OPDIVs.  The  first  two 
phases  of  this  work  have  been  completed  and  are  used  to  gauge  the  investments  brought  before 
the  Board. 

Performance  Report:  All  of  the  investments  either  met  the  requirements  of  the  ITA  or  were 
brought  into  alignment  through  Board  actions. 

Performance  Objective:  Initiate  Enterprise  Infrastructure  Management  to  provide  software 
distribution;  asset,  problem,  and  facilities  management. 

Measure  1.4:   1 00%  of  all  COTS  software  (Tivoli)  needed  to  distribute  software  is  purchased 
and  distributed,  phased  in  over  three  years. 

Establishing  Performance  Targets:  In  1999,  ASMB  determined  that  HHS  and  the  OPDIVs 
needed  an  Enterprise  Information  Management  to  establish  and  conform  to  the  Clinger-Cohen 
Act  that  establishes  not  only  an  IT  review  board  for  technology  expenditure  assessments  against 
the  Strategic  Plan,  but  also  established  conformance  to  a  mandated  architecture.  As  part  of  that 
architecture  strategy,  the  Enterprise  Infrastructure  Management  (EIM)  program  requires 
standardized  products,  distribution  and  monitoring  to  assess  and  control  expenditure,  data 
exchange  and  provides  Department-wide  standards.  Tivoli  was  one  of  the  products  chosen,  via 
the  results  of  the  EIM  Business  Case  analysis  and  Information  Technology  Investment  Review 
Board  (ITIRB),  that  met  the  Department's  conformity  mandates.  We  are  reexamining  the  utility 
and  necessity  of  the  Tivoli  product  due  to  Peregrine's  advances,  therefore,  we  are  not  including 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  209 


310 


 DM  GPRA  Performance  Plans  

performance  targets  for  FY02  and  FY03. 

Performance  Report:  All  of  the  investments  met  the  requirements  of  EM. 

Measure  1.5:   100%  of  all  COTS  software  (Peregrine)  needed  to  provide  asset,  problem  and 
facilities  management  is  purchased  and  distributed,  phased  in  over  three  years. 

Establishing  Performance  Targets:  In  1999,  ASMB  determined  that  HHS  and  the  OPDIVs 
needed  an  EM  to  establish  and  conform  to  the  Clinger-Cohen  Act  that  establishes  not  only  an  IT 
review  board  for  technology  expenditure  assessments  against  the  Strategic  Plan,  but  also 
established  conformance  to  a  mandated  architecture.  As  part  of  that  architecture  strategy,  the 
EM  program  required  standardized  products,  distribution  and  monitoring  to  assess  and  control 
expenditure,  data  exchange  and  provide  Department-wide  standards.  Peregrine  was  one  of  the 
products  chosen,  via  the  results  of  the  EM  Business  Case  analysis  and  ITIRB,  that  met  the 
Department's  conformity  mandates.  We  are  reexamining  the  utility  and  necessity  of  the  Tivoli 
product  due  to  Peregrine  advances,  therefore,  we  are  not  including  performance  targets  for  either 
product  at  this  time. 

Performance  Report:  All  of  the  investments  met  the  requirements  of  EM. 

Performance  Objective:  Initiate  Enterprise  Software  Licenses  to  consolidate  duplicative  efforts. 

Measure  1.6:   100%  of  all  SAS  software  products  are  purchased  from  the  Enterprise  License  to 
achieve  a  20%  purchase  savings. 

Establishing  Performance  Targets:  In  1999,  ASMB  determined  that  HHS  and  the  OPDIVs 
needed  an  Enterprise  Software  Licensing  effort  as  part  of  the  Department's  conformance  to  the 
Clinger-Cohen  Act.  Eliminating  duplicative  contract  administrative  efforts  and  achieving 
corporate  purchasing  power,  these  consolidated  efforts  provided  benefits  to  the  Department  in 
cost  savings  and  unlimited  seat  licensing  for  all  OPDIV's.  This  effort  also  contributed  to  the 
requirement  to  manage  technology  expenditures  per  the  Strategic  Plan.  As  part  of  the 
architecture  strategy,  the  EM  program  required  standardized  products,  distribution  and 
monitoring  to  assess  and  control  expenditures,  data  exchange  and  provided  HHS-wide  standards. 

Performance  Report:  All  of  the  investments  met  the  requirements  of  EM. 

Performance  Objective:  Consolidate  and  protect  Department's  Information  Technology 
Infrastructure. 

Measure  1.7:  Establish  and  implement  a  consolidated  IT  5-year  Strategic  Plan  that  supports 
"One  HHS." 

FY01  Target:  Establish  and  implement  an  IT  5  Year  Strategic  Plan. 
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Establishing  Performance  Targets:  The  Department  established  the  target  of  an  Information 
Technology  (IT)  Five  Year  Strategic  Plan  based  on  the  Ginger-Cohen  requirements  to  establish 
an  enterprise-wide  architecture.  In  order  to  accomplish  this,  and  to  achieve  the  Secretary's  goal 
of  "One  HHS,"  the  IT  Five  Year  Strategic  Plan  focuses  the  resource  requirements  as  well  as 
expenditures  on  the  prioritized  objectives  and  projects  of  the  Department. 

Performance  Report;  The  strategic  plan  will  be  monitored  and  updated  as  needed,  but  at  least 
annually. 

FY02  Target:  Reduce  number  of  servers  throughout  HHS  by  10%;  and  consolidate  circuits 
among  5  regional  offices. 

Establishing  Performance  Targets:  Reducing  the  number  of  servers  throughout  the  Department 
by  10%  and  consolidating  circuits  among  5  regional  offices  in  FY02  begins  to  centralize  the 
physical  IT  infrastructure  into  One  HHS  through  consolidation. 

Performance  Report:  Asset  Center,  a  Peregrine  application,  will  provide  IT  asset  inventory 
reports  that  can  be  monitored  for  the  progress  of  consolidation.  (Note:  The  September  1 1, 2001 
incident  initiated  a  tremendous  need  for  counter-terrorism  application  development,  thus 
hindering  the  efforts  to  reduce  overall  server  counts.) 

FY03  Target:  Reduce  the  number  of  servers  throughout  HHS  by  25%  and  complete 
consolidation  of  circuits  throughout  10  regional  offices. 

Establishing  Performance  Targets:  Reducing  the  number  of  servers  throughout  the  Department 
by  25%  and  consolidating  circuits  among  the  ten  regional  offices  in  FY03  continues  to  centralize 
the  physical  IT  infrastructure  into  One  HHS  through  consolidation. 

Performance  Report:  Asset  Center,  a  Peregrine  application,  will  provide  IT  asset  inventory 
reports  that  can  be  monitored  for  the  progress  of  consolidation. 

Measure  1.8:  Inventory  IT  Assets. 

FY02  Target:  Initiate  inventory  of  IT  assets  via  the  installation  and  implementation  of 
Peregrine's  Asset  Center  application  and  complete  35%  of  the  inventory  for  FY02. 

Establishing  Performance  Targets:  The  Department  established  a  35%  completion  for  FY02 
since  funds  are  not  available  to  continue  distribution  and  installation  of  the  Peregrine  Asset 
Center  application.  However,  a  Secretary  mandate  to  accomplish  100%  hardware  asset 
inventory  was  initiated  and  completed  across  the  Department. 

Performance  Report:  The  automated  IT  hardware  asset  inventory  was  completed  on  December 
5,  2001. 
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FY03  Target:  Complete  inventory  Department-wide. 

Establishing  Performance  Targets:  The  Department  will  complete  the  inventory  of  IT  assets  in 
FY03,  providing  funds  are  available  to  continue  distribution  and  installation. 

Performance  Report:  Asset  Center,  a  Peregrine  application,  will  provide  IT  asset  inventory 
reports  that  can  be  monitored  for  the  progress  of  consolidation. 

Measure  1.9:  The  title  of  this  measure  has  been  changed  from  "Enhance  the  security  of  the 

HHS  internal  network"  to  the  more  applicable  title  "Improve  reliability  of  critical 
IT  infrastructure  services."  The  targets,  establishing  performance  targets  and  the 
performance  report  related  to  the  "old"  measure,  remain  below  in  bold  but  have 
been  replaced  with  the  new  related  targets,  establishing  performance  targets  and 
the  performance  report  that  follow  this  holding. 

FY02  Target:  Reduce  the  successful  intrusions  by  25%. 

Establishing  Performance  Targets:  The  Department  has  established  the  target  of  a  reduction  by 
25%  of  successful  intrusions  for  FY02.  This  will  be  accomplished  by  distribution  and 
implementation  of  Tivoli's  Policy  Director,  Risk  Manager,  and  Intrusion  Detection  applications. 

Performance  Report:  These  three  Tivoli  applications  cumulatively  will  produce  security  reports 
that  delineate  intrusion  attempts  to  routers,  firewalls  and  webservers  while  providing  the  identity 
of  the  IP  address,  the  physical,  geographic  location  of  the  intruder  and  restricts  access  to  certain 
network  resources. 

FY03  Target:  Reduce  the  successful  intrusions  by  an  additional  25%. 

Establishing  Performance  Targets:  We  will  continue  to  reduce  successful  intrusions  by  an 
additional  25%  in  FY03  as  Tivoli's  Policy  Director,  Risk  Manager,  and  Intrusion  Detection 
applications  are  rolled  out  to  the  remaining  Agencies. 

Performance  Report:  These  three  Tivoli  applications  cumulatively  will  produce  security  reports 
that  delineate  intrusion  attempts  to  routers,  firewalls  and  webservers  while  providing  the  identify 
of  the  IP  address,  the  physical,  geographic  location  of  the  intruder  and  restricts  access  to  certain 
network  resources. 

The  Department  initiated  its  IT  Security  Program  at  the  beginning  of  FY  2002,  as  part  of  the 
Secretary's  Five- Year  IT  Strategic  Plan.  This  effort  has  resulted  in  a  reevaluation  of  the  earlier 
and  less  effective  approach  to  security  improvement  in  favor  of  the  more  robust  and  full  featured 
approach  characterized  by  all  the  IT  initiatives  within  Secretary  Thompson's  "One  HHS" 
approach.  The  HHS  IT  Security  Program  is  characterized  by  a  function-oriented,  rather  than 
product-specific,  approach  to  IT  security  enhancement.  As  a  result,  the  Department  has  a 
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progressively  and  rapidly  maturing  security  infrastructure  and  program  based  on  24/7 
Department-wide  security  procedures,  to  name  a  few  improvements.  The  HHS  IT  Security 
Program  is  founded  on  the  goal  of  continuously  pursuing  a  goal  of  unbreached  availability, 
integrity,  and  confidentiality  of  HHS  IT  systems  and  data  resources. 

FY04  Target:  Achieve  99.4%  reliability  of  critical  IT  infrastructure  services  and  a  99.4% 
prevention  effectiveness  rate  for  potential  security  exploits,  e.g.  virus  introductions,  hacking, 
intrusions,  defacements. 

Establishing  Performance  Targets:  During  FY04  the  Department's  Computer  Security  Incident 
Response  Capability  (CSIRC)  and  managed  security  services  will  be  enhanced  to  make  use  of 
government- wide  information  resources  that  will  contribute  to  an  aggressive  security  incident 
prevention  capability. 

Performance  Report:  Data  gathered  by  the  Department's  managed  security  service  and  CSIRC 
will  be  used  in  the  production  of  the  performance  report. 

FY02  Target:  Achieve  99.0%  reliability  of  critical  IT  infrastructure  services  and  a  99.2% 
prevention  effectiveness  rate  for  potential  security  exploits,  e.g.  virus  introductions,  hacking, 
intrusions,  defacements. 

Establishing  Performance  Targets:  During  FY02  the  Department  embarked  upon  its  Five  Year 
Security  Program  and  established  four-tier  virus  protection  across  HHS.  The  entire  HHS 
perimeter  was  reviewed  for  weaknesses  and  a  Department-wide  risk  assessment  performed. 
Findings  from  these  efforts  were  applied  productively  in  a  manner  that  has  resulted  in  more 
effective  IT  security  incident  prevention  and  response  activities. 

Performance  Report:  Data  gathered  by  the  Department's  managed  security  service  and  CSIRC 
will  be  used  in  the  production  of  the  performance  report. 

Measure  1.10:  Maintain  the  reliability  of  HHS  IT  systems. 

FY02  Target:  The  Department  established  a  target  success  rate  of  99.7%  for  FY02  because 
anything  less  would  be  unacceptable. 

Establishing  Performance  Targets:  During  FY02,  the  Uninterrupted  Power  Source  (UPS)  system 
was  installed  to  ensure  uninterrupted  power  during  emergency  and  natural  disasters.  Backup  and 
disaster  recovery  procedures  were  implemented  across  the  Department, 

Performance  Report:  Power  availability  can  be  measured  via  machine  utilization  reports  and 
reporting  instruction  via  the  backup  and  recovery  procedures. 

FY03  Target:  The  Department  established  a  target  success  rate  of  99.7%  for  FY03  because 
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anything  less  would  be  unacceptable. 

Establishing  Performance  Targets:  During  FY03,  the  UPS  system  will  be  maintained  to  ensure 
uninterrupted  power  during  emergency  and  natural  disasters.  Backup  and  disaster  recover 
procedures  will  be  monitored  across  the  Department. 

Performance  Report:  Power  availability  can  be  measured  via  machine  utilization  reports,  server 
uptime  and  reporting  instruction  via  the  backup  and  recovery  procedures. 

Goal  2.  Departmental  collections  of  information  meet  the  requirements  of  the  Paperwork 
Reduction  Act  of  1995 

Performance  Objective:  Eliminate  illegal/bootleg  collections  of  information. 

Measure  2.1:  99%  of  Departmental  information  collections  have  current  OMB  approval  in 
FY  2000. 

Establishing  Performance  Targets:  The  Paperwork  Reduction  Act  requires  that  collections  of 
information  from  the  public  receive  prior  approval  from  OMB.  Accordingly  in  FY  1997,  the 
Department  set  a  goal  of  having  at  least  99%  of  information  collections  in  compliance  by 
FY  2000  and  maintaining  this  level  in  the  out  years.  A  goal  of  100%  would  not  be  realistic 
because  new  and  revised  collections  are  always  under  development. . 

Performance  Report:  As  of  the  end  of  FY  1999,  99%  of  Departmental  collections  had  current 
OMB  approval  number. 

Performance  Objective:  Reduce,  minimize  and  control  burdens  placed  on  the  public  by 
Departmental  information  collections. 

Measure  2.2:  Achieve  a  5%  reduction  in  burden  hours  from  the  base  of  the  previous  year,  not 
including  any  new  requirements  until  the  following  year. 

Establishing  Performance  Targets:  The  existence  of  new  legislative  requirements,  especially 
with  respect  to  bio-terrorism,  anthrax  and  other  Homeland  security  issues  has  caused  the 
Department  to  significantly  increase  information  requirements.  The  Department  will  continue  to 
monitor  these  requirements  to  ensure  that  only  necessary  additional  burden  is  added. 

Performance  Objective:  Monitor  Departments  Implementation  of  GPEA. 

Measure  2.3:  Information  collections  reviewed  by  the  Department  are  in  compliance  with  the 
requirements  of  GPEA. 

FY02  Target:  The  Department  established  a  target  success  rate  of  90%  for  FY  2002  because 
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anything  less  would  be  unacceptable. 

Establishing  Performance  Targets:  During  FY  2002  the  Department  expects  that  some  out  of 
compliance  will  still  occur  due  to  the  need  for  PKI  to  be  established  to  allow  electronic 
signatures  to  accommodate  the  public  need. 

Performance  Report:  The  Department  has  a  comprehensive  report  that  shows  by  Agency  course 
of  action  that  the  Agency  plans  to  get  the  collections  into  conformance.  The  Department  will 
monitor  that  report  and  update  it  to  track  each  Agency's  progress  towards  accomplishing  their 
cited  goals. 

FY03  Target:  The  Department  established  a  target  success  rate  of  89%  for  FY  2003. 

Establishing  Performance  Targets:  During  FY03  the  Department  expects  that  PKI  will  be 
established  to  allow  electronic  signatures  to  accommodate  the  public  need. 

Performance  Report:  The  Department  continues  to  monitor  each  Agency's  action  plan  to  track 
each  Agency's  progress  towards  accomplishing  their  cited  goals. 
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ASSISTANT  SECRETARY  FOR  ADMINISTRATION  AND  MANAGEMENT 
FY  2004  PERFORMANCE  PLAN 


Human  Resources  Services 


Performance  Goals 

;     '       FY  Targets 

Actual  Performance 

Reference 

Goal  1:  Provide  strategic 

leadership  for  managing  human 

capital. 

Measure  1.3  -  Complete  one  major 

FY99:  One 

FY02:  Drop  Goal 

•See 

program  costs  benefit  analysis. 

r  i  yy .  inoi  acrucvcu 

comment 

below 

Measure  1.7-  OPDIVS  have  HR 

FY02:  100%  of  OPDIVs 

FY02:  Goal 

staff  Proficient  in  workforce 

FY01:  60% 

completed 

planning;  all  OPDIVs  have 

FY00:  30% 

FY01:  Achieved 

functioning  workforce  planning 

FY99:  all  OPDrVs 

FYOO:  33% 

system.  Complete  development  of 

FY99:  Partially 

workforce  planning  capacity  and 

achieved.  Agency 

integration  with  budget  and  Results 

submissions  for  2001 

Act  cycles. 

to  budget  review 

board  showed  some 

continued 

weaknesses. 

Measure  1.8  -  OHR  web  site  is 

FY03:  Not  applicable 

FY03:  Goal 

expanded  to  include  content  for 

completed 

additional  functional  area  coverage. 

FY02:  Web  pages  are  developed 

FY02:  Achieved 

for  3  additional  functional  areas. 

FY03:  Ongoing  implementation 

Measure  1 .9  -  Develop  a 

results  in  right  skills  in  mission- 

FY04: 

department-wide  recruitment  and 

critical  occupations. 

FY03: 

retention  strategy  that  addresses 

FY02:  Strategy  is  developed  and 

skill  needs  identified  through 

deployed. 

FY02: 

formal  workforce  planning 

processes. 

FY03:  Reduce  the  number  of 

Measure  1.10-  Restructure  the 

personnel  offices  to  4 

FY04: 

•See 

Department's  personnel  service 

FY02:  Reduce  the  number  of 

FY03: 

comment 

delivery  function. 

HHS  Personnel  offices  from  40 

FY02: 

below 

to  6  through  consolidation  of 

HR  offices  in  FDA  and  NIH. 
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Goal  2:  Improve  the  quality  of 
worklife  for  HHS  employees. 

Measure  2. 1  -  Secretary's  and 
OPDIV  annual  reports, 
supplemented  by  the  results  of  the 
annual  survey  of  employees,  show 
improvement  in  QWL  indicators. 

Measure  2.3  -  Pro-active  labor 
relations  program  demonstrates 
positive  impact  on  organizational 
performance. 


Measure  2.8  -  Hispanic/Latino 
representation  improves  by  2.0%  by 
end  of  FY  2004. 


FY03:  Significant  improvement 
FY02:  Significant  improvement 
FY01 :  Significant  improvement 
FY00:  Significant  improvement 

FY03:  Third  party  activity 
reduced  15%.  E.O.  13203 
implemented  at  85%  of 
bargaining  units. 
FY02:  Third  party  activity 
remains  static.  E.O.  13202 
implements  at  all  OPDIVs  and 
50%  of  bargaining  units. 

FY04:  5.1% 
FY03: 4.6% 
FY02:  4.1% 
FY01:3.6% 

[Baseline  is  3. 1%,  the  status  as 
of  9/30/0] 


FY03:  Drop  Goal 
FY02:  Achieved 
FY01:  Achieved 
FY0O:  Achieved 

FY03:  Drop  Goal 


FY02: 


FY04 
FY03 
FY02 
FY01 


3.3% 


Narrative  Comments: 


The  Office  of  Human  Resources's  (OHR)  overall  objective  is  to  support  HHS  program  mission 
accomplishment  through  the  planned  and  efficient  use  of  human  capital. 

Some  of  the  activities  of  OHR  are  not  readily  susceptible  to  measurement.  These  include 
decision-support  for  the  Assistant  Secretary  for  Administration  and  Management  and  the 
Secretary;  liaison  with  central  management  agencies;  participation  in  interagency  activities,  and 
ad  hoc  technical  assistance. 


Note  that  goals  and  performance  measures  noted  as  completed  or  being  dropped  in  earlier 
reports  have  been  removed  from  this  document.  Goals  and  measures  that  have  been  completed 
in  FY02  or  are  superseded  are  noted  as  such  in  this  plan  and  will  be  dropped  from  future  reports. 


Notes  on  Specific  Performance  Goals  and  Results: 


Measure  1 .3:  This  measure  is  being  dropped  since  it  does  not  accord  with  OHR  functional 
priorities. 

Measure  1.10:  Targets  have  been  adjusted  to  reflect  agreements  with  OMB  and  HR 
restructuring. 
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Measure  2.3:  This  measure  is  being  dropped  since  the  target  measures  activity  rather  than 
organizational  results. 


Facilities  Management  Group 


Goal  1:  Provide  a  safe  and  healthy  work 
environment  for  HHS  employees  and 
visitors. 

Measure  1:  Percentage  of  HHS 
organizations  evaluated  which  exceeded  the 
Federal  government's  average  workers 
compensation  total  claims  rate  the  previous 
year. 

Measure  2:  Number  of  security  awareness 
notices  distributed  to  HHH  Building 
occupants. 


FY04:  50% 
FY03:  50% 
FY02:  50% 
FY01:50% 
FY00:  50%  (New) 

FY03:  Drop  Goal 
FY02:  10 
FY01:  8 
FY00:  6  (New) 


FY02: 

FY01:  100% 
FY00:  50% 


FY02: 
FY01:  19 
FY00:  15 


Goal  2:  Ensure  that  requests  for  building 
services  in  the  HHH  Building  are 
acknowledged  on  the  day  received  and 
corrective  action  taken  within  72  hours. 

Measure:  Number  of  complaints  addressed 
within  72  hours  as  a  percentage  of  the  total 
number  of  requests  received. 


FY04:  1005 
FY03:  100% 
FY02:  100% 
FY01:  100% 
FY00:  100% 
FY99:  95% 


FY02: 

FY01:  100% 
FY00:  100% 
FY99:  100% 


The  Facilities  Management  Group  (FMG)  supports  and  advices  all  HHS  organizational 
components  in  the  SW  Complex  (Humphrey,  Cohen,  and  Switzer  Buildings)  and  downtown 
Washington  DC  business  district  on  issues  of  space  design,  construction  and  utilization, 
handicapped  accessibility  and  rent  management.  It  is  also  responsible  for  facilities  management 
services  in  the  Hubert  H.  Humphrey  Building  including  operations  and  maintenance,  facilities- 
related  service  calls,  cyclical  painting,  cleaning,  conference  room  maintenance,  set-up  and 
assignment,  facilities  coordination  for  special  events,  construction  and  Continuity  of  Operations 
(COOP)  for  the  HHS  portion  of  the  Washington  DC,  Southwest  complex.  FMG  also  provides 
liaison  services  with  the  General  Services  Administration  for  all  HHS  components  in  the  SW 
complex.  FMG's  strategic  goals  are  to  ensure  that  HHS  real  property  assets  are  protected  and 
utilized  effectively;  and  that  HHS  employees  and  visitors  have  access  to  a  healthy  and  safe  work 
environment. 
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Performance  Report  Summary 

Goal  L  Provide  a  safe  and  healthy  work  environment  for  HHS  employees  and  visitors. 

Measure  1 :  Percentage  of  HHS  organizations  evaluated  which  exceeded  the  Federal 
government's  average  total  workers  compensation  claims  rate  the  previous  year.  FY  2001 
Target:  50%. 

Establishing  Performance  Targets:  In  concert  with  the  President's  Federal  Worker  2000 
Initiative,  this  performance  measure  and  target  focuses  on  those  HHS  facilities  which  exceeded 
the  Federal  government's  average  total  compensation  claims  rate  the  previous  fiscal  year.  In 
evaluating  these  organizations,  limited  resources  are  better  utilized  in  those  areas  which  have  the 
greatest  problems  and  the  most  room  for  improvement.  The  successful  accomplishment  of  this 
goal  will  provide  HHS  employees  with  a  safer,  healthier  work  environment,  control 
compensation  costs,  and  improve  productivity. 

Performance  Report:  Only  one  HHS  organization,  the  Indian  Health  Service  (THS),  was  found  to 
exceed  the  Federal  government's  average  total  claims  rate  for  FY  2000.  An  evaluation  of  the 
IHS  Occupational  Safety  and  Health  Program  was  initiated  during  FY  2001  using  the  Federal 
Worker  2000  Action  Plan  as  a  guide.  Because  of  the  sudden  retirement  of  the  Department's 
Occupational  Safety  and  Health  Officer  who  performed  this  function,  and  inability  to  hire  a 
replacement,  the  start  of  this  evaluation  was  delayed.  The  review  will  be  completed  in  early 
2002. 

Measure  2:  Issue  security  awareness  notices  to  HHH  Building  occupants.  FY  2002  Target:  10. 

Establishing  Performance  Targets:  The  performance  target  is  based  on  historical  knowledge  and 
assessment  of  the  number  of  times  throughout  the  year  when  employees  would  benefit  from 
security  awareness  notices.  This  measure  is  being  dropped  for  future  years  since  the  target 
measures  activity  rather  than  organizational  results. 

Performance  Report:  In  FY  2001,  FS  issued  19  informational  notices  to  HHS  Building 
occupants.  Topics  included  the  prevention  of  office  theft,  shopping  smart,  tips  to  avoid  summer 
weather  hazards,  information  concerning  special  building  admittance  and  security  procedures 
during  a  presidential  visit  and  during  Inauguration  Day,  and  information  concerning  fire  alarm 
procedures  and  evacuations. 

Goal  2.  Ensure  that  requests  for  building  services  in  the  HHH  Building  are  acknowledged 
on  the  day  received  and  corrective  action  taken  within  72  hours. 

Measure:  Number  of  complaints  addressed  within  72  hours  as  a  percentage  of  the  total  number 
of  requests  received.  FY  2001  Target:  100%. 
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Establishing  Performance  Targets:  The  performance  target  is  based  on  GSA  guidelines  that 
building  services  complaints  be  addressed  within  72  hours  of  receipt. 

Performance  Report:  The  FY  2001  and  FY  2000  performance  targets  were  achieved.  FMG 
current  practices  and  procedures  adhere  to  the  GSA  guidelines  that  building  services  complaints 
be  responded  to  within  72  hours  of  receipt.  To  verify  performance  in  this  area,  an  independent 
analysis  of  computer  generated  data  from  the  FMG  service  call  system  is  performed.  In  order  to 
ensure  the  accuracy  of  this  data,  a  manual,  random,  periodic  review  of  an  individual  work  orders 
issued  as  a  result  of  a  request  for  service  is  pulled  and  performance  verified.  This  has 
consistently  supported  the  automated  reports. 


Office  of  Grants  and  Acquisition  Management 


Performance  Goals 

FY  Targets 

-    Actual  Performance 

Reference  ; 

Goal  1 .  Increase  the 

FY04 

4.0  of  5 

FY04 

effectiveness  of  HHS  Grants, 

FY03 

FY03 

Procurement,  and  Logistics 

FY02 

* 

FY02 

Policies  using  periodic  customer 

FY01 

3.9  of  5 

FY01 

03/01/03 

feedback. 

FY00 

FY00 

FY99 

FY99 

•Effectiveness  is  measured 

FY98 

Baseline  3.4 

every 

third  year.  FY0 1  will 

be  measured  in  FY02. 

GoaJ  2.  Increase  the 

FY04 

4.0  of  5 

FY04 

effectiveness  of  HHS  Grants, 

FY03 

FY03 

Procurement,  and  Logistics 

FY02 

FY02 

Training,  using  periodic 

FY01 

3.9  of  5 

FY01 

03/01/03 

customer  feedback. 

FY00 

FY00 

FY99 

* 

FY99 

•Effectiveness  is  measured 

FY98 

Baseline  3.4 

every 

third  vear.  FY01  will 

be  measured  in  FY02. 
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Goal  3.  Achieve  100%  of  the 

SB  A  Negotiated  goal  categories: 

3.1.  Small 

Business 

FY04:  (*) 

FY04: 

FY03:  30%($1.4B) 

FY03: 

FY02:  30%($l.4B) 

FY02: 

FY01:  32%($1.4B) 

FY01:  31.7%($1.5B) 

FY00:  32%($l.4B) 

FYOO:  26.05%  ($1. IB) 

FY99:  32%($1.4B) 

FY99:  27.3% (SUB) 

3,2.  (A)  Awards 

FY04:  (*) 

FY04: 

FY03:  4.1%($193M) 

FY03: 

FY02:  3.9%($181M) 

FY02: 

rYOl:  4.3%($200M) 

FY01:  4.6%($222M) 

FYOO:  4.3%($225M) 

FYOO:  3.3%($145M) 

FY99:  4.8%($223M) 

FY99:  4.4%($221M) 

3.3.  SDB  Awards  (Small 

FY04:  (*) 

FY04: 

Disadvantaged  Business 

FY03:  7.6%  (S353M) 

FY03: 

Awards) 

FY02:  7.3%  (S339M) 

FY02: 

FY01:  9.6%  (S440M) 

FY01:  10.33%  (S500M) 

FYOO:  9.6%  (S440M) 

FYOO:  7.2%  (S316M) 

FY99:  10.4%  ($479M) 

FY99:  9.0%  (S345M 

FY04: 

5  A.  wuaH  Awards  (women- 

FY04:  (*) 

FY03: 

owned  sma 

11  business) 

FY03:  5%  (S235M) 

FY02: 

FY02:  5%  ($233M) 

FY01:  5.5%($264M) 

FY01:  14%**  (S649M) 

FYOO:  3.9%  (S170M) 

FYOO:  14%($164M) 

FY99:  3.3%  (S166M) 

rY99:  4.6%  (S210M) 

**This  is  an  administrative 

error  as  the  GovemmentOwide 

goal  for  Women-Owned 

Business  is  5%.  This  will  be 

aujuMcu  lq  r  1  yz. 

FY04: 

3.5.  HUBZONE  Awards 

FY03: 

FY04:  (*) 

FY02: 

FY03:  3%($141M) 

FY01:  .6%($29M) 

FY02:  2.5%($116M) 

FYOO:  .14%($6M) 

FY01:  2.0%  ($92M) 

FYOO:  1.5%($67M) 

FY04: 

3.6  SDVOSB  Awards  (Service - 

r  IUj. 

Disabled  Veterans  Owned  Small 

FY04:  (*) 

FY02: 

Business) 

FY03:  3%  ($140M) 

FY01:  1%($44M) 

FY02:  3%($140M) 

*  Changes  have  been  made  in 

FY01:  1.5%($69M) 

Performance  numbers  since 

(*)  goals  are  are  negotiated  for 

2002  submission  because  data 

each  preceding  year  with  the 

input  is  a  continual  process. 

SBA.  Fluctuating  Federal 

budgets  are  the  basis  for  not 
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Goal  4.  Improve  Contract 

4.1  Customer  S&tisrsction 

FY04 

:  89.1% 

FY'04: 

FY03 

:  n/a 

FY03 

•  n'a 

FY02 

:  87.4% 

FY02 

tbd 

FY01 

:  n  'a 

FY01 

n'a 

FYOO:  n/a 

FYOO:  S3.2%  baseline* 

4..  Lrnpioye€  batistaction 

FY04:  77.2% 

FY04 

FY03 

:  nj  a 

FY03 

n'a 

FY02 

:  75.7% 

FY02 

tbd 

FYO! 

:  n  a 

FYOl 

n'a 

FYOO 

:  n;a 

FYOO 

.  72.1%  baseline* 

FY04 

:  86.6% 

FY04 

FY03 

:  n;a 

FY03 

n'a 

FY02 

:  84.9% 

FY02 

tbd 

FY01 

:  n'a 

FYOl 

n/a 

FYOO 

:  na 

FYOO 

SO.9%  baseline* 

*  This  baseline  has  been 

adjusted  to  reflect  major 

system  changes,  and  will  be 

the  starring  point  for  future 

targets. 

Goal  5.  Increase  use  of 

FY04 

tbd  by  OMB 

FY04 

Performance  Based  Contracting 

FY03 

30%  (tbdbyOMB) 

FY03 

FY02 

20% 

FY02 

Goal  6.  Maximize  use  of  FedBiz 

FY04 

100% 

FY04 

Opps. 

FY03 

100% 

FY03 

FY02:  100% 

FY02 

Goal  7.  Increase  competition  of 

FY04:  tbdbyOMB 

FY04 

Department's  Fair  Act 

FY03 

10%  (Cum  15%) 

FY03 

Inventory. 

FY02 

5% 

FY02 

Goal  8.  Ensure  HHS  Grant 

FY04 

100% 

FY04 

Administrative  Policies  are 

FY03 

100% 

FY03 

current. 

FY02 

100% 

FY02 

FYO  I 

96% 

FYOl 

96% 

FYOO 

93% 

FYOO:  93% 

FY99 

85% 

FY99:  85% 

FY9S 

Baseline  75% 
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Goal  9.  Implement  the  initial 

FY04:  Consolidate  and 

FY04: 

plan  of  Public  Law  106-107, 

coordinate  application  and 

Federal  Financial  Assistance 

reporting  forms  and  data 

Management  Improvement  Act 

elements,  improve  the  quality 

(new  in  FY  2003) 

and  usefulness  of  grantee 

audits,  and  increase 

automation  in  all  aspects  of 

the  grants  process. 

FY03:  Establish  the  baseline 

FY03: 

of  application  and  reporting 

forms  and  data  elements, 

review  Federal  audit 

processes,  and  identify  agency 

automation  capabilities. 

Goal  1 0.  Increase  Location 

FY04:  96% 

FY04 

Accuracy  of  Capitalized 

FY03:  96% 

FY03 

Personal  Property  Records 

FY02:  96% 

FY02 

FY01:  96% 

FY01 

97% 

FY00:  94% 

FYOO 

97% 

FY99:  92% 

FY99 

97% 

FY98 

Baseline  90% 

Goal  1 1 .  Increase  Access  to 

FY02:  100%* 

r  YUZ 

• 

HHS  Grants  Administrative 

FY01:  100% 

PVni 
nui 

tUU/o 

Policies 

FY00:  100% 

FYOO 

100% 

FYOQ-  8(1% 
i  i  y s  •  ov  /o 

FY99 

100% 

*100%  achieved  for  3 

FY98 

Baseline  70% 

consecutive  years.  Goal  will 

be  dropped  after  FY02. 

♦Goal  12.  Protect  HHS  assets  by 

identifying  and  properly 

accounting  for  the  Department's 

real  property  holdings. 

Measure  LHoldOPDlV 

FY04:  2 

FY04 

Foundation  Information  for  Real 

FY03:  2 

FY03 

Property  Management  (FIRM) 

FY02:  2 

FY02 

database  users  group  meetings  to 

CVA1  .  ^  /XT«*«A 

r  YUl :  I (New) 

FY01 

2+ 

identify  and  resolve  problems. 

Measure  2:  Percentage  of 

FY04:  100% 

FY04 

acquisitions  and  disposals 

FY03:  100% 

FY03 

executed  in  accordance  with 

FY02:  100% 

FY02 

regulations. 

FY01:  100% 

FY01 

100% 

FY00:  100% 

FYOO 

100% 

FY99:  90% 

FY99 

100% 
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*Goal  13.  Reduce  energy 
consumption  at  HHS  facilities  as 
mandated  by  the  Energy  Policy 

Apt  nf  1  QQ7  fPP  Art\  V  O 

12902,  and  E.O.  13123. 

Measure:  Number  of  buildings 
audited  for  energy  usage  as  a 
percentage  of  the  total  number 
of  buildings  in  the  HHS 
inventory. 

FY04:  tbd  by  OMB 
FY03:  80% 
FY02:  70% 
FYOl:  60% 
FYOO:  50% 
FY99:  40% 

FY04: 
FY03: 

FY02:  03/01/03 
FYOl:  55% 
FYOO:  50% 
FY99:  48% 

*Goal  14.  Provide  a  safe  and 
healthful  work  environment  for 
HHS  employees  and  visitors. 

Measure  1:  Percentage  of  HHS 
organizational  evaluated  which 
exceeded  the  Federal 
government's  average  workers 
compensation  total  claims  rate 
the  previous  year. 

FY04:  50% 
FY03:  50% 
FY02:  Suspended 
FYOl:  50% 
r  i  uu.  JU7o  ^lNewj 

FYOl:  100% 
r  i  UU.  j>Uto 

Measure  2:  Number  of  security 
audits  conducted  of  HHS- 
owned,  leased  and  delegated 
buildings  to  monitor  compliance 
with  DOJ  minimum  level 
requirements. 

FY04:2 
FY03:  2 

FY02:  Suspended 
FYOl:  Suspended 
FYOO:  2 
FY99:  2 

FYOl:  Suspended 
FYOO:  2 
FY99:  3 

*In  FY  2002,  the  functions  outlined  in  Goals  12,  13,  and  14  were  transferred  to  the  Office  of  Grants  and  Acquisition 
Management.  They  previously  resided  in  Facilities  Services. 


Goat  1:  Increase  the  effectiveness  of  HHS  Grants,  Procurement,  and  Logistics  Policies 

Performance  Goal:  The  Office  of  Grants  and  Acquisition  Management  (OGAM)  is  responsible 
for  issuing  Department-wide  grants,  procurement,  and  logistics  policies.  Policies  are  issued  to 
improve  stewardship  of  government  assets  such  as  grant  and  procurement  funds  and  personal 
property,  while  reducing  administrative  burdens  on  HHS  offices,  grantees  and  contractors  and 
while  protecting  the  government's  assets  and  maximizing  efficiency  and  effectiveness.  This 
goal  measures  the  effectiveness  of  the  policies  in  meeting  these  objectives. 

Performance  Measurement:  Summary  of  Agency  ratings  of  the  effectiveness  of  policies  on  a 
scale  of  0  to  5. 

In  FY  1998,  to  measure  the  effectiveness  of  its  policies,  OGAM  developed  a  survey  instrument 
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consisting  of  multiple  questions  in  different  areas,  resulting  in  a  composite  score,  to  obtain 
opinions  from  the  OPDIVs  on  the  effectiveness  of  OGAM's  policy  functions.  (The  OPDIVs  are 
responsible  for  surveying  grantees  and  contractors.)  The  initial  survey,  conducted  in  FY  1998, 
established  a  baseline  of  3.4  on  scale  of  0  to  5.  The  survey  will  be  conducted  every  third  year, 
resuming  in  FY  2002.  Many  new  initiatives  in  legislation  and  management  practices  have 
occurred  in  FY  2000  and  FY  2001 .  The  survey  has  been  postponed  one  year  to  evaluate  OGAM 
leadership  in  these  areas. 

Results:  Results  will  be  available  after  the  next  survey  is  completed  in  FY  2002. 

Goal  2:  Increase  the  effectiveness  of  HHS  Grants,  Procurement  and  Logistics  Training 

Performance  Goal:  OGAM  is  responsible  for  providing  Department-wide  grants,  procurement, 
and  logistics  training.  A  trained  workforce  is  essential  to  assure  that  HHS  and  government-wide 
policies  are  implemented  efficiently  and  effectively  and  to  assure  high  productivity  among  the 
professional  grants,  procurement  and  logistics  personnel  in  carrying  out  their  stewardship  role. 
This  goal  measures  the  effectiveness  of  the  training  in  meeting  these  objectives. 

Performance  Measurement:  Summary  of  Agency  ratings  of  the  effectiveness  of  training  on  a 
scale  ofOto  5. 

In  FY  1998,  to  measure  the  effectiveness  of  its  training  programs,  OGAM  developed  and 
implemented  a  survey  instrument  consisting  of  multiple  questions  in  different  areas  resulting  in  a 
composite  score,  to  obtain  opinions  from  the  OPDIVs  on  the  effectiveness  of  OGAM's  training 
functions.  (The  OPDIVs  are  responsible  for  surveying  grantees  and  contractors.)  The  initial 
survey,  conducted  in  FY  1998,  established  a  baseline  of  3.4  on  scale  of  0  to  5.  The  survey  will 
be  conducted  every  third  year,  resuming  in  FY  2002.  Many  new  initiatives  in  legislation  and 
management  practices  have  occurred  in  FY  2000  and  FY  2001 .  The  survey  has  been  postponed 
one  year  to  evaluate  OGAM  leadership  in  these  areas. 

Results:  Results  will  be  available  after  the  next  survey  is  completed  in  FY  2002. 

Goal  3.  Achieve  100%  of  the  Small  Business  Administration  (SBA)  Negotiated  Goal 
Categories 

Performance  Goal:  Public  Law  95-507,  Section  221,  and  Public  Law  100-656,  Sections  502  and 
503,  require  the  head  of  each  Federal  agency,  after  consultation  with  the  US  Small  Business 
Administration  (SBA),  to  establish,  on  a  bi-annual  basis,  realistic  goals  for  the  award  of 
contracts  to  small  business  concerns  and  to  small  business  concerns  owned  and  controlled  by 
socially  and  economically  disadvantaged  individuals. 

Performance  Measurement:  Section  15(g)(1)  of  the  Small  Business  Act  requires  the  Federal 
government  to  establish  a  goal  of  awarding  23%  of  all  prime  contract  dollars  for  small 
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businesses.  Of  the  23%,  5%  should  be  awarded  to  socially  and  economically  disadvantaged 
individuals  and  to  women-owned  businesses,  respectively,  2.5%  should  be  awarded  to 
Historically  Underutilized  Business  Zones  (HUBZone)  small  businesses,  and  3%  should  be 
awarded  to  Service-Disabled  Veteran-Owned  small  business  (SDVOSB). 

In  order  for  the  Federal  government  to  accomplish  this  goal,  each  Federal  agency  negotiates  a 
weighted  portion  of  the  goal  with  the  SBA.  HHS'  FY  2002  negotiated  goals  are  30%  for  small 
business  awards,  *3.9%  for  Section  8(a)  awards,  7.3%  for  S.B.,  5%  for  women-owned 
businesses,  2.5%  for  HUBZone  and  3%  for  Service-Disabled  Veteran  Owned  Small  Business 
(SDVOSB).  All  goals  are  expressed  in  terms  of  numbers,  dollars  and  percentages.  If  there  is 
any  variance  from  the  projected  base  amount,  the  percentage  goal  is  the  controlling  factor  and 
will  be  used  to  measure  actual  attainment.  Success  is  measured  in  terms  of  meeting  or  exceeding 
each  Agency's  negotiated  percentages. 

*The  8(a)  goal  is  agency  specific.  In  FY  2002,  the  8(a)  goal  and  the  SDB  goal  have  been 
combined  for  an  1 1.7%  goal.  8(a)  numbers  are  counted  as  part  of  the  overall  S.B.  government- 
wide  accomplishment. 

For  the  first  time,  HHS  exceeded  the  Federally  mandated  women  owned  business  goal  of  5%  by 
achieving  5.5%. 

Results:  The  Federal  Government  fell  slightly  short  of  its  FY  2001  goal  of  23%.  However,  HHS 
achieved  31 .7%  of  a  32%  small  business  goal  in  FY  2001 . 

Aggressive  efforts  are  underway  to  unify  our  business  process.  The  Department  is  also  working 
to  enhance  its  subcontracting  program  to  ensure  that  small  businesses  receive  opportunities  on 
larger  procurement  efforts.  Finally,  HHS  is  working  to  implement  measures  that  will  increase 
opportunities  for  HUBZone  as  well  as  other  soci-economic  categories  of  small  businesses. 

Goal  4.  Improve  Contract  Operations 

Performance  Goal:  The  Office  of  Acquisition  Management's  (OAM)  goal  is  to  improve  contract 
operations  throughout  the  Department. 

Performance  Measurement:  Progress  in  achieving  this  goal  is  measured  by  using  composite 
contract  Operations  rating  based  on  survey  results  from  HHS's  Acquisition  Balanced  Scorecard. 
OAM  has  developed  a  results-driven  Acquisition  Balanced  Scorecard  to  measure  and  improve 
acquisition  performance  throughout  the  Department.  HHS's  Acquisition  Balanced  Scorecard 
represents  a  new,  cost-effective  approach  to  performance  management  and  oversight.  The 
Scorecard  strives  to  achieve  balance  among  various  perspectives  and  goals,  such  as  efficient 
business  processes,  innovative  leadership,  empowered  employees,  satisfied  customers,  and 
dedicated  vendors.  HHS's  Agencies  compile  performance  data  using  pretested  surveys  of 
stakeholders,  such  as  customers,  contractors,  and  employees.  Performance  data  is  entered, 
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tracked  and  analyzed  using  a  variety  of  software  and  web-based  applications.  Performance  gaps 
are  identified,  and  cross-functional  teams  are  used  to  target  opportunities  for  organizational 
improvement. 

Results:  In  FY  2000,  OAM:  (a)  conducted  web-based  surveys  to  compile  current,  accurate  and 
meaningful  performance  data;  (b)  established  a  new,  fair,  and  GPRA-complaint  composite 
baseline  based  on  a  roll-up  of  that  data;  and  (c)  developed  realistic  acquisition  performance 
targets  to  spur  organizational  improvements.  Acquisition  Balanced  Scorecard  surveys  are 
conducted  every  two  years.  Thus,  performance  targets  are  aligned  with  that  two-year  cycle. 
Moreover,  OAM  put  a  methodology  in  place  (i.e.,  a  bench  marking  forum)  to  promote  the 
sharing  of  performance  results  and  improvements  throughout  the  Department  -  -  while  avoiding 
any  misleading  or  simplistic  performance  comparisons  among  HHS's  contracting  offices. 
(Please  note  that  for  subsequent  GPRA  submission,  we  plan  to  establish  and  incorporate 
appropriate  internal  goals  and  objectives  to  gauge  our  progress  in  implementing  the  Procurement 
Executive  Council's  "Government-wide  Acquisition  Performance  Measurement  Program".) 

HHS  is  continuing  to  hold  regular  Acquisition  Balanced  Scorecard  User  Group  meetings  to 
promote  high  quality  acquisition  performance  measurement  performance  management,  and 
organizational  improvement  at  each  of  our  OPDIVs.  In  addition,  the  Department  is  conducting 
an  acquisition  efficiency  study  using  statistical  cost  function  and  data  envelopment  analyses,  to 
support  optimum  workload  and  workforce  planning.  Lastly,  HHS  plans  to  conduct  a  second 
Benchmarking  Forum  in  FY  2003,  to  foster  organizational  improvement  efforts  across  the 
Department.  This  benchmarking  process  will  enable  OAM  to  roll  up  its  OPDIV  survey  results 
and  gauge  HHS's  overall  Scorecard  performance  against  the  stated  GPRA  goals. 

Goal  5.  Increase  the  use  of  Performance-Based  Contracting 

Performance  Goal:  The  Department  is  committed  to  reaching  the  OMB  and  Procurement 
Executive  Council  goal  of  using  performance-based  contracting  (PBC)  to  award  20%  of  eligible 
service  contracting  dollars  by  FY  2002.  An  additional  10%  of  eligible  service  contracting 
dollars  will  be  targeted  for  FY  2003. 

Performance  Measurement:  To  meet  this  goal,  the  Secretary  sent  a  letter  to  the  OPDIV  Heads 
stressing  the  need  for  program  and  contracting  communities  to  work  in  partnership  to 
aggressively  apply  PBC.  We  plan  to  continue  to  enhance  our  web-based  PBC  knowledge 
repository  (www.ogam2000.com/acquisition/pbc.htm);  to  strengthen  our  hands-on  PBC 
workshops;  to  reward  and  recognize  PBC  efforts;  to  target  opportunities  for  improvement  using 
our  management  information  systems;  and  to  continue  to  address  this  topic  at  conferences  and 
meetings  across  the  Department. 

Results:  HHS  is  on  track  to  meet  its  FY  2002  goal  of  meeting  20%  of  eligible  service 
contracting  dollars.  Moreover,  the  Department  is  playing  an  active  role  on  OMB's  inter-agency 
PBC  team,  which  is  dedicated  to  strengthening  and  streamlining  PBC-related  FAR  rules,  FPDS 
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guidance,  and  implementation  for  all  Federal  agencies. 

Goal  6.  Maximize  use  of  FedBiz  Opps  (Federal  Business  Opportunities) 

Performance  Goal:  All  HHS  Agencies  are  on  track  to  use  FedBiz  Opps,  a  government-wide 
point  of  entry,  to  post  100%  of  synopses  and  applicable  solicitations  on-line,  beginning  October 
1,  2001  (the  statutory  due  date). 

Performance  Measurement:  OGAM  will  comply  with  all  laws  and  regulations  in  this  area,  and 
will  continue  to  alert  Agency  contracting  personnel  to  pertinent  training  opportunities.  For 
example,  OGAM  addressed  FedBiz  Opps  at  the  Department's  May  8-9,  2001,  acquisition  and 
small  business  conference  on  performance-based  government.  In  addition,  OGAM  has  posted 
registration  instructions  and  other  important  information  regarding  FedBiz  Opps  on  our  e- 
Business  Supersite  under  KnowNet-HHS'  award  winning  knowledge  management  system.  This 
FedBiz  Opps  information  may  be  found  at  www.ogam2000.com/ec/. 

Results:  HHS  procurement  offices  have  been  posting  100%  of  all  applicable  procurement 
Synopses  to  FedBiz  Opps,  since  October  1,  2001.  During  the  period  October  1,  2001  -December 
31,  2001,  publication  of  the  Commerce  Business  Daily  continued  in  parallel  with  FedBiz  Opps; 
however,  the  Commerce  Business  Daily  ceased  publication  on  January  1,  2002.  FedBiz  Opps  is 
now  the  only  avenue  available  for  publishing  procurement  Synopses.  This  goal  will  be  tracked 
through  FY  2004.  If  performance  remains  at  100%,  the  goal  will  be  dropped. 

Goal  7.  Increase  Competition  of  the  Department's  FAIR  Act  Inventory. 

Performance  Goal:  The  goal  of  competing  or  directly  outsourcing  10%  of  the  inventory  for 
FY  2003  has  been  officially  put  before  the  OPDIVs,  and  their  plans  for  achieving  the  goal  were 
approved  by  OMB. 

Performance  Measurement:  AS  AM  received  plans  from  all  OPDIVs  that  meet  the  10%  goal  of 
competitive  sourcing  for  FY  2003.  The  OPDIVs  will  work  towards  that  goal  throughout  the 
fiscal  year. 

Results:  HHS  achieved  the  FY  2002  goal  by  subjecting  5%  of  the  FAIR  Act  inventory  to 
competition  or  direct  conversion  in  FY  2002.  HHS  is  on  schedule  to  subject  10%  of  the  FAIR 
Act  inventory  to  competition  or  direct  conversion  before  the  end  of  FY  2003. 

Goal  8.  Ensure  that  HHS  Grant  Administrative  Policies  are  current. 

Performance  Goal:  The  Office  of  Grants  Management's  (OGM)  goal  is  to  ensure  that  HHS  grant 
administrative  policy  issuances  are  current. 

Performance  Measurement:  OGM  is  responsible  for  developing,  issuing  and  implementing 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  228 


329 


 DM  GPRA  Performance  Plans  

grants  administrative  polices  used  by  the  various  HHS  awarding  agencies  in  the  award  and 
administration  of  the  three  hundred-plus  grant  programs  HHS  administers.  Grants  polices, 
issued  by  the  Department  to  ensure  accountability  of  the  grant  funds,  provide  guidance  to  grants 
management  staff  and  other  HHS  staff  involved  in  the  award  and  administration  of  grants.  The 
performance  measure  is  based  on  the  percentage  of  policy  issuances  that  have  been  reviewed 
and,  as  needed,  updated  at  least  once  every  four  years. 

Results:  By  the  end  of  FY  2002,  OGM  had  reviewed  and,  as  needed,  updated  96%  of  its  grants 
policy  issuances. 

Goal  9.  Implement  the  Initial  Plan  of  PL  106-107.  Federal  Financial  Assistance 
Management  Improvement  Act  (new  in  FY  2003). 

Performance  Goal:  The  Federal  Grant  Streamlining  Program  is  responsible  for  overseeing  the 
government  wide  grant  reform  effort  mandated  by  Public  Law  106-107.  HHS  is  the  lead  Federal 
agency  for  this  activity,  and  OGAM  is  charged  with  implementation  in  the  Department.  The 
purposes  of  the  Act  are  to:  (1)  improve  the  effectiveness  and  performance  of  Federal  financial 
assistance  programs,  (2)  simplify  Federal  financial  assistance  application  and  reporting 
requirements,  (3)  improve  the  delivery  of  services  to  the  public,  and  (4)  facilitate  greater 
coordination  among  those  responsible  for  delivering  the  services.  Four  work  groups  and  an 
oversight  team  are  working  to  implement  the  plan. 

Performance  Measurement:  Establish  baseline  information  in  FY  2002  and  FY  2003  of  grant 
requirements.  There  are  four  external  work  groups:  pre-award,  post-award,  audit  oversight,  and 
electronic  processing  which  collectively  address  all  aspects  of  Federal  grant  administration.  For 
pre-award  and  post-award  efforts,  the  focus  is  on  consolidation  and  coordination  among  agencies 
to  use  the  same  or  similar  forms  and  data  elements  to  apply  for,  administer,  and  report  on  grant 
activity.  The  audit  team  is  addressing  the  quality,  timeliness,  and  usefulness  of  audit  information 
for  grant  managers.  The  aim  of  the  electronic  work  group  is  to  establish  the  Federal  Commons, 
which  will  serve  as  the  single  point  of  entry  for  E-commerce  over  the  entire  grant  life  cycle, 
offering  both  general  information  exchange  and  secure  electronic  transaction  processing.  These 
activities  will  be  mirrored  within  the  Department. 

Results:  Results  will  be  available  early  in  FY  2004,  since  progress  can  be  measured 
incrementally  (on  a  quarterly  basis)  for  all  aspects  of  this  effort. 

Goal  10.  Increase  Location  Accuracy  of  Capitalized  Personal  Property  Records. 

Performance  Goal:  The  goal  is  to  assure  that  adequate  stewardship  is  exercised  over  the 
Department's  investment  in  equipment.  Equipment  is  essential  to  carry  out  the  Department's 
scientific,  regulatory,  and  administrative  missions.  The  lack  of  adequate  property  stewardship 
can  result  in  unnecessary  expenditures  of  funds.  Funds  have  to  be  used  to  replace  lost  items  or 
to  purchase  duplicate  items  for  equipment  already  in  the  inventory.  Productivity  is  lost  when 
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mission  essential  equipment  is  not  available.  Good  stewardship  over  equipment  assets  also  will 
increase  the  accuracy  of  Department's  presentation  of  personal  property  assets  in  the  annual 
financial  statements  required  by  the  Chief  Financial  Officer  Act  and  provide  a  better 
understanding  of  the  resources  required  to  carry  out  the  Department's  missions. 

Performance  Measurement:  Progress  toward  this  goal  will  be  measured  by  determining  a 
location  accuracy  percentage  based  on  comparing  the  results  of  the  annual  physical  inventory  of 
capitalized  equipment  to  the  capitalized  equipment  inventory  records.  To  calculate  the 
percentage,  the  number  of  "not  found  items"  and  the  number  of  "found  but  not  recorded  items" 
are  subtracted  from  the  number  of  capitalized  items  in  the  property  records  to  determine  the 
numerator,  which  is  then  divided  by  the  number  of  capitalized  items  in  the  property  records. 

Results:  The  Agency's  reported  an  average  accuracy  role  of  97%,  exceeding  the  goal  of  94%. 

Goal  11.  Increase  Access  to  HHS  Grants  Administrative  Policies. 

Performance  Goal:  The  Office  of  Grants  Management's  (OGM)  goal  is  to  increase  access  to 
HHS  grants  administrative  policy  issuances  through  use  of  the  Internet. 

Performance  Measurement:  Increasing  access  to  Departmental  grants  administrative  polices 
helps  ensure  that  all  HHS  staffs  responsible  for  grant  programs  have  readily  available  to  them 
the  policy  guidance  necessary  to  administer  grant  programs.  Using  web-based  services 
accessible  to  all  Departmental  staff  involved  in  grants  administration  is  an  effective  way  of 
ensuring  ready  access  to  such  guidance.  Key  to  achieving  this  goal  is  the  electronic  posting  of 
the  Departmental  grants  administrative  policy  issuances. 

To  measure  accomplishment  of  the  goal,  OGM  will  calculate  the  percentage  of  grants 
administrative  policy  issuances  posted  electronically  under  GrantsNet,  the  Department's  online 
grants  information  service. 

Results:  100%  Actual  Performance  reached  in  three  consecutive  years.  Goal  will  be  dropped  in 

FY  2002. 

Goal  12.  Protect  HHS  assets  by  identifying  and  properly  accounting  for  the  Department's 
reai  property  holdings. 

Performance  Goal:  Measure  1  -  Increase  the  number  of  OPDIVs  with  on-line  input  to  the 
Foundation  Information  for  Real  Property  Management  (FIRM)  database.  FY  2001  Target:  2. 

Establishing  Performance  Targets:  In  1997,  the  former  Assistant  Secretary  for  Management  and 
Budget  ASMB)  determined  that  HHS  needed  a  Department-wide  automated  system  to  manage 
and  account  for  its  real  property  assets  in  a  uniform  manner  to  meet  the  requirements  of  the 
Chief  Financial  Officers  Act.  The  GSA  FIRM  system  was  acquired  and  implementation  began 
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in  FY  1 998.  The  FY  2000  performance  measure  and  target  was  to  increase  the  number  of 
OPDIVs  with  on-line  input  to  the  FIRM  database  to  ten.  Now  that  we  have  met  the  FY  2000 
target,  all  major  OPDIVs  with  real  property  holdings  have  on-line  access  to  FIRM.  Therefore, 
this  performance  measure  was  revised  in  FY  2001  and  FY  2002  to  reflect  the  technical  support 
that  ORP  will  provide  to  OPDIVs  utilizing  the  FIRM  system.  The  target  of  two  FIRM  users 
group  meetings  was  established  in  consultation  with  OPDIV  representatives  on  the  work  group. 

Performance  Report:  The  FY  2000  target  of  10  OPDIVs  with  on-line  access  to  the  FIRM 
system  has  been  met  with  the  addition  of  ACF  and  HRSA;  The  FY  1 999  target  of  8  was  met 
with  the  installation  of  FIRM  and  training  of  staff  at  AoA,  CDC,  FDA,  CMS,  IHS,  NIH,  the 
Office  of  the  Secretary,  and  the  Program  Support  Center. 

Measure  2  -  Percentage  of  acquisitions  and  disposals  executed  in  accordance  with  regulations. 
FY  2001  Target:  100%. 

Establishing  Performance  Targets:  The  target  for  acquisitions  and  disposals  is  based  on  Federal 
Real  Property  Regulations  and  HHS  policy. 

Performance  Report:  100%  of  the  real  property  acquisitions  and  disposals  during  FY  2001  were 
reviewed  and  properly  executed.  100%  of  the  21  real  property  acquisitions,  transfers  and 
disposals  reviewed  during  FY  2000  were  properly  executed.  In  FY  1999,  100%  of  the  1 8  real 
property  acquisitions  and  disposals  reviewed  were  properly  executed. 

Goal  13.  Reduce  energy  consumption  at  HHS  facilities  as  mandated  bv  the  Energy  Policy 
Act  of  1992,  E.0. 12902,  and  E.O. 13123. 

Measure  -  Number  of  buildings  audited  for  energy  usage  as  a  percentage  of  the  total  number  of 
buildings  in  the  HHS  inventory.  FY  2001  Target:  60% 

Establishing  Performance  Targets:  In  accordance  with  the  Energy  Policy  Act  of  1992  (EPAct) 
and  E.O.  12902,  ORP  developed  a  Department-wide  energy  program  based  on  an  energy 
compliance  review  of  all  HHS  OPDIVs.  This  compliance  review  concentrated  on  the  energy 
auditing  requirements  of  EPAct  and  E.O.  12902.  The  findings  of  the  review  highlighted  specific 
areas  of  need  in  the  OPDIVs.  The  performance  targets  are  based  on  the  OPDIVs'  Ten-Year 
Energy  Audit  Plans. 

Performance  Report:  E.O.  12902  directed  Federal  agencies  to  develop  and  implement  a  ten  year 
plan  to  conduct  comprehensive  facility  energy  audits,  ensuring  that  10%  of  the  agency's 
facilities  are  audited  each  year  (beginning  in  FY  1996).  By  the  end  of  FY  2000,  HHS  had 
completed  energy  audits  on  50%  of  our  facilities.  By  the  end  of  FY  1999,  HHS  had  completed 
energy  audits  on  48%  of  our  facilities  (8%  above  our  target). 

The  purpose  of  an  audit  is  to  provide  detailed  information  to  identify  and  prioritize  energy 
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conservation  projects.  The  audits  conducted  on  HHS  facilities  have  served  as  the  impetus  for 
lighting  retrofits,  chiller  upgrades,  water  conservation  projects,  as  well  as  entering  into  energy 
savings  performance  contracts. 

Goal  14.  Provide  a  safe  and  healthful  work  environment  for  HHS  employees  and  visitors. 

Measure  1  -  Percentage  of  HHS  organizations  evaluated  which  exceeded  the  Federal 
government's  average  total  workers  compensation  claims  rate  the  previous  year.  FY  2001 
Target:  50%. 

This  goal  is  suspended  for  FY  2002  due  to  staff  retirement. 

Establishing  Performance  Targets:  In  concert  with  the  President's  Federal  Worker  2000 
Initiative,  this  performance  measure  and  target  focuses  on  those  HHS  facilities  which  exceeded 
the  Federal  government's  average  total  compensation  claims  rate  the  previous  fiscal  year.  In 
evaluating  these  organizations,  limited  resources  are  better  utilized  in  those  areas  which  have  the 
greatest  problems  and  the  most  room  for  improvement.  The  successful  accomplishment  of  this 
goal  will  provide  HHS  employees  with  a  safer,  healthier  work  environment,  control 
compensation  costs,  and  improve  productivity. 

Performance  Report:  Actual  performance  of  this  goal  was  awaiting  the  completion  of  the  HHS 
Federal  Worker  2000  Action  Plan.  Only  one  HHS  organization,  the  Indian  Health  Service 
(IHS),  exceeded  the  Federal  government's  average  total  claims  rate  for  FY  1999.  IHS  was 
evaluated  during  FY  2001  using  the  Federal  Worker  2000  Action  Plan.  The  FY  1999 
performance  measure  of  95%  of  safety  and  health  deficiencies  addressed  in  OPDrV  corrective 
action  plans  was  achieved.  The  organization  evaluated  during  FY  1 999  was  the  Centers  for 
Disease  Control  and  Prevention.  Its  corrective  action  plan  exceeded  the  goal  by  addressing 
100%  of  the  identified  deficiencies. 

Measure  2  -  Number  of  security  audits  conducted  of  HHS-owned,  leased  and  delegated  buildings 
to  monitor  compliance  with  the  Department  of  Justice  (DOJ)  minimum  level  requirements.  FY 
2001  Target:  2. 

This  goal  is  being  suspended  for  FY  2001  and  FY  2002  because  of  staff  reassignment. 

Establishing  Performance  Targets:  The  target  is  based  on  the  number  of  facilities,  potential 
vulnerability  and  available  resources. 

Performance  Report:  The  Department  places  a  high  priority  on  the  safety  and  security  of  its 
employees.  In  that  egard,  annual  on-site  audits  of  OPDIV  physical  security  procedures, 
including  use  of  card  access  systems,  are  conducted  on  a  random  basis  to  ensure  that  applicable 
DOJ  minimum  level  security  procedures  are  currently  implemented  in  HHS  owned  and  managed 
facilities.  During  FY  2000,  the  performance  measure  for  this  goal  was  met  through  the  conduct 
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of  comprehensive  on-site  security  audits  of  certain  HHS  facilities  and  a  comprehensive  review  of 
all  OPDIV  building  access  procedures  based  on  government-wide  concerns  identified  by  the 
General  Accounting  Office's  report  to  Congress  on  breeches  of  security  at  Federal  agencies  and 
airports.  The  on-site  audits  were  conducted  at  the  Department's  Headquarters,  the  Hubert  H. 
Humphrey  (HHH)  Building  (managed  by  the  Office  of  the  Secretary)  and  the  NIH  Complex  in 
Bethesda,  Maryland,  and  were  based  on  a  review  of  additional  security  enhancements 
implemented  at  these  locations.  The  review  of  OPDIV  building  access  requirements  identified 
security  procedures  currently  in  place,  as  well  as  additional  actions  that  could  be  implement4ed, 
without  budget  restrictions,  if  heightened  security  was  required.  In  addition,  as  part  of  PDD-63 
activities,  we  conducted  a  general  analysis  of  current  security  procedures  for  the  CDC 
Headquarters  installation  in  Atlanta,  Georgia,  focusing  heavily  on  procedures  to  deter  the  threat 
of  bio-terrorism  activities  on  laboratory  facilities.  In  FY  1999,  this  goal  was  met  through  on-site 
security  audits  in  the  HHH  Building  and  the  Headquarters  Building  for  the  Public  Health 
Service,  the  Parklawn  Building  (managed  by  the  Program  Support  Center).  In  addition,  as  part 
of  Y2K  Day  1  activities,  we  reviewed  security  procedures  for  the  CDC  Headquarters  installation 
in  Atlanta,  Georgia.  Although  the  HHH  and  CDC  facilities  were  reviewed  in  FY  1999,  the 
importance  of  their  Operations  and  security  enhancements  to  the  Department's  evaluation 
process  made  their  reinspection  in  FY  2000  critical.  Each  of  these  sites  met  or  exceeded 
minimum  security  standards  established  by  the  DO  in  its  Vulnerability  Assessment  of  Federal 
Facilities. 
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DEPARTMENTAL  APPEALS  BOARD 

FY  2004  PERFORMANCE  PLAN 

The  Departmental  Appeals  Board  (DAB)  is  an  independent  office  established  to  provide  conflict 
resolution  services.  Its  mission  is  to  provide  the  best  possible  dispute  resolution  services  for  the 
people  who  appear  before  us,  those  who  rely  on  our  decisions,  and  the  public.  These  services  are 
basically  of  two  types:  1)  adjudicatory  hearings,  appellate  review  of  decisions  of  Administrative 
Law  Judges  (ALJs),  and  similarly  structured  formal  and  informal  reviews  of  contested  decisions; 
and  2)  alternative  dispute  resolution  (ADR),  including  mediation  and  other  consensual  processes 
and  training  related  to  ADR. 

Organizationally,  DAB  has  four  Divisions: 

•  The  Appellate  Division  supports  the  Board  Members,  issuing  decisions  on  behalf  of  the 
Secretary  of  HHS  in  a  wide  variety  of  cases.  In  some  cases,  the  Board  provides  a  hearing 
if  one  is  needed;  in  others,  the  Board  provides  an  appellate-type  review. 

The  Civil  Remedies  Division  supports  ALJs  who  conduct  hearings  and  issue  initial 
decisions  in  health  care  fraud  and  abuse  cases,  provider  sanction  cases,  and  other  civil 
enforcement  cases. 

The  Medicare  Operations  Division  supports  Administrative  Appeals  Judges  (AAJs)  who 
act  as  the  Medicare  Appeals  Council  for  review  of  decisions  by  SSA  ALJs  in  Medicare 
entitlement  and  coverage  and  payment  cases  (i.e.,  Medicare  Appeals). 

NOTE:  The  Board  Members  and  other  judges  are  part  of  the  Immediate  Office  of  the  Chair  of 
the  Board  (together  with  administrative  support  staff),  but  are  considered  part  of  the  Divisions 
for  purposes  of  GPRA,  since  their  caseloads  are  identified  to  the  Divisions. 

•  The  Alternative  Dispute  Resolution  (ADR)  Division  supports  the  Chair  of  the  Board  in 
her  function  as  Dispute  Resolution  Specialist  for  the  Department.  The  Division  provides 
direct  ADR  services,  such  as  mediation  in  Board  cases  and  other  Department  disputes, 
and  provides  ADR  training. 

Since  the  mid-1990's,  caseload  sizes  have  grown  very  rapidly,  particularly  for  the  Civil 
Remedies  and  Medicare  Operations  Divisions.  Caseload  projections  signal  continued  growth. 
In  addition,  cases  are  increasing  in  complexity,  thereby  requiring  more  time  for  analysis  and 
decision-making.  Finally,  the  use  of  ADR  is  expanding  requests  for  mediation  services  have 
more  than  doubled  over  the  past  few  years.  The  Performance  Goals  support  and  respond  to  other 
efforts  (e.g.,  work  redesign,  improved  data  collection,  increased  staffing)  to  effectively  carry  out 
DAB's  responsibilities  and  functions. 
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Performance  Goals 

FY  Targets 

Actuaj  Performance 

Reference* 

Goal  L:  Maintain  Appellate  Division 
case  processing  rates  as  a  measure  of 
efficiency  of  Board  proceedings. 

Measure:  Percentage  of  Board 
decisions  with  net  case  age  of  six 
months  or  less. 

FY04:  70% 

FVfH-  7ft<>/, 
riuj.  i\j  /o 

FY02:  70% 

FYOl:  70% 

FYOO:  60% 

FY99:  80% 

FY02:  86% 
FYOl:  75% 
FYOO:  81% 
FY99:  53% 

Goal  2:  Maintain  reversal  and  remand 
rate  of  Board  decisions  appealed  to 
Federal  courts  as  a  measure  of  quality 

Outcome 

of  decisions. 

Measure:  number  of  decisions  reversed 
or  remanded  on  appeal  to  Federal  court 
as  a  percentage  of  all  Board  decisions 
issued. 

FY04:  2% 
FY03:  2% 
FY02:  2% 
FYOl:  2% 
FYOO:  2% 
FY99:  2% 

FY02:  2% 
FYOl:  2% 
FYOO:  2% 
FY99:  2% 

Goal  3:  Increase  Civil  Remedies  case 
processing  rates  for  Inspector  General 
cases. 

Measure:  percentage  of  decisions 
issued  within  60  days  of  the  close  of 
the  record. 

FY04:  80% 
FY03:  80% 
FY02:  80% 
FYOl:  (new goal) 

FY:02:  83% 

FYOl:  78% (baseline) 

Goal  4:  Reduce  average  net  case  age 
for  Civil  Remedies  Division  decisions. 

Measure:  average  net  days  for  cases 
from  receipt  to  decision  in  target  year 
compared  to  FY99. 

Goal  4  (beginning  FY04) 
Constrain  growth  in  number  of  aged 
Civil  Remedies  Division  cases. 

FY04:  (see  new  goal) 
FY03:  15% 
FY02:  15% 

FYOl'  15% 

FYOO:  10%  reduction 

FY99:  N/A 

FY02:421  days  (21% 
increase) 

FYfll  •  4Q4  Have 

increase)* 

FYOO:  406  days  (18% 
increase) 
FY99:  332  days 
(baseline) 

Measure:  number  of  cases  open  at  end 
of  Fiscal  Year  that  were  opened  in 
previous  Fiscal  Years. 

FY02:  334  cases 
(baseline) 

FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  235 


336 


DM  GPRA  Performance  Plans 


Performance  Goals 


FY  Targets 


Actual  Performance 


Reference* 


Goal  5:  Increase  use  of  ADR  (i.e., 
mediation)  in  Board-appealed  cases,  so 
as  to  increase  efficiency  and  decrease 
contentiousness  in  case  resolution. 

Measure:  number  of  cases  mediated  in 
FY  2003  compared  with  number  of 
cases  mediated  in  FY  2002. 


FY04:  5%  increase  over 
FY  2003 

FY03:  10%  increase  over 
FY  2002 

FY02:  10%  increase  over 
FY  2001 

FY01:  10%  increase  over 
FY  2000 

FY00:  25%  increase  over 
FY99 

FY99:  25%  increase 


Outcome 


FY02:  36  (06%) 
FY0I:  34  (14%  increase) 
FY00:  29  for  a  26% 
increase. 

FY99:  62  (23  used  for 
measurement  purposes 
for  a  28  %  increase) 
FY98:  18  cases  (baseline) 


Goal  6:  MZaintain  ADR  training 
opportunities  to  increase  awareness  of 
alternative  methods  for  handling 
conflict  and  to  build  conflict  resolution 
skills.  * 


Measure  1: 
offered. 


number  of  sessions 


Measure  2:  number  of  HHS  staff 
trained.  (Measure  will  be  dropped  in 
FY04). 


FY04:  12 
FY03:  12 
FY02:  12 
FY0I:  12 
FY0O:  9  sessions 
FY99:  6  sessions 


FY04:  N/A 
FY03:  400 
FY02:  400 
FY0 1:400 
FY00:  400 
FY99:  200 


FY02:  18 

FY01:  14 

FY0O:  15 

FY99:  12 


FY02:  242 
FY0 1:409 
FY00:  435 
FY99: 400 
FY98:  150  (baseline) 


Goal  7:  Encourage  use  of  ADR 

throughout  HHS. 

Measure  1 :  number  of  meetings  and/or 

FY04 

15 

presentations  with  management  and 

FY03 

15 

others,  including  Federal  interagency 

FY02 

15 

efforts,  to  foster  application  of  ADR 

FY01 

15 

techniques. 

FY00 

15 

FY99 

N/A 

Measure  2:  number  of  HHS  cases 

FY04 

38 

mediated  through  Sharing  Neutrals. 

FY03 

36 

FY02 

34 

FY01 

30 

FY02:  19 
FY01:  18 
FY00:  15 

FY99:  12  (baseline) 


FY02:  30 
FY01:  30 

FY00:  28  (baseline) 
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Performance  Goals 

FY  Targets 

Actual  Performance 

Reference* 

Goal  8:  Constrain  growth  in  average 
time  to  complete  action  on  Medicare 
Appeals  cases.  (See  rationale  below) 

Measure:  average  time  to  complete 

FY04:  16  months 

action  on  Part  B  Requests  for  Review 
measured  from  receipt  of  case  folder 
(FY  2001  and  2002). 

FY03:  18  months 
FY02:  3  6  months 
FYOl:  21  months 

FY02:  15 
FYOl:  19  months 
FYOO:  15  months 
FY99:  20  months 
(baseline) 

Goal  9:  Increase  number  of 
dispositions  of  Medicare  Appeals 
cases.  (See  rationale  below). 

Measure:  Number  of  dispositions. 

FY04:  11,200 
FY03:  10,800 
FY02:  5,250  cases 
FYOl:  5,000  cases 

FY02:  12,336 
FYOl:  7,955 
FYOO:  4,435  (baseline) 

Goal  10:  Increase  Medicare  Operations 
staff  effectiveness  through  training. 

Measure:  percentage  of  staff  trained. 

FY04:  N/A 
FY03:  100% 
FY02:  100% 
FYOl:  100% 
FYOO:  100% 
FY99:  N/A 

FY02:  100% 
FYOl:  100% 
FYOO:  100% 
FY99:  80%  (baseline) 

Goal  1 :  Maintain  Appellate  Division  case  processing  rates 

Measure:  Percentage  of  decisions  with  a  net  case  age  of  six  months  or  less.  Included  in  the 
count  are  cases  where  the  Board  declined  review  of  an  ALJ  decision  as  well  as  decisions  written 
by  the  Board. 


Establishing  Performance  Targets:  The  Appellate  Division  reviews  1)  determinations  appealed 
directly  to  the  Board  in  a  wide  range  of  cases,  including  disallowances  under  discretionary  and 
mandatory  grant  programs,  disapprovals  of  cost  allocation  plans,  unilateral  determinations  of 
indirect  cost  rates,  terminations  of  Head  Start  and  other  discretionary  grants,  sanctions  in 
research  misconduct  cases,  and  determinations  of  ineligibility  for  ANA  grants;  and  2)  appeals  by 
either  party  of  ALJ  decisions  in  cases  heard  by  the  Civil  Remedies  Division,  decisions  by  FDA 
AUs,  and  decisions  by  ALJs  in  the  Department  of  the  Interior  in  cases  involving  the  Indian 
Health  Service's  declination  of  proposed  Indian  Self-Determination  Act  contracts. 

This  goal  addresses  the  timeliness  of  case  review  and  decisions  issued.  The  target  for  FY04 
continues  at  70%.  The  Division  is  unlikely  to  increase  the  level  of  case  processing  rates 
experienced  in  the  last  three  years  due  to  projected  growth  in  the  caseload  and  the  departure  of 
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one  of  the  five  Board  members. 

Performance  Progress:  Performance  for  FY  2002  exceeded  the  performance  goal  of  70%  with 
86%  of  the  decisions  having  a  net  case  age  of  six  months  or  less. 

Goal  2:  Maintain  the  Appellate  Division's  reversal  and  remand  rate  on  decisions  appealed  to  the 
Board  Federal  courts  as  a  measure  of  quality  of  decisions. 

Measure:  Number  of  decisions  reversed  or  remanded  on  appeal  to  Federal  court,  as  a  percentage 
of  all  Board  decisions  issued  (1,848  decisions  by  the  end  of  FY  2002). 

Establishing  Performance  Targets;  This  goal  addresses  the  quality  of  Board  decisions. 
Historically,  2%  or  less  of  all  Board  decisions  have  been  reversed  or  remanded  on  appeal  to 
Federal  court.  A  performance  target  of  2%  continues  for  FY  2004. 

Performance  Progress:  The  performance  target  for  FY  2002  was  met. 

Goal  3  :  Increase  Civil  Remedies  Division  case  processing  rates  for  Inspector  General  (IG) 

cases. 

Measure:  Percentage  of  decisions  within  60  days  of  the  close  of  the  record. 

Establishing  Performance  Targets:  According  to  regulations,  decisions  on  IG  cases  are  to  be 
made  within  60  days  of  the  close  of  the  record.  In  actuality,  that  deadline  is  sometimes 
exceeded.  This  goal  focuses  on  tracking  and  increasing  the  percentage  of  cases  decided  within 
60  days.  The  target  for  FY  2002  is  80%  of  decisions  made  within  60  days  of  the  close  of  the 
record.  This  target  continues  for  FY  2003  and  FY  2004. 

Performance  Progress:  The  FY  2002  target  of  80%  was  exceeded  (83%). 

Goal  4:  Reduce  average  net  case  age  of  Civil  Remedies  Division  decisions. 

Measure:  Average  net  case  age  for  cases  to  move  from  receipt  to  decision. 

Establishing  Performance  Targets:  This  goal  addresses  timeliness.  The  target  for  FY  2000,  the 
first  year  for  this  goal,  was  a  10%  reduction  in  the  average  net  case  age  for  cases  requiring  a 
written  decision.  A  target  of  15%  was  set  for  FY  2003. 

Performance  Progress:  The  Civil  Remedies  Division  did  not  meet  its  goal  of  reducing  the 
average  net  case  age,  as  currently  defined,  by  15%  in  FY  2001  and  FY  2002  primarily  due  to 
staffing  turnover.  The  Division  lost  senior  staff,  including  three  experienced  AUs,  who  were 
not  fully  replaced  until  the  close  of  FY  2001.  Because  of  the  complex  nature  of  the  cases,  most 
of  FY  2002  was  required  for  the  new  judges  to  reach  ongoing  productivity.  Additionally,  CRD 
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concentrated  on  closing  older  cases  which  correspondingly  increased  the  average  case  age  due  to 
the  longer  processing  times.  Finally,  data  from  our  current  database  system  cannot  compute  an 
actual  net  case  age  as  the  goal  requires.  The  totals  from  FY01  (559)  and  FY02  (627)  should  be 
revised  to  read  494  (33%)  and  421  (21%)  days  respectively  (gross  case  age)  since  the  previous 
calculations  were  incorrect. 

Because  of  the  difficulties  in  calculating  the  net  case  age  and  accounting  for  other  factors 
affecting  this  computation,  we  are  replacing  Goal  4  for  FY  2004  to  reflect  an  emphasis  on 
processing  cases  so  as  to  constrain  aging  caseload  numbers. 

Goal  4  (new  for  FY  2004):  Constrain  growth  in  number  of  aged  Civil  Remedies  Division  cases. 

Measure:  number  of  cases  open  at  end  of  Fiscal  Year  that  were  opened  in  previous  Fiscal  Years. 

Establishing  Performance  Targets:  FY  2002  serves  as  the  baseline  with  334  cases  open  at  the 
close  of  FY  2002  that  were  opened  in  prior  Fiscal  Years. 

Goal  5:  Increase  the  use  of  Alternative  Dispute  Resolution  (ADR)  in  Board  cases  to  increase 
efficiency  and  reduce  contention  in  case  resolution. 

Measure:  number  of  cases  mediated  in  a  fiscal  year  compared  to  previous  fiscal  year  expressed 
in  percentages. 

Establishing  Performance  Targets:  This  outcome  goal  is  directed  at  expanding  the  use  of  ADR 
(i.e.,  mediation)  in  cases  appealed  to  the  DAB.  Mediation,  when  successful,  can  resolve  appeals 
faster  and  less  expensively  than  the  formal  appeal  process.  Greater  use  of  mediation  also  has  the 
potential  for  reducing  case  backlogs. 

In  FY  1999,  63  cases  were  mediated;  however,  40  of  these  cases  represent  a  one-time  appeal  of  a 
block  of  cases  involving  a  unique  cost  allocation  issue.  For  performance  measurement  purposes 
over  time,  DAB  factored  out  this  block,  leaving  a  total  of  23  cases  mediated.  A  target  of  a  10% 
increase  was  established  for  FY  2002  and  FY  2003.  The  FY  2004  is  a  5%  increase  over  FY 
2003. 

Performance  Progress:  Thirty  cases  were  mediated  in  FY  2001,  for  a  14%  increase  over 
FY  2000,  thus  exceeding  the  goal.  In  FY  2002  the  increase  was  6%,  less  than  the  target.  The 
total  number  of  cases  increased,  however.  The  slower  than  expected  rate  of  increase  is  partially 
the  result  of  a  leveling  off  of  the  rate  of  increase  in  the  number  of  new  cases  in  the  Appellate  and 
Civil  Remedies  Division,  the  pool  of  cases  available  for  mediation.  We  expect  to  offset  this 
decrease  with  more  ADR  activity  in  MOD  and  CRD  cases  in  FY  2003. 

Goal  6:  Maintain  ADR  training  opportunities  to  increase  awareness  of  alternative  methods  of 
handling  conflict  and  to  build  conflict  resolution  skills.  * 
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This  goal  has  been  revised.  It  now  reads  "Maintain  ADR  training  opportunities..."  instead  of 
"Expand  ADR  training  opportunities...."  The  rationale  for  this  change  is  explained  below.  The 
performance  measures  remain  the  same. 

Measure  1 :  Number  of  training  sessions  offered. 

Measure  2:  Number  of  HHS  staff  trained. 

Establishing  Performance  Targets:  Increased  use  of  ADR  is  the  result  of  several  factors: 
increasing  the  awareness  of  alternatives  to  the  typical  ways  of  dealing  with  conflict; 
understanding  ADR  processes  and  their  potential  use;  and  expanding  the  availability  of  trained 
neutrals.  Identified  measures  address  both  the  availability  of  training  and  the  number  of  staff 
trained. 

The  target  for  Measure  1,  number  of  sessions  conducted,  was  12  for  FY  2002  and  FY  2003.  The 
same  target  of  12  session  continues  for  FY  2004.  The  Measure  2  target  for  FY  2002  and 
FY  2003  is  400  staff  trained.  The  target  is  shifted  downward  to  250  for  FY  2004.  This  reflects 
the  trend  of  fewer  people  attending  ADR  classes  as  the  population  of  HHS  employees  that  has 
not  yet  been  trained  grows  smaller.  This  measure  will  be  dropped  for  FY  2004. 

Performance  Progress: 

Measure  1 :  14  sessions  were  held  in  FY  2001,  exceeding  the  target  of  12.  During  FY  2002,  18 
sessions  were  held. 

Measure  2:  409  staff  were  trained  in  FY  2001,  exceeding  the  target  of 400.  In  FY  2002,  the 
number  of  staff  receiving  training  dropped  to  242.  This  reflects  a  shift  to  smaller  training 
sessions  targeted  to  specific  groups. 

Goal  7:  Encourage  the  use  of  ADR  throughout  HHS. 

Measure  1 :  Number  of  meetings  and/or  presentations  with  management  and  others,  including 
Federal  interagency  efforts,  to  foster  the  application  of  ADR  techniques. 

Measure  2:  Number  of  HHS  cases  mediated  through  Sharing  Neutrals. 

Establishing  Performance  Targets:  This  goal  supports  the  functions  of  the  Department's  Dispute 
Resolution  Specialist;  the  Chair  of  DAB  is  designated  as  such  by  the  Secretary. 

Measure  1:  Performance  target  FY  2002  and  FY  2003  is  15  sessions;  this  target  continues  for 
FY  2004. 

Measure  2:  This  measure,  new  in  FY  2001,  reflects  the  increasing  demand  for  low-cost,  qualified 
mediators  and  the  role  of  Sharing  Neutrals  in  meeting  this  demand.  Sharing  Neutrals  is 
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administered  by  the  ADR  division.  FY  2000  serves  as  the  baseline;  in  that  year,  28  disputes  (in 
five  OPDIVs  and  OS)  were  mediated  through  Sharing  Neutrals.  The  target  for  FY  2002  was  34 
cases,  increasing  to  36  cases  mediated  for  FY  2003.  A  target  of  38  cases  is  established  for  FY 
2004  for  an  increase  of  10  cases  over  the  baseline. 

Performance  Progress: 

Measure  1 :  The  FY  2001  target  was  exceeded,  in  large  part  because  of  the  ADR  Division's 
leadership  role  in  initiatives  sponsored  by  DOJ  and  ABA  to  clarify  confidentiality  protections 
under  the  ADR  Act  and  best  practices  in  the  Federal  sector's  ADR  proceedings.  The  target  was 
again  exceeded  in  FY  2002. 

Measure  2:  The  FY  2001  target  was  met.  In  FY  2002,  the  number  of  HHS  cases  mediated 
through  Sharing  Neutrals  remained  at  30  although  the  overall  number  of  Sharing  Neutrals  cases 
increased. 

Goal  8:  Constrain  growth  in  the  average  time  to  complete  action  on  Medicare  Appeals  before 
the  Medicare  Appeals  Council. 

Measure:  Average  time  to  complete  action  on  Part  B  Request  for  Review  measured  from  receipt 
of  case  folder.  This  revises  the  previous  measure  to  focus  on  the  most  numerous  subset  of  cases. 

Establishing  Performance  Targets:  the  target  for  FY  2004  has  been  revised  downward,  from  24 
months  to  16  months,  to  reflect  new  information.  The  target  assumes  delay  of  the 
implementation  of  the  Benefits  Improvement  and  Protection  Act  (BIPA),  which  was  effective 
October  1,  2002  for  Medicare  appeals.  Case  disposition  time  will  increase  if  MOD  does  not  have 
sufficient  resources  to  close  cases  on  a  current  basis  and  if  BIPA  changes  cause  case  receipts  to 
increase  over  current  levels.  MOD  is  disposing  of  increasing  numbers  of  cases,  however,  due  to 
increased  processing  efficiencies  and  strategic  planning  initiatives  related  to  its  organizational 
redesign  project.  Performance  measurement  for  FY  2003  will  use  the  same  criteria. 

Performance  Progress:  MOD  used  gross  case  processing  times  as  the  measure  for  past  fiscal 
years.  However,  it  is  more  meaningful  to  look  at  case  disposition  time  for  cases  that  have  a 
workable  record  for  the  most  numerous  subset  of  MOD  cases,  Part  B  Requests  for  Review. 
Therefore,  for  a  more  meaningful  comparison,  we  have  revised  the  measure  and  actual 
performance  data  for  FYs  2001  and  2002  to  reflect  the  time  for  disposition  of  Part  B  cases  from 
receipt  of  the  case  file  (i.e.,  from  when  the  case  was  ready  to  work). 

Goal  9:  Increase  Number  of  Dispositions. 

Measure:  Number  of  dispositions 

Establishing  Performance  Targets:  The  target  goal  was  revised  to  increase  the  number  of 
dispositions  for  FY  2001  (5,000  dispositions)  and  FY  2002  (5,250).  By  increasing  the  number  of 
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dispositions,  the  growth  in  the  average  case  age  may  also  be  constrained  for  future  years.  We 
evaluated  MOD  case  processing  and  are  now  implementing  recommendations  for  improvements. 
As  a  result  of  the  redesign  efforts  and  some  increase  in  staffing,  DAB  projected  an  increase  to 
5,250  dispositions  in  FY  2002  .  The  FY  2003  target  of  10,800  dispositions  reflected  staff 
increases  that  did  not  occur  due  to  budget  constraints.  Despite  not  receiving  all  resources 
expected,  we  are  leaving  the  target  goal  for  FY  2004  at  1 1,200.  Due  to  MOD  case  processing 
improvements,  we  expect  to  reach  the  2004  goal. 

Performance  Progress:  The  actual  number  of  dispositions  in  FY  2001  (7,955)  and  FY  2002 
(12,336)  exceeded  projections  for  these  years.  This  was  due  to  continued  implementation  of 
MOD's  reinvented  case  processing  procedures  and  improved  efficiencies.  There  were  also 
remands,  withdrawals,  and  court  settlements  that  resulted  in  a  large  number  of  case  closures. 

Goal  10:  Increase  the  effectiveness  of  MOD  staff  through  training.  (To  be  dropped  in  FY  2004) 

Measure:  Percentage  of  staff  trained  in  at  least  two  substantive  areas.  This  is  a  revised  measure, 
using  percentages  rather  than  numbers.  Since  the  number  of  staff  has  fluctuated,  DAB  believes 
percentages  will  be  a  more  effective  measure. 

Establishing  Performance  Targets:  This  target  is  100%  for  FY  2002  and  FY  2003.  We  propose 
to  drop  this  goal  for  FY  2004. 

Performance  Progress:  100%  of  staff  received  training  in  FY  2001 .  The  goal  of  100%  was  met 
in  FY  2002.  Since  training  is  ongoing,  the  goal  is  no  longer  needed. 

Data  Verification  and  Validity 

Case  data  are  entered  in  controlled-access  databases,  with  case-specific  identification.  Other 
program  data  (e.g.,  number  of  training  sessions,  number  of  cases  reversed  or  remanded)  are  also 
recorded  and  tracked.  Data  used  in  performance  measures  are  validated  by  generating  periodic 
reports.  At  the  end  of  the  fiscal  year,  the  report  totals  will  be  cross-checked  with  annual  totals 
for  each  measure. 
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OFFICE  OF  THE  GENERAL  COUNSEL 
UPDATE  ON  DEVELOPING  GPRA  PERFORMANCE  MEASURES 

The  General  Counsel's  personal  performance  contract  includes  the  following  intermediate 
outcome  goals: 

Effectively  manage  legal  challenges  to  HHS; 

Improve  OPDF7  and  STAFFDPV  confidence  in  OGC;  and 

•  Provide  timely  advice  and  counsel. 

To  achieve  these  goals,  OGC  needs  to  establish  a  new  infrastructure.  Accordingly,  OGC  will 
establish  a  legal  resource  management  unit  which  will  include  performance-based  budgeting  and 
legal  resource  and  knowledge  management  principles  and  practices.  OGC  is  moving  toward  a 
performance-based  budget  and  knowledge  management  concept  to: 

•  improve  its  understanding  of  what  it  does  and  how  it  does  it; 

•  provide  incentives  for  OGC  offices  to  allocate  resources  and  execute  budgets  with  a 
focus  on  effectiveness  (i.e.,  on  performance,  not  process); 

•  align  authority  and  resources  with  accountability  for  particular  results;  and 

•  improve  results  achieved  by  the  Department,  and  make  this  transparent  to  the  general 
public. 

A  first  step  must  be  the  establishment  of  a  centralized  tracking  system.  Currently,  OGC  is  able 
to  track  little  more  than  half  its  workload  (all  regional,  but  only  limited  headquarters 
information).  Therefore,  OGC  will  need  to  use  emerging  technologies  to  implement  decision 
management  tools  which  will  more  effectively  track  workload,  time  and  the  general  distribution 
of  resources  across  OGC.  This  will  enable  OGC  to  bring  legal  research  tools  to  its  employees 
via  the  internet,  and  to  measure  the  OGC  workload  more  accurately.  In  addition,  OGC  will  be 
able  to  review  emerging  workloads  and  deploy  the  work  to  practice  groups,  which  will  allow 
OGC  the  flexibility  of  determining  workload  vulnerabilities  across  OGC. 
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OFFICE  OF  PUBLIC  HEALTH  AND  SCIENCE 
FY  2004  PERFORMANCE  PLAN 

Executive  Summary 
Agency  Mission 

The  Office  of  Public  Health  and  Science  (OPHS)  provides  leadership  on  public  health  issues  for 
women  and  minorities,  the  integrity  of  biomedical  research,  public  health  preparedness  and 
emergency  response,  national  health  goals  and  objectives,  use  of  the  Internet  and  information 
technology  for  health,  and  White  House  and  special  Secretarial  initiatives  involving  prevention 
programs  and  science.  It  is  unique  in  the  Department  for  its  coordination  of  vital  internal  and 
public-private  initiatives  which  either  exceed  the  purview  of  individual  HHS  agencies  or  require 
a  careful  balancing  of  participants'  roles  and  responsibilities.  In  sum,  OPHS  strengthens  the 
Department's  public  health  and  science  efforts  and  is  noted  for  national  leadership  and  highly 
targeted  programs  and  services. 

OPHS  is  led  by  the  Assistant  Secretary  for  Health  (ASH), who  oversees  eleven  program  offices 
that  conduct  a  variety  of  nationally  recognized  activities,  including  health  communication  for 
targeted  audiences  and  the  general  public.  OPHS  activities  also  support  and  facilitate  the  work  of 
many  of  the  Department's  Operating  Divisions.  OPHS  consists  of  the  Immediate  Office  of  the 
ASH,  the  Office  of  the  Surgeon  General  (OSG),  the  Office  of  HIV/ AIDS  Policy  (OHAP),  the 
Office  of  Population  Affairs  (OP  A),  the  Office  of  Disease  Prevention  and  Health  Promotion 
(ODPHP),  the  President's  Council  on  Physical  Fitness  and  Sports  (PCPFS),  the  Office  of 
Minority  Health  (OMH),  the  Office  on  Women's  Health  (OWH),  the  Office  for  Human  Research 
Protections  (OHRP),  the  Office  of  Research  Integrity  (ORI),  the  Office  of  Military  Liaison  and 
Veterans  Affairs  (OMLVA),  and  the  National  Vaccine  Program  Office  (NVPO).  The  ASH  also 
guides  and  provides  technical  assistance  to  the  ten  Regional  Health  Administrators.  The  Office 
of  Emergency  Preparedness  and  the  Office  of  Global  Health  Affairs  reported  to  the  ASH  until 
mid-2002. 

Overview  of  plan  and  performance  report 

New  Plan.  The  FY  2004  GPRA  plan  takes  a  more  focused  look  at  the  core  contributions  of 
OPHS  to  the  nation  and  the  Department  in  the  areas  of  prevention,  health  disparities,  and  public 
health  infrastructure.  In  these  areas,  drawn  from  the  HHS  strategic  plan,  improvements  can  only 
be  achieved  over  time  and  through  the  contnbutions  of  many  organizations  inside  and  outside 
HHS.  They  require  mobilizing  not  only  government  and  the  private  sector,  but  communities  and 
individuals.  OPHS  plays  an  invaluable  role  by  strengthening  the  science  base,  shaping  national 
policy,  promoting  effective  partnerships,  communicating  strategically,  and  leading  or 
coordinating  key  initiatives.  The  FY  2004  Plan  sets  ambitious  goals  and  challenges  OPHS  to 
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demonstrate  the  impact  of  activities  that  enable  long-term  progress  to  be  achieved. 

The  OPHS  FY  2004  plan  carries  over  many  of  the  themes  of  the  existing  plan,  for  which 
reporting  will  continue  until  the  data  are  complete.  (Since  the  large  majority  of  our  current 
GPRA  measures  are  Healthy  People  objectives,  progress  will  continue  to  be  reported  through 
Healthy  People  2010  mechanisms  over  the  decade.)  However,  the  new  plan  focuses  on  FY  2004 
Presidential  and  Secretarial  priorities  and  includes  new  measures  for  OPHS  outcomes.  The 
relationship  of  the  new  plan  to  the  current  plan  is  described  generally  in  Part  I:  Overview  of 
Performance  Measurement;  the  details  of  the  new  plan,  including  the  specific  measures  with 
baselines  and  targets,  are  presented  in  the  first  section  of  Part  II:  Goal  by  Goal  Performance 
Measurement;  reporting  on  current  measures  is  presented  in  the  second  section  (Program 
Performance  Analysis)  of  Part  II. 


Note:  Activities  of  the  Office  of  Emergency  Preparedness  and  the  Office  of  Global  Health  Affairs  are 
included  in  discussions  of  the  current  plan;  however,  since  they  are  no  longer  part  of  OPHS,  they  are  not 
included  in  the  FY  2004  plan,  and  reporting  on  their  activities  will  not  continue  beyond  FY  2002. 


Selected  HHS  Strategic 
Priorities  and  Objectives 

:           OPHS  Priority 

Contributing  OPHS  Offices 

Preventing  Disease  and  Illness 

Strengthening  Prevention 

National  Vaccine  Program  Office, 
Office  of  Disease  Prevention  and 
Health  Promotion,  Office  of 
HIV/AIDS  Policy,  Office  of 
Minority  Health,  Office  of 
Population  Affairs,  Office  of  the 
Surgeon  General,  Office  on 
Women 's  Health,  President 's 
Council  on  Physical  Fitness  and 
Sports 

Closing  the  Gaps  in  Health  Care 

Closing  Health  Gaps 

Office  of  Minority  Health,  Office  on 
Women 's  Health,  Office  of  Disease 
Prevention  and  Health  Promotion, 

Office  of  HIV/AIDS  Policy,  Office 
of  Population  Affairs,  Office  of  the 
Surgeon  General 
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Improving  Health  Science; 
Protecting  our  Homeland; 
Realizing  the  Possibilities  of  21s 
Century  Health  Care 


Strengthening  the  Public  Health 
Infrastructure,  including  the 
national  health  information 
infrastructure,  the  research 
enterprise,  and  data  collection 


National  Vaccine  Program  Office, 
Office  for  Human  Research 
Protection,  Office  of  HIV/AIDS 
Policy,  Office  of  Research 
Integrity,  Office  of  the  Surgeon 
General,  Office  of  Military  Liaison 
and  Veterans  Affairs,  Office  of 
Disease  Prevention  and  Health 
Promotion,  Office  of  Minority 
Health,  Office  on  Women 's  Health 


OPHS  Program  Performance 
Success  Stories 

Office  on  Human  Research  Protections  (OHRP)  (Priority  1-d.  Strengthen  the  health  sciences 
research  enterprise)  Our  best  performing  program  is  the  Division  of  Compliance  Oversight's 
(DCO)  case  review  activities.  The  DCO  has  drastically  reduced  the  number  of  open  compliance 
cases  and  reversed  the  trend  of  cases  pending  review.  While  at  NIH,  the  number  of  cases 
pending  review  increased  year  after  year.  The  reduction  is  a  direct  result  of  increasing  OHRP's 
resources  after  the  June  2000  reorganization  from  NIH  to  OPHS. 

Office  of  Minority  Health  (OMH)  (Priority  3:  Eliminate  racial  and  ethnic  disparities  in  health 
status  and  health  care  access  and  quality)  The  HHS  Partnership  with  ABC  Radio  Networks  & 
ABC  Radio's  Urban  Advantage  Network  informs  minority  communities  on  ways  to  achieve 
better  health  and  close  the  health  gaps  between  them  and  the  rest  of  the  US  population.  It  seeks 
to  inform  and  educate  African  Americans  about  the  health  gap  and  empower  individuals  to  adopt 
healthier  lifestyles  through  a  health  information  and  education  campaign  entitled  "Closing  the 
Health  Gap:  Reducing  Health  Disparities  Affecting  African  Americans."  In  FY  2002,  in 
collaboration  with  OASPA,  this  new  partnership  was  expanded  and  strengthened. 

The  President's  Council  on  Physical  Fitness  and  Sports  (PCPFS)  (Priority  1-b.  Promote  healthy 
lifestyles  and  behaviors.)  The  PCPFS  President's  Challenge  Physical  Activity  and  Fitness 
Awards  Program  is  a  long-standing  school-aged  program  that  continues  to  grow  annually.  Now 
with  five  presidential  awards,  the  President's  Challenge  encompasses  three  main  program  areas: 
physical  fitness,  health  fitness,  and  active  lifestyle.  By  incorporating  physical  activity,  we  are 
giving  all  students  an  opportunity  to  achieve  presidential  recognition  for  adopting  and 
maintaining  a  fit,  active,  and  healthy  lifestyle. 

Office  of  Population  Affairs  (OPA)  (Priority  3:  Eliminate  racial  and  ethnic  disparities  in  health 
status  and  health  care  access  and  quality.)  In  partnership  with  the  National  Minority  AIDS  Fund, 
the  family  planning  program  awarded  $5  million  in  funds  to  existing  family  planning  clinics 
directed  at  expanding  existing  or  implementing  new  efforts  to  provide  HIV  prevention, 
counseling,  testing,  and  referral  services  on-site.  Thirty-four  supplemental  grant  awards  were 
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made  to  family  planing  providers  in  communities  where  racial  and/or  ethnic  minorities  are 
disproportionately  impacted  by  HIV/ AIDS.  The  projects  are  aimed  at  preventing  HIV  infection 
and  providing  access  to  early  treatment  for  those  who  are  identified  as  HIV  positive. 

Office  on  Women's  Health  (OWH)  (Priority  1-b.  Promote  healthy  lifestyles  and  behaviors.) 
The  National  Women 's  Health  Information  Center  (NWHIC)  is  the  best  performing  OWH 
Program.  The  NWHIC  provides  health  information  and  referrals  to  consumers  of  health  care 
services,  health  professionals,  educators,  and  students.  NWHIC,  launched  in  the  fall  of  1998, 
offers  a  single  point-of-entry  to  over  4,000  publications  and  2,000  organizations  on  more  than 
800  health  topics;  eight  specialty  sections,  including  women  with  disabilities,  healthy  pregnancy, 
violence  against  women,  breastfeeding,  young  women's  health,  smoking  cessation  information, 
healthy  body  image,  and  minority  women's  health,  including  a  Spanish-language  section. 

Office  of  Disease  Prevention  and  Health  Promotion  (ODPHP)  (Priority  1-b.  Promote  healthy 
lifestyles  and  behaviors.)  healthfinder®,  the  official  cross-agency  Federal  health  portal  site 
developed  by  HHS,  together  with  other  Federal  agencies,  launched  a  new  Spanish-language 
version  of  the  site  and  one  especially  for  children  ages  8-12.  In  2002,  new  resources  for 
American  Indians  and  Alaska  Natives  were  developed.  In  2002,  visits  to  the  healthfinder®  site 
increased  20%.  As  for  its  goal  of  improving  access  to  Federal  health  information  specifically, 
healthfmder.gov  now  directs  users  to  other  Federal  health  web  sites  an  average  of  200,000  times 
each  month. 

Lessons  Learned 

PCPFS  (Priority  1-b.  Promote  healthy  lifestyles  and  behaviors.) 

The  Presidential  Sports  Award  program  which  recognizes  regular  physical  activity  in  any  one  of 
over  65  activities  is  being  revised  to  encourage  greater  interest  and  participation.  Although  very 
sound  in  practice,  the  program  has  not  reached  its  maximum  potential  because  one  commits  to 
doing  the  activity  at  least  three  times  a  week  which  will  result  in  a  total  commitment  of  four 
months.  While  the  program  is  user  friendly  and  easy  to  understand,  there  is  still  a  high  drop  out 
rate.  Enhanced  motivational  tips  and  marketing  of  the  program  to  diverse  audiences  should 
improve  participation. 

OWH  (Priority  2-L  Increase  awareness  of  and  attention  to  global  health  concerns  and  their 
effects  on  domestic  issues.)  The  least  performing  OWH  program  is  the  OWH  International 
Women 's  Health  Initiative.  This  initiative  has  not  been  successful  for  several  reasons:  in 
particular,  priorities  and  leadership  changes  in  the  international  women's  health  arena,  both 
domestically  and  internationally,  have  contributed  to  this  program's  inactivity.  OWH  maintains 
some  contact  with  the  Women's  Healthcare  Group  of  the  US-Mexico  Binational  Commission, 
although  this  activity  also  has  been  minimal  since  2000. 
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Program  Performance  Measurement  Summary  Table 


Measures 
in  Plan 

Results 
Reported 

Results  Met 

Unreported 

FY  2000 

40 

29 

13 

11 

FY  2001 

43 

19 

12 

24 

FY  2002 

43 

11 

6 

32 

FY  2003 

43 

NA 

NA 

NA 

FY  2004  (new 
plan) 

15 

NA 

NA 

NA 

QPHS  GPRA  Contact:  Mary  Jo  Deering,  Ph.D.,  Deputy  Director  for  Health  and  Management, 
Office  of  Disease  Prevention  and  Health  Promotion,  738-G  Humphrey  Building,  202-260-2652, 
mdeering@osophs.HHS.gov. 


Part  I:  Overview  of  Performance  Measurement 

Strengthening  prevention,  closing  the  health  gap,  and  strengthening  the  public  health  and 
research  infrastructures  are  complex  national  challenges.  They  reach  beyond  the  control  and 
responsibility  not  only  of  OPHS  but  of  the  Department  and  even  the  Federal  government  itself. 
Achievement  is  dependent  on  various  health  programs  and  providers,  all  levels  of  government, 
and  the  efforts  of  the  private  sector  as  well  as  individual  contributions.  External  factors  that 
affect  outcomes  include  legislative  and  court  decisions,  education  and  social  services,  the 
availability  of  resources,  and  shifts  in  the  economy  and  demographics.  OPHS'  contributions  are 
in  some  instances  the  vital  first  step  without  which  the  success  of  other  inputs  would  be 
diminished  or  in  jeopardy;  in  other  instances  OPHS  provides  the  leadership  and  "glue"  that 
makes  the  difference  in  collective  efforts. 

OPHS  selected  similar  performance  measures  across  the  three  priorities  that  stimulate  our  eleven 
offices  and  the  Regional  Health  Administrators  to  improve  work  which  is  at  the  core  of  our 
missions.  The  measures  fall  into  five  broad  areas. 

Shaping  Policy  at  the  Local.  State.  National,  and  International  Level 

•        OPHS  influences  policies,  programs,  and  practices  at  the  through  review,  analysis, 
and  advice  on  existing  policy-related  efforts  as  well  as  development,  coordination,  and 
implementation  of  new  initiatives  and  activities.  Recent  hallmarks  of  OPHS's  activities 
in  this  area  are  the  The  Surgeon  General 's  Call  to  Action  to  Prevent  and  Decrease 
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Overweight  and  Obesity  and  a  variety  of  other  reports  which  translate  state-of-the-art 
science  into  documents  that  are  extensively  read  by  legislators,  the  media,  professionals 
and  the  public.  OPHS  provided  editorial  leadership  and  project  management  for 
Information  for  Health:  A  Strategy  for  Building  the  National  Health  Information 
Infrastructure,  a  report  to  the  Secretary  from  the  National  Committee  on  Vital  and  Health 
Statistics'  Workgroup  on  the  National  Health  Information  Infrastructure  (NHII),  which  is 
framing  Departmental  and  private  sector  activities  on  health  information  infrastructure. 

Communicating  Strategically 

•  OPHS  increases  awareness,  understanding,  and  action  on  the  major  public  health 
concerns  and  health  systems  through  strategic  communications  to  decision  makers, 
health  professionals,  and  those  serving  racial/ethnic  minority  communities  to  spur 
responsive  policy  and  programmatic  action.  OPHS  produces  key  reports,  background 
papers,  and  journal  articles.  Through  targeted  print  and  electronic  channels,  OPHS 
facilitates  the  sharing  of  information  from  the  field  on  best  practices  related  to  the  public 
health  improvement. 

•  OPHS  provides  leading  Internet  portals  which  ensure  that  the  general  public  and 
specific  populations  have  high  quality,  reliable  information  for  managing  health  and 
wellness.  Through  internationally-recognized  Web  sites,  such  as  4Woman.gov  and 
healthfinder.gov,  OPHS  offers  selected  resources  to  empower  people  to  make  sound 
decisions  for  themselves  and  their  loved  ones. 

•  OPHS  provides  leadership  in  improving  health  communication  and  eHealth  through 
the  Health  Communication  focus  area  of  Healthy  People  2010,  and  work  to  promote  the 
quality  of  health  Web  sites,  to  measure  and  promote  health  literacy,  and  to  promote 
balanced  development  of  the  national  health  information  infrastructure  (NHTI)  so  that  the 
NHII  serves  the  public  as  well  as  professionals  and  supports  prevention  as  well  as 
treatment  and  administration. 

Promoting  Effective  Partnerships 

•  OPHS  establishes  and  strengthens  effective  networks,  coalitions,  and  partnerships 
to  identify  public  health  concerns  and  to  stimulate  and  undertake  innovative 
projects  that  solve  them.  OPHS  reaches  out  to  professional  groups,  advocacy  groups, 
international  partners,  nongovernmental  organizations,  and  colleagues  in  Federal,  State, 
tribal  and  local  governments,  engaging  in  collaborative  work  to  assist  in  the  identification 
of  health  concerns  and  problems  and  development  of  creative  solutions. 

Building  a  Stronger  Science  Base 

•  OPHS  promotes  the  collection  of  health  data  and  the  strengthening  of  data 
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infrastructures  to  monitor  the  health  of  all  Americans,  especially  specific  populations 
for  whom  data  sources  have  been  weakest,  to  measure  the  effects  of  initiatives  and 
interventions  aimed  at  improving  health,  and  ultimately  to  provide  a  sound  basis  for 
decision-making. 

•  OPHS  fosters  service  demonstration  projects,  evaluations,  and  other  studies  of 
interventions  aimed  at  improving  health  and  the  health  care  system  to  strengthen  and 
expand  the  science  base  for  decision-making,  determine  best  practices,  identify  and 
overcome  barriers  to  health,  and  assess  program  and  intervention  effectiveness.  It  helps 
set  the  research  agenda  through  reports  such  as  Improving  Minority  Women 's  Health 
Research:  Minority  Women,  Gaps,  Issues,  and  Assessment  of  Ongoing  Research, 
Concerns  and  Recommendations. 

•  OPHS  strengthens  the  health  sciences  research  enterprise  by  protecting  the  integrity 
of  the  research  underlying  public  health  policy  and  clinical  treatments,  by  ensuring  that 
all  institutions  that  conduct  research  supported  by  the  Public  Health  Service  have  an 
understanding  and  commitment  to  research  integrity  and  an  administrative  process  for 
responding  to  allegations  of  scientific  misconduct,  by  conducting  oversight  review  of 
institutional  investigations  into  alleged  misconduct  in  science,  and  by  monitoring 
institutional  efforts  to  promote  the  responsible  conduct  of  research.  OPHS  helps  to  instill 
confidence  by  the  public  and  others  in  research  involving  human  subjects  by  working  to 
ensure  the  protection  of  human  research  participants  in  accordance  with  US  laws  and 
regulations. 

Leading  and  Coordinating  Key  Initiatives  Within  or  on  Behalf  of  the  Department 

OPHS  provides  the  coordination  needed  for  agencies  to  work  as  "One  HHS"  on  key 
Departmental  priorities.  Healthy  People  2010,  the  nation's  third  decade-long 
prevention  initiative,  harnesses  the  energies  of  all  of  HHS'  public  health  agencies  in 
pursuing  and  monitoring  progress  toward  national  goals  and  objectives.  The  development 
of  the  2010  national  health  goals  involved  Federal,  tribal,  State,  local  and  non- 
governmental organizations;  the  initiative  drives  health  policy  making  in  many  States, 
communities  and  businesses;  and  provides  the  basis  for  curricula  in  many  health 
professional  schools.  The  Assistant  Secretary  for  Health  chairs  Healthy  People  2010 
Progress  Reviews.  OPHS  led  the  development  of  the  HHS  Blueprint  for  Action  on 
Breastfeeding.  Other  significant  leadership  includes  the  Department-wide  effort  to 
develop  standards  for  Institutional  Review  Boards  Accreditation,  coordinated  pandemic 
influenza  planning,  the  HHS  interagency  Vaccine  Communications  Group,  HHS 
Initiative  to  Eliminate  Racial  and  Ethnic  Disparities  in  Health,  and  the  Departmental 
Minority  Initiatives  Coordinating  Committee.  In  FY  2003  OPHS  will  coordinate  the 
Secretary's  program  Steps  to  a  Healthier  US,  which  supports  the  President's  Healthier 
US  initiative.  Steps  will  also  focus  on  diabetes,  asthma,  and  obesity. 
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OPHS  coordinates  Federal  efforts  that  bridge  Departments,  such  as  development  of 
the  statutorily  mandated  Dietary  Guidelines  for  Americans,  which  provide  the  policy 
basis  for  all  Federal  nutrition  education  activities  and  are  published  jointly  with  US 
Department  of  Agriculture.  HHS  heads  this  effort  for  2005,  and  OPHS  provides  the  lead 
staff.  On  behalf  of  the  Secretary,  the  Assistant  Secretary  for  Health  chairs  the  Quality 
Interagency  Coordination  Task  Force,  which  addresses  healthcare  quality  improvement 
across  the  Federal  government.  OPHS  coordinates  President  Bush's  Healthier  US 
initiative  that  targets  major  risk  factors  such  as  physical  activity  and  poor  nutrition. 
Healthier  US  is  supported  by  the  Departments  of  Agriculture,  Defense,  Education, 
Housing  and  Urban  Development,  Labor,  Transportation,  and  Veterans  Affairs;  the 
Environmental  Protection  Agency;  and  the  General  Services  Administration 

OPHS  coordinates  nationwide  efforts  in  strategic  areas  ,  such  as  the  Minority  AIDS 
Initiative. 


Fiscal  Year  2004  OPHS  Report/  Plan  Roadmap 


OPHS  GOALS 

Strengthening  Prevention 

Closing  Health  Gaps 

Strengthening  the  Public 
Health  Infrastructure 

Crosscutting 
function  areas 

1.  Shape  Policy  at 
the  Local,  State, 
National  and 
International 
Levels 

Increase  the  number  of  local, 
State,  national  and 
international  health  policies 
that  incorporate  prevention 
elements  identified  by  OPHS 
as  effective. 

Measure  1 :  The  number  of 
communities,  State  and  locai 
agencies,  Federal  entities, 
NGOs  and  international 
organizations  that  adopt  (or 
incorporate  into  programs) 
policies  and  recommendations 
generated  or  promoted  by 
OPHS  through  reports, 
committees,  etc. 

Increase  the  number  of  local, 
State,  and  national  health 
policies  and  initiatives  that 
seek  to  reduce  health 
disparities.  Measure  1 :  The 
number  of  communities,  NGOs, 
State  and  local  agencies,  and 
Federal  entities,  that  adopt  (or 
incorporate  into  initiatives) 
policies  and  recommendations 
targeting  health  disparities  that 
are  generated  or  promoted  by 
OPHS  through  reports, 
committees,  etc. 

Increase  the  number  of  local, 
State,  and  national  health 
policies,  programs,  and 
services  that  strengthen  the 
public  health  and  national 
health  information 
infrastructures,  and  the 
number  of  policies  in  research 
institutions  that  improve  the 
research  enterprise.  Measure 
U  The  number  of  communities, 
NGOs,  State  and  locai  agencies, 
Federal  entities,  and  research 
organization  that  adopt  (or 
incorporate  into  programs) 
policies,  laws,  regulations  and 
recommendations  promoted  or 
overseen  by  OPHS. 
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OPHS  GOALS 
■4 

Strengthening  Prevention 

Closing  Health  Gaps 

Strengthening  the  Public 
Health  Infrastructure 

2.  Communicate 
Strategically 

Increase  the  reach  of  OPHS 
prevention  communications. 

Measure  1 :  The  number  of 
visitors  to  Websites,  inquiries  to 
clearinghouses;  Measure  2: 
number  of  regional/national 
workshops/conferences, 
community-based  events, 
consultations  with  professional 
and  institutional  associations; 
Measure  3:  new,  targeted 
educational 

materials/campaigns;  Measure 
4:  media  coverage  of  OPHS- 
supported  prevention  efforts 
(including  public  affairs  events) 

Increase  the  reach  of  OPHS 
communications  related  to 
health  disparities.  Measure  1 : 
The  number  of  visitors  to 
Websites,  inquiries  to 
clearinghouses;  Measure  2: 
number  of  regional/national 
workshops/conferences; 
community-based  events; 
Measure  2:  new,  targeted 
educational 

materials/campaigns;  Measure 
3:  media  coverage  of  OPHS- 
supported  disparities  efforts 
(including  public  affairs  events) 
and  estimated  number  of 
broadcast  media  outlets  airing 
Closing  the  Health  Gap 
messages. 

Increase  the  reach  of  OPHS 
communications  related  to 
strengthening  the  public 
health,  national  health 
information  and  research 
infrastructures.  Measure  1 : 
The  number  of  visitors  to 
Websites,  inquiries  to 
clearinghouses; 
Measure  2;  regional/  national 
workshops/  conferences, 
community-based  events, 
consultations  with  professional 
and  institutional  associations; 
Measure  3:  new,  targeted 
educational 
materials/campaigns 

3.  Promote 

Effective 

Partnerships 

Increase  the  number  of 

Increase  the  number  of 

Increase  the  number  of 

substantive  commitments  to 
prevention  on  the  part  of 
governmental  and  non- 
governmental organizations. 

Measure  1 :  Number  of  formal 
IAAs,  MOUs,  contracts, 
cooperative  agreements,  and 
community  implementation 
grants  with  governmental  and 
non-governmental  organizations 
that  lead  to  prevention-oriented 
changes  in  their  agendas/efforts. 

substantive  commitments  to 
eliminating  health  disparities 
on  the  part  of  governmental 
and  non-governmental 
organizations.  Measure  1 : 
Number  of  formal  IAAs, 
MOUs,  contracts,  cooperative 
agreements,  and  community 
implementation  grants  with 
governmental  and  non- 
governmental organizations  that 
lead  to  changes  in  their 
agendas/efforts  to  address 
health  disparities. 

substantive  commitments  to 
strengthening  the  public 
health,  national  health 
information,  and  research 
infrastructures  on  the  part  of 
governmental  and  non- 
governmental organizations. 
Measure  1 :  Number  of  formal 
IAAs,  MOUs,  contracts, 
cooperative  agreements,  and 
community  implementation 
grants  with  governmental  and 
non-governmental  organizations 
that  lead  to  changes  in  their 
agendas/efforts  related  to  the 
public  health,  national  health 
information,  or  research 
infrastructures. 
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OPHS  GOALS 
-* 

Strengthening  Prevention 

Closing  Health  Gaps 

Strengthening  the  Public 
Health  Infrastructure 

4.  Strengthen  the 
Science  Base 

Increase  knowledge  about 
disease  prevention  and  health 
promotion,  including  effective 
interventions  and  research 
needs.  Measure  1 :  Number  of 
peer-reviewed  texts  (articles, 
reports,  etc.)  published  by  govt, 
or  externally.  Measure  2: 
number  of  research 
demonstrations  or  evaluation 
studies  completed  and  findings 
disseminated; 
Measure  3:  the  number  of 
promising  practices  identified 
by  research  demonstrations, 
evaluation,  or  other  studies. 

increase  knowledge  about 
health  disparities,  including 
effective  interventions  and 
research  needs.  Measure  1 : 
Number  of  peer-reviewed  texts 
(articles,  reports,  etc.)  published 
by  govt,  or  externally;  Measure 
2:  number  of  research 
demonstrations  or  evaluation 
studies  completed  and  findings 
disseminated;  Measure  3:  the 
number  of  promising  practices 
identified  by  research 
demonstrations,  evaluation,  or 
other  studies. 

Increase  knowledge  about  the 
public  health,  national  health 
information,  and  research 
infrastructures,  including 
research  needs,  and  improve 
data  collection  needed  to 
support  public  health 
decisions.  Measure  1 :  Number 
of  peer-reviewed  texts  (articles, 
reports,  etc.)  published  by  govt, 
or  externally;  Measure  2: 
number  of  research 
demonstrations  or  evaluation 
studies  completed  and  findings 
disseminated;  Measure  3: 
number  of  public  health  data 
enhancements  (e.g.  filling 
developmental  objectives  or 
select  population  cells; 
development  of  State  and 
community  data)  attributable  to 
OPHS  leadership. 

5.  Lead  and 
Coordinate  Key 
Initiatives  Within 
and  on  Behalf  of 
the  Department 

Increase  the  impact  of 
selected  departmental, 
Federal  and  public-private 
collaborative  efforts  through 
effective  OPHS  leadership 
and  coordination.  Measure  1 : 
Number  of  prevention-oriented 
initiatives/entities  within  HHS, 
across  Federal  agencies,  and 
with  private  organizations  that 
are  convened,  chaired,  or 
staffed  bv  OPHS:  Measure  2: 
number  of  outcomes  from 
efforts  in  measure  one  above 
that  represent  unique 
contributions,  as  measured  by 
non-duplicative  programs, 
reports,  services,  events,  etc. 

Increase  the  impact  of 
selected  departmental, 
Federal  and  public-private 
collaborative  efforts  through 
effective  OPHS  leadership 
and  coordination.  Measure  1 : 
Number  of  disparities-oriented 
initiatives/  entities  within  HHS, 
across  Federal  agencies,  and 
with  private  organizations  that 
are  convened,  chaired,  or 
staffed  bv  OPHS;  Measure  2: 
number  of  outcomes  from 
efforts  in  measure  one  above 
that  represent  unique 
contributions,  as  measured  by 
non-duplicative  programs, 
reports,  services,  events,  etc. 

Increase  the  impact  of 
selected  departmental, 
Federal  and  public-private 
collaborative  efforts  related  to 
strengthening  the  public 
health,  national  health 
information,  and  research 
infrastructures  through 
effective  OPHS  leadership 
and  coordination. 
Measure  1 :  Number  of 
infrastructure-oriented 
initiatives/entities  within  HHS, 
across  Federal  agencies,  and 
with  private  organizations  that 
are  convened,  chaired,  or 
staffed  by  OPHS; 
Measure  2:  number  of  outcomes 
from  efforts  in  measure  one 
above  that  represent  unique 
contributions,  as  measured  by 
non-duplicative  programs, 
reports,  services,  events,  etc. 
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Part  II:  Goal-bv-Goal  Performance  Measurement 
Program  description  and  context 

Prevention,  closing  health  gaps,  and  strengthening  the  public  health  infrastructure  are  interwoven 
priorities  for  the  Nation,  not  just  for  OPHS.  They  require  long-term  strategies  and  collaborative, 
persistent  action.  Individuals  are  called  on  to  make  healthy  choices  for  themselves  and  their 
families.  Communities  and  businesses  are  challenged  to  support  health-promoting  policies  in 
schools,  worksites,  and  other  settings.  Research  into  not  only  the  causes  of  health  problems  but 
also  effective  interventions  must  be  completed  and  the  findings  widely  shared.  Health 
professionals  and  policy-makers  must  have  access  to  data  for  sound  decisions.  Effective 
networks  of  information,  communication,  and  services  must  underpin  all  approaches. 
OPHS's  essential  role  in  achieving  each  priority  is  to  provide  leadership,  assess  national  health 
trends  and  problems,  stimulate  serious  debate,  engender  creative  ideas,  and  give  critical  visibility 
to  health  problems,  needs,  and  solutions.  OPHS  seeks  to  ground  efforts  at  the  community  level, 
calling  on  the  serious  involvement  of  civic  and  other  local  groups,  community  schools,  and  faith- 
based  organizations  to  work  in  concert  with  the  health  system,  both  public  and  private.  OPHS' 
direct  efforts  are  measured  through  five  cross-cutting  strategies  that  are  essential  to  achieving 
our  priorities: 

•  strengthening  the  science  base  for  decision-making  by  fostering  data  collection,  research 
integrity,  protection  of  human  research  participants,  demonstration  projects,  and 
evaluations; 

•  shaping  policy  and  programs  at  all  levels  of  government; 

•  expanding  and  strengthening  networks,  coalitions,  and  partnerships  to  mobilize  resources 
effectively; 

communicating  strategically  with  various  audiences  to  improve  awareness, 
understanding,  and  action  on  the  major  health  problems  confronting  Americans;  and 

•  coordinating  targeted  initiatives  across  the  Department  to  enable  its  components  to  act  as 
"One  HHS"  and  leading  other  high  priority  Federal  and  public-private  efforts. 

Strengthening  Prevention  Efforts 

Preventing  disease  and  illness  requires  reaching  people  in  their  homes,  communities,  schools  and 
workplaces  with  information  and  programs  that  promote  healthy  lifestyles  and  with  services  that 
provide  protection  against  health  risks.  OPHS  is  responsible  for  coordinating  the  President's 
health  and  wellness  initiative,  Healthier  US,  which  uses  all  of  the  available  resources  of  the 
Federal  government  to  alert  Americans  to  the  vital  health  benefits  of  simple  and  modest 
improvements  in  physical  activity,  nutrition,  and  behavioral  choices  such  as  eliminating  tobacco 
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and  illegal  drug  use.  OPHS  also  coordinates  the  Secretary's  program,  Steps  to  a  Healthier  US, 
which  promotes  healthy  choices  in  nutrition,  physical  activity  and  preventive  health  care  and 
seeks  to  reduce  the  risks  our  young  people  take.  The  Secretary's  program  will  have  a  special 
focus  on  obesity,  diabetes  and  asthma.  OPHS  manages  Healthy  People  2010,  which  sets  out  the 
science  and  the  data  to  support  national  health  improvement  efforts.  Healthy  People  2010 
Progress  Reviews,  chaired  by  the  Assistant  Secretary  for  Health,  provide  an  opportunity  to 
monitor  progress  and  identify  challenges  and  solutions  to  key  health  issues.  The  Healthy  People 
2010  Leading  Health  Indicators  are  physical  activity,  overweight  and  obesity,  tobacco  use, 
substance  abuse,  responsible  sexual  activity,  mental  health,  environmental  health,  injury  and 
violence,  immunizations,  and  access  to  care.  OPHS  offices  play  lead  roles  in  specific  activities 
related  to  physical  activity,  overweight  and  obesity,  responsible  sexual  behavior,  immunizations, 
environmental  quality,  and  access  to  care. 


- 

1 .  Shape  policy  at  the  local.  State, 
national  and  international  levels.  OPHS 
will  increase  the  adoption  of  effective 
prevention  policies,  as  measured  by  the 
number  of  public  and  private  entities  at 
all  levels  that  adopt  policies  as  a  result  of 
OPHS  efforts. 

FY04:  39,160 
FY03  31,330 

FY02:  30,053 
FYOl:  25,064 

2.  Communicate  strategically.  OPHS 
will  increase  the  reach  of  its  prevention 
communications,  as  measured  by 
customers  served  through  Websites  and 
clearinghouses,  by  professional  and 
community-based  outreach  activities, 
and  by  targeted  prevention 
communications. 

FY04:  16,835,000 
FY03:  15,607,000 

FY02:  13,319,704 
FYOl:  11,462,477 

3.  Promote  effective  partnerships. 
OPHS  will  increase  substantive 
commitments  to  prevention  on  the  part 
of  public  and  private  entities,  as 
measured  by  the  number  of  these  entities 
that  change  or  strengthen  their 
prevention  efforts  as  a  result  of 
partnership  with  OPHS. 

FY04:  230 
FY03:  205 

FY02:  192 
FYOl:  180 
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:OPHS  Strategic  Goal:  St  - 


Performance  Goals 


Actual  Performance 


4.  Strengthen  the  science  base.  OPHS 
will  increase  knowledge  about  disease 
prevention  and  health  promotion, 
including  best  practices  and  research 
needs,  as  measured  by  the  publication  of 
scientific  reports  and  findings  from 
research  demonstrations  and  evaluation 
studies. 


FY04:  19 
FY03:  18 


FY02:  16 
FYOl:  10 


5.  Lead  and  coordinate  key  initiatives 
with  and  on  behalf  of  the  Department. 
OPHS  will  increase  the  impact  of 
selected  prevention  activities  through  its 
leadership  and  coordination,  as  measured 
by  the  number  of  such  efforts  that  are 
convened,  chaired,  or  staffed  by  OPHS 
and  the  unique  contributions  of  those 
efforts. 


FY04:  199 
FY03:  190 


FY02:  188 
FYOl:  164 


Closing  Health  Gaps 

OPHS  supports  the  Department's  efforts  to  address  health  disparities.  Healthy  People  2010  sets 
a  goal  of  eliminating  racial  disparities  in  health  by  2010.  For  all  the  medical  breakthroughs  we 
have  seen  in  the  past  century,  we  still  see  significant  disparities  in  the  medical  conditions  of 
racial  groups  in  this  country.  What  we  have  done  through  this  initiative  is  to  make  a 
commitment  to  eliminate  -  not  just  reduce  -  some  of  the  health  disparities  between  majority  and 
minority  populations. 

Eliminating  disparities  is  not  a  zero-sum  game.  We  are  not  taking  anything  from  anyone  when 
we  ensure  focus  on  the  health  needs  of  those  most  at-risk.  We  are  operating  on  the  premise  upon 
which  the  Public  Health  Service  was  founded  200  years  ago:  The  entire  nation  benefits  when  we 
protect  the  health  of  those  most  vulnerable. 

OPHS  plays  a  leading  role  in  many  efforts  to  eliminate  disparities,  including  the  Leadership 
Campaign  on  AIDS,  Minority  AEDS  Initiative,  Centers  of  Excellence  in  Women's  Health  and 
National  Community  Centers  of  Excellence  in  Women's  Health,  National  Leadership  Summits 
for  eliminating  racial  and  ethnic  disparities  in  health,  and  the  Minority  Women's  Health  Panel  of 
Experts.  In  addition,  OPHS  supports  the  Minority  Male  Health  Project  to  focus  on  support  for 
local,  community  efforts  to  combat  chronic  diseases  affecting  minority  men.  This  program  will 
collect,  compile,  and  disseminate  information  on  best  practices  for  influencing  minority  male 
health  behavior  and  ways  to  improve  minority  male  access  to  health  care. 

OPHS  communication  efforts  include  Office  of  Minority  Health  Resource  Center,  National 
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Women's  Health  Information  Center,  and  population-specific  sections  on  4Woman.gov  and 
healthfinder®  (including  healthfmder®  "espanol")  and  special  resources  for  racial  and  ethnic 
populations. 


- 

.- 

1 .  Shape  Dolicv  at  the  local.  State, 
national  and  international  levels.  OPHS 
will  increase  the  adoption  of  policies  that 
seek  to  eliminate  health  disparities,  as 

FY04:  40 
FY03:  35 

FY02:  30 
FYOl:  24 

measured  by  the  number  of  public  and 
private  entities  at  all  levels  that  adopt 
policies  as  a  result  of  OPHS  efforts. 

2.  Communicate  strategically.  OPHS 
will  increase  the  reach  of  its 
cornmunications  that  promote  the 
elimination  of  health  disparities,  as 
measured  by  customers  served  through 
Websites  and  clearinghouses,  by 
professional  and  community-based 
outreach  activities,  and  by  targeted 
corrimunications. 

FY04:  1,300,000 
FY03:  1,200,000 

FY02:  988,361 
FYOl:  1,154,517 

3.  Promote  effective  partnerships. 
OPHS  will  increase  substantive 
commitments  to  eliminating  health 
disparities  on  the  part  of  public  and 
private  entities,  as  measured  by  the 
number  of  these  entities  that  change  or 
strengthen  their  efforts  as  a  result  of 
partnership  with  OPHS. 

FY04:  136 
FY03:  132 

FY02:  129 
FYOl:  124 

4.  Strengthen  the  science  base.  OPHS 
will  increase  knowledge  about  health 
disparities,  including  best  practices  and 
research  needs,  as  measured  by  the 
publication  of  scientific  reports  and 
findings  from  research  demonstrations 
and  evaluation  studies. 

FY04:  30 
FY03:  20 

FY02:  19 
FYOl:  14 
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OPHS  Strategic  Goal:  Close  HealthjQap^" 


Performance  Goals 


Targets 


Actual  Performance 


5.  Lead  and  coordinate  key  initiatives 
within  and  on  behalf  of  the  Department. 
OPHS  will  increase  the  impact  of 
selected  activities  through  its  leadership 
and  coordination,  as  measured  by  the 
number  of  such  efforts  that  are 
convened,  chaired,  or  staffed  by  OPHS 
and  the  unique  contributions  of  those 
efforts. 


FY04:  25 
FY03:  23 


FY02:  20 
FY01:  17 


Strengthening  the  Public  Health  Infrastructure 

The  tragedy  of  September  1 1th,  2001,  underscored  the  urgent  need  to  build  a  21st  century  health 
support  system  that  connects  public  health  and  healthcare  professionals  and  the  public  to  sound 
information  and  to  each  other.  These  networks  of  information,  services,  and  people  are  the 
connective  fabric  of  health  improvement  efforts.  OPHS  plays  a  vital  role  in  building  the  data 
systems  for  understanding  the  health  problems  of  our  growing  minority  and  ethnic  populations; 
in  promoting  the  integrity  of  the  scientific  research  enterprise;  and  in  promoting  the  development 
of  a  balanced  national  health  information  infrastructure  that  serves  the  public  as  well  as 
professionals  and  supports  prevention  as  well  as  treatment  and  administration. 

OPHS  activities  in  support  of  data  development  include  the  National  Survey  of  Family  Grouwth 
and  Adolescent  Health  Survey,  management  of  HP2010  and  work  with  National  Center  for 
Health  Statistics  to  collect  ana  analyze  national  data  on  health  status  and  health  behaviors,  co- 
chairmanship  of  the  HHS  Data  Council's  Working  Group  on  Racial  and  Ethnic  Data,  and 
development  of  a  new  HIV/AIDS  data  methodology  joining  qualitative  and  quantitative  data 
collection  methods,  known  as  RARE  (Rapid  Assessment,  Response  and  Evaluation),  including 
training  for  State  and  local  health  departments. 

OPHS  helps  build  capacity  in  State  and  local  agencies  and  private  organizations  to  support 
prevention.  Some  examples  include  the  Leadership  Campaign  on  AIDS  to  increase  the  capacity 
of  minority  community-based  organizations  to  develop  effective  and  innovative  partnerships  at 
the  local  level  to  enhance  HIV/ AIDS  services  and  education  and  the  State  Minority  Health 
Infrastructure  Study,  the  National  American  Indian/ Alaska  Native  Health  Forum  to  identify 
strategies  through  which  State,  tribal,  and  Federal  governments  can  complement  and  supplement 
their  respective  health  systems. 

OPHS  contributions  to  the  scientific  research  infrastructure  include  the  Federal  Research 
Misconduct  Officials  Network  includes  representatives  from  27  agencies. 

OPHS  has  had  a  lead  role  in  the  development  of  key  documents  and  activities  related  to  the 
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national  health  information  infrastructure  (NHII),  which  includes  standards,  applications, 
research  with  emphasis  on  linkages  among  consumers/patients,  providers,  and  public  health. 
ODPHP  provides  the  lead  staff  to  the  workgroup  on  the  NHH  of  the  National  Committee  on 
Vital  and  Health  Statistics,  including  development  of  the  landmark  report  Information  for 
Health:  a  Strategy  for  Building  the  National  Health  Information  Infrastructure  and  organizing 
hearings  to  explore  issues  and  opportunities  for  implementing  the  NHII. 


- 

1.  Shape  policy  at  the  local.  State,  and 
national  levels.  OPHS  will  strengthen 
the  public  health,  health  information,  and 
research  infrastructures  as  measured  by 
the  number  of  public  and  private  entities 
at  all  levels  that  adopt  supportive 
policies,  programs,  services,  laws, 
regulations,  and  recommendations  as  a 
result  of  OPHS  efforts. 

FY04:  360 
FY03:  350 

FY02.-351 
FY01:204 

2.  Communicate  strategically.  OPHS 
will  increase  the  reach  of  its 
communications  that  promote  stronger 
public  health,  health  information,  and 
research  infrastructures,  as  measured  by 
customers  served  through  Websites  and 
clearinghouses,  by  professional  and 
community-based  outreach  activities, 
and  by  targeted  communications. 

FY04:  41,150 
FY03:  40,125* 

*  One  Website  will 
be  transferred  in 
FY03 

FY02:  48,813 
FY01:  38,317 

3.  Promote  effective  partnerships. 
OPHS  will  increase  substantive 
commitments  to  strengthening  the  public 
health,  health  information,  and  research 
infrastructures  on  the  part  of  public  and 
private  entities,  as  measured  by  the 
number  of  these  entities  that  change  or 
strengthen  their  efforts  as  a  result  of 
partnership  with  OPHS. 

FY04:  36 
FY03:  34 

FY02:  51 
FY01:34 

4.  Strengthen  the  science  base. 
OPHS  will  increase  knowledge  about  the 
public  health,  health  information,  and 
research  infrastructures,  including  best 
practices  and  research  needs,  as 
measured  by  the  publication  of  scientific 
reports  and  findings  from  research 
demonstrations  and  evaluation  studies 
and  by  improving  health  data  collection. 

FY04:  100 
FY03:  100 

FY02:  80 
FY01:  121 
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OPHS  Strategic  Goal:  Strengthen  the  F 

,     Performance  Goals 

-  Targets  '  - 

Actual  Performance 

5.  Lead  and  coordinate  kev  initiatives 
within  and  on  behalf  of  the  Department. 
OPHS  will  increase  the  impact  of 
selected  activities  through  its  leadership 

FY04:  14 
FY03:  13 

FY02:  12 
FY01:  7 

and  coordination,  as  measured  by  the 
number  of  such  efforts  that  are 
convened,  chaired,  or  staffed  by  OPHS 
and  the  unique  contributions  of  those 

efforts. 

FY  2002  Program  Performance  Analysis 


Most  of  OPHS 'current  GPRA  measures  are  derived  from  Healthy  People  2010,  the  third  decade- 
long  national  prevention  initiative.  The  objectives  in  Healthy  People  2010  were  given  ambitious 
targets;  they  are  intended  to  represent  public  health  challenges  which  might  be  achieved  over  the 
decade  if  all  necessary  resources  of  the  public  and  private  sectors  were  mobilized  to  address  the 
specific  issue.  The  experience  of  the  prior  decades  demonstrates  the  difficulties  in  attaining  these 
high  public  health  goals:  for  Healthy  People  2000,  for  example,  the  nation  achieved  or  moved  in 
the  right  direction  on  over  60%  of  the  objectives. 

Progress  toward  all  the  Healthy  People  2010  objectives  will  be  monitored  throughout  the  decade 
by  Progress  Reviews  chaired  by  the  Assistant  Secretary  for  Health. 

Current  Priority  1:  Ensuring  a  Balanced  Community  Health  System 

Section  1(a)  FY  2002  Performance  Summary:  Goals  1.1-1.6 

The  birth  rate  for  teenagers  continued  its  steady  decline  since  the  early  1990s  between  1991  and 
2001  (the  latest  year  for  which  data  are  available)  there  was  a  35%  drop  in  the  birth  rate  for 
teenagers  15-17.  The  2001  birth  rate  for  teenagers  15-17  years  fell  8%  from  2000.  The  percent 
of  women  who  began  prenatal  care  in  their  first  trimester  of  pregnancy  increased  slightly  for 
2000-2001,  from  83.2  to  83.4%. 

Within  the  larger  public  health  framework,  OPHS's  Office  of  Population  Affairs  and  the 
programs  it  administers  (the  AFL  program  and  the  Family  Planning  Program)  play  a  central  role 
in  assuring  a  healthy  start  for  every  child  by  preventing  unintended  and  adolescent  pregnancies, 
providing  abstinence  education  for  adolescents,  and  providing  related  preventive  health  care  and 
counseling. 

In  an  effort  to  promote  effective  partnerships  to  reduce  adolescent  pregnancy,  the  AFL 
prevention  projects  continue  to  focus  on  abstinence  as  the  most  effective  method  of  preventing 
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adolescent  pregnancy  and  sexually  transmitted  infections.  In  FY  2002,  the  AFL  program  made 
available  approximately  $6.5  million  to  support  an  estimated  35  prevention  (abstinence 
education)  projects. 

In  2002,  the  family  planning  program,  the  primary  provider  of  subsidized  family  planning 
services  for  low-income  individuals,  provided  funding  for  service  delivery  grants  to  91  public 
and  private  organizations  supporting  a  nationwide  network  of  more  than  4,500  family  planning 
clinics.  Title  X  provides  reproductive  health  services  to  approximately  4.4  million  persons  each 
year,  enabling  women  to  avoid  unintended  pregnancies.  Pregnancy  testing  is  a  common  and 
frequent  reason  for  women  coming  to  visit  a  clinic,  and  family  planning  is  often  an  access  point 
for  women  entering  early  prenatal  care.  The  program  also  plays  an  important  role  in  adolescent 
pregnancy  prevention.  In  addition  to  clinical  services,  outreach  and  education  (including 
counseling  to  encourage  continued  postponement  of  sexual  activity  for  adolescent  clients  who 
are  not  yet  sexually  active)  are  important  components  of  family  planning  services  for 
adolescents. 

The  reduction  of  new  perinatally  acquired  HTV  infections  has  also  been  a  high  priority  for  the 
Department  since  the  definition  of  effective  treatment  options  that  reduce  the  risk  of 
transmission  from  mother  to  child.  OPHS  has  coordinated  a  Department-wide  effort  across  the 
research,  prevention  and  treatment  arenas  to  maximize  opportunities  to  reduce  the  incidence  of 
new  perinatal  HTV  infections.  HRSA,  CDC  and  SAMHSA  have  extensive  program  efforts  in 
place  to  reach  and  offer  pregnant  women  with  HTV  infection  effective  treatment  for  their  own 
illness  and  to  reduce  the  risk  of  perinatal  transmission.  The  US  has  seen  dramatic  reductions  in 
perinatal  HTV  transmission  rates  in  the  past  decade;  these  initiatives  have  been  successful  in 
dropping  the  number  of  new  perinatal  AIDS  cases  diagnosed  each  year,  with  102  cases 
diagnosed  in  FY  2000  compared  to  a  target  level  of  203  cases,  well  exceeding  the  target  set. 
Surveillance  data  reported  through  December  2000  show  sharply  declining  trends  in  perinatal 
AIDS  cases,  showing  a  reduction  of  69  cases  from  the  FY  1999  level  of  171  cases  (to  102  cases 
in  FY  2000),  or  a  40%  reduction;  this  decline  was  strongly  associated  with  increasing  zidovudine 
(ZDV)  use  in  pregnant  women  who  were  aware  of  their  HIV  status,  at  delivery,  and  in  treatment 
of  the  infant  after  birth.  More  recently,  improved  treatment  also  likely  delayed  onset  of  AIDS 
for  HIV-infected  children.  These  declines  also  reflect  the  success  of  widespread  implementation 
of  PHS  recommendations  for  routine  counseling  and  voluntary  HTV  testing  of  pregnant  women. 
With  efforts  to  maximally  reduce  perinatal  HTV  transmission  and  increase  treatment  of  those 
infected,  declines  are  likely  to  continue  but  may  be  affected  by  treatment  failures  and  missed 
opportunities  to  prevent  transmission. 

Finally,  in  the  area  of  influencing  national  policy,  OPHS's  Office  on  Women's  Health  led  the 
development  and  publication  of  the  HHS  Blueprint  for  Action  on  Breast-feeding  released  by  the 
Surgeon  General.  The  Blueprint  establishes  a  comprehensive  policy  for  the  nation  to  improve 
children's  health  by  promoting  the  benefits  of  breast-feeding  through  the  family  and  community, 
workplaces,  and  the  healthcare  system.  Over  90,000  copies  of  the  Blueprint  have  been 
distributed.  In  addition,  collaborations  have  been  formed  with  the  American  Association  of 
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Health  Plans,  American  College  of  Obstetricians  and  Gynecologists,  and  the  African  American 
Breast-feeding  Association.  In  FY  2002  a  National  Breast-feeding  Media  Campaign  and 
community  outreach  was  launched  with  the  Ad  Council. 


Performance  Measures 


Performance  Measures 

Targets 

Actual 
Performance 

1.1  New  measure  for  2001:  Birth  rate  per  1,000  females  aged  15-17 

rtntrr  smirro    bJnrinnnl  Vitnl  Smtirtirv  9vcf/>m   CDC  NCHfi 

FY03:23.1% 
FY02:  24.6% 

I    I  \J  I  .  iU,  I/O 

FYOO:  27.6% 

FY02:  06/03 
FYOl:  25.3% 
FYOO-  77  4% 

1 .2  Proportion  of  all  pregnant  women  who  begin  prenatal  care  in  the 
first  trimester  of  pregnancy 
16  6a 

Data  source:  National  Vital  Statistics  System.  CDC,  NCHS 

FY03:  84.9% 
FY02:  84.5% 
FVftl-  84  1% 

A/  X  V  1  .   <J*T  .  1  /O 

FYOO:  90% 

FY02:  06/03 
FYOl:  83.4% 

1   l  UU.  OJ.£  SO 

1.3  Decrease  the  number  of  perinatally  acquired  AIDS  cases 
13.17 

Data  based  on  1999  HIV/AIDS  Surveillance  Report. 
Volume  12(2). 

FY03"  139 
FY02:  141 
FYOl:  151 
FYOO:  203 

FV(Y>- 

r  I  \)L .  i  \)i  \JJ 

FYOl:  02/03 
FYOO:  01/02 

1 .4  Proportion  of  mothers  who  smoke  during  pregnancy 
16.17 

Data  source:  National  Vital  Statistics  System,  CDC,  NCHS 

FY03:  7% 
FY02:  8% 

cvni.  qo/ 
r  i  u  l .  v  /o 

FYOO:  10% 

FY02:  06/03 
FYOl:  12% 
r  luu.  1  Z.Z  /o 

1 .5  Proportion  of  mothers  who  breastfeed  their  babies  at  6  months 
Data  Source:  Ross  Laboratories 

FY03:  38% 
FY02:  36% 
FYOl:  34% 

FY02:  10/03 
FYOl:  32.5% 
FYOO:  31% 

1 .6  Increase  the  number  of  children  enrolled  in  regular  Medicaid  or 
SCHIP  (State  Children's  Health  Insurance  Program) 

Data  Source:  CMS  administrative  files. 

FY03:  +1  million 
over  2002 
FY02:  +  1  million 
over  2001 
FYOl:  +  1  million 
over  2000 
FYOO:  +  1  million 
over  1999 

FY02: +1.200 
million  children 
FYOl: +3.441 
million  children 
FYOO: +1.679 
million  children 

Section  1(b)  FY  2002  Performance  Summary:  Goals  1.7-1.12 
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Through  the  Office  of  Population  Affairs,  OPHS  contributes  to  departmental  efforts  to  reduce 
the  incidence  of  sexually  transmitted  diseases,  specifically  those  addressed  in  measures  1.10, 
1.11  and  1.12.  Family  planning  clinics  provide  a  broad  spectrum  of  preventive  health  services  in 
an  effort  to  promote  healthy  lifestyles  and  behaviors.  Title  X  family  planning  clinics  provide 
services  to  a  population  that  matches  the  demographics  of  the  population  of  women  most  at  risk 
for  sexually  transmitted  diseases  (STDs)  and  HIV  infection  -  primarily  young,  low-income,  and 
minority. 

One  example  of  OPHS's  use  of  partnerships  to  promote  healthy  lifestyles  and  behaviors  is  the 
Title  X  Family  Planning  program's  continued  collaboration  with  the  CDC  to  implement 
effective  prevention  strategies  designed  to  reduce  the  prevalence  of  chlamydia  and  its 
debilitating  complications.  The  effectiveness  of  large-scale  screening  programs  in  reducing 
chlamydia  prevalence  has  been  well  documented  in  areas  where  this  intervention  has  been  in 
place  for  several  years.  CDC  estimates  that  every  dollar  spent  on  early  detection  can  save  an 
estimated  $12  in  complications-associated  costs.  The  chlamydia  prevention  partnership,  begun 
in  1987  as  a  demonstration  project  in  PHS  Region  X,  has  now  been  expanded  to  all  ten  PHS 
regions.  The  success  of  this  approach  had  been  demonstrated  by  the  fact  that  the  chlamydia 
prevalence  rate  decreased  by  as  much  as  69%  in  Region  X,  where  the  program  has  been  in  place 
for  more  than  ten  years. 

In  OPHS,  the  President's  Council  on  Physical  Fitness  and  Sports  (PCPFS)  is  involved  in 
activities  directly  related  to  achieving  performance  measure  1 .8,  which  addresses  increasing 
physical  activity  among  adults  aged  1 8-74.  In  conjunction  with  the  Healthy  People  2010 
objectives,  the  PCPFS  continues  to  work  with  schools  and  outside  organizational  components  to 
promote  regular  physical  activities/fitness  and  non-competitive  sports  as  positive,  healthy 
behavioral  patterns.  To  improve  health  behaviors  related  to  physical  activity  and  fitness,  the 
PCPFS  coordinates  activities  through  its  long-standing  signature  programs,  the  President's 
Challenge  Physical  Activity  and  Fitness  Awards  Program  (for  school  and  community-based 
achievement)  and  the  Presidential  Sports  Award  (for  ages  six  to  adult).  In  response  to  goals 
established  by  the  HHS  Initiative  to  Eliminate  Racial  and  Ethnic  Disparities  in  Health,  the 
PCPFS  translated  materials  on  these  two  programs  into  Spanish  and  collaborated  with  the  OMH 
clearinghouse  for  appropriate  dissemination  to  Hispanic  leaders,  schools,  and  others.  Efforts  to 
build  and  strengthen  coalitions  and  partnerships  with  minority  organizations  to  enhance  outreach 
to  minority  communities  and  youth  will  be  addressed  with  the  incoming  administration's  Council 
members. 

The  PCPFS  promotes  physical  activity/fitness  and  sports  through  numerous  partnerships  and 
collaborative  projects  with  Federal  agencies  and  offices,  as  well  as  non-Federal  organizations. 
The  PCPFS  publishes  a  quarterly  periodical,  The  President 's  Council  on  Physical  Fitness  and 
Sports  Research  Digest,  a  synthesis  of  the  latest  scientific  information  presented  in  lay  format, 
which  is  intended  for  use  primarily  by  fitness,  physical  education,  and  allied  health 
professionals.  Otherwise,  the  PCPFS  web  site  and  publications  are  designed  primarily  for  use  by 
the  general  public.  The  PCPFS  staff  functions  in  an  advisory  capacity  to  provide  technical 
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advice  and  assistance  to  individuals  seeking  funding,  referrals  to  appropriate  organizations,  and 
other  resource  material  about  physical  activity/fitness  and  sports.  The  PCPFS  has  a  well- 
deserved  national  reputation  as  a  credible  voice  calling  for  increased  physical  activity/fitness  and 
sports  by  Americans  of  all  ages  and  is  in  a  unique  position  to  address  crosscutting  issues, 
policies,  and  programs  at  Federal,  State,  and  local  levels. 

Further,  OPHS  (ODPHP)  led  the  creation  of  the  Leading  Health  Indicators  (LHIs),  which 
contribute  to  meeting  performance  measures  1 .7,  1 .8,  and  1 .9,  relating  to  tobacco  use,  physical 
activity,  and  drug/alcohol  abuse,  respectively.  A  report  will  provide  the  latest  data  used  to 
monitor  these  issues  on  a  national  and  State  level.  The  LHIs  are  a  special  subset  of  measures 
based  on  objectives  in  Healthy  People  2010. 

Also,  the  Office  of  Disease  Prevention  and  Disease  Prevention  has  been  forging  unique  public- 
private  partnerships  to  achieve  the  goals  of  Healthy  People  20  JO  and  improve  the  health  of  the 
nation.  A  number  of  strategic  Healthy  People  2010  Partnership  have  been  forged  to  catalyze 
health  improvement.  These  formal  partnerships  have  been  developed  with  Federal,  national 
grasstop,  grassroots,  and  community  organizations.  Each  partnership  fundamentally  changes  or 
enhances  the  disease  prevention  or  health  promotion  activities  of  the  partnering  organization  and 
its  members. 

healthfinder®  is  the  official  cross-agency  Federal  health  portal  site  developed  by  HHS,  together 
with  other  Federal  agencies.  The  Web  site  links  to  carefully  selected  health  and  human  service 
information  from  over  1,800  Federal  and  State  health  agencies,  nonprofits,  voluntary  and 
professional  organizations,  and  other  reliable  non-commercial  sources.  In  2001,  healthfinder® 
was  redesigned  and  a  new  Spanish-language  version  of  the  site  was  released,  along  with  one 
especially  for  children  ages  8-12.  In  2002,  new  resources  for  American  Indians  and  Alaska 
Natives  were  developed  with  the  extensive  input  of  members  of  those  communities.  In  2002, 
visits  to  the  healthfinder®  site  increased  by  20%  compared  to  the  2001 .  As  for  its  goal  of 
improving  access  to  Federal  health  information  specifically,  healthfmder.gov  now  directs  users 
to  other  Federal  health  web  sites  an  average  of  200,000  times  each  month. 

Also,  the  HHS  GirlPower!  Campaign  targeted  at  9-14  year-old  girls  and  the  adults  who  care 
about  them  creates  PSAs,  programs,  and  activities  to  assist  girls  in  realizing  their  full  potential. 
A  GirlPower!  Community  Education  Kit  has  been  designed  to  help  those  who  work  with  girls  to 
create  programs  with  messages  that  girls  have  the  right  to  be  the  best  that  they  can  be  - 
confident,  fulfilled,  and  true  to  themselves.  In  FY  2002,  Girl  Power!  has  teamed  with  nearly 
9,000  community  based  programs  and  organizations,  more  than  460  local  endorsers  and  more 
than  62  national  endorsers.  The  Girl  Power!  web  site,  www,  girl  power,  gov,  has  received  more 
than  63  million  hits  since  its  launch  in  1996. 

Performance  Measures 
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Performance  Measure 

Targets 

Actual 
Performance 

1.7  Past  month  use  of  cigarettes  by  youth  in  grades  9-12 
27.2b 

Data  Source:  1999  and  200 J  Youth  Risk  Behavior  Survey, 
CDC;2000  and  2002,  National  Youth  Tobacco  Survey,  CDC 
HP 20 10  target  is  16%. 

FY03:  32.0% 
FY02:  33.9% 
FYOl:  35.9% 
FYOO:  36.3% 
FY99:  36.4% 

FY02:  10/04 
FYOl:  28% 
FYOO:  28% 
FY99:  35% 

1.8  Percent  of  people  aged  18-74  who  engage  in  at  least  moderate 
physical  activity  for  at  least  30  minutes  per  day,  five  or  more  times  a 
week 

FY03:  19.5% 
FY02:  18% 

FY02:  12/04 
FYOl:  32.0% 

22.2 

Data  Source:  National  Health  Interview  Survey,  CDC.  HP2010 
target  is  30%. 

FYOl:  26% 
FYOO:  30% 
FY99:  29% 

FYOO:  3 1.9% 
FY99:  30% 

1.9  Proportion  of  youth  not  using  alcohol  or  any  illicit  drugs  during 

the  past  30  days 

26.10a 

Data  source:  National  Household  Survey  on  Drug  Abuse 
(NHS DA),  SAMHSA.  HP  2010  target  is  89%. 

FY03:  89.5% 
FY02:  88.6% 
FYOl:  88% 

FY02:  12/03 
FYOl:  79% 
FYOO:  80% 

1.10  Proportion  of  young  persons  (15-24  years  old)  with  Chlamydia 
trachomatis  infections  attending  family  planning  clinics 
25- la 

Data  Source:  STD  Surveillance  System,  CDC.  The  HP  2010  target 
(for  all  young  persons)  is  3%. 

FY03:  <5.0% 
FY02:  <5.0% 
FYOl:  <6.0% 
FYOO:  <6.0% 

FY02:  10/03 
FYOl:  5.8% 
FYOO:  5.9% 

1.11  Incidence  of  gonorrhea  in  women  aged  15-44 
(Per  100,000) 

Data  Source:  STD  Surveillance  System,  CDC. 

FY03:  <250 
FY02:  <250 
FY01:<250 
FYOO:  <250 

FY02:  10/03 
FYOl:  286.2 
FYOO:  284 

1.12  Incidence  of  congenital  syphilis  per  100,000  live  births 
25.9 

Data  Source:  STD  Surveillance  System,  CDC  HP2010  target  is 
1.00. 

Expressed  per  100,000  live  births 

FY03:  <12 
FY02:  <12 
FY01:<I8 
FYOO:  <19 

FY02:  10/03 
FYOl:  11.1 
FYOO:  13.4 

Section  1(c)  FY  2002  Performance  Summary:  Goals  1.13-1.17 

The  Office  of  Women's  Health  partnered  with  the  American  Psychological  Association  to 
convene  a  Summit  on  Women  and  Depression  in  October  2000  -  another  example  of  OPHS 
partnership  activity.  This  summit  confirmed  that  translating  the  research  into  practice, 
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community  interventions,  and  policy  continues  to  be  difficult.  It  served  as  a  prelude  to  the 
meeting  held  in  February  2002  on  the  "Psychosocial  and  Behavioral  Factors  in  Women's  Health: 
Enhancing  Outcomes  in  Women's  Health."  Over  1,000  participants  attended  this 
interdisciplinary  conference  that  featured  1 1  special  panels  which  centered  on  the  specific 
disease  which  are  today's  major  killers  and  causes  of  disabilities  of  women. 


Performance  Measures 


Performance  Measure 

Targets 

Actual 
Performance 

1.13  The  proportion  of  people  18  and  over  reporting  depression  in 

the  past  1 2  months  who  are  receiving  treatment 

18.9a 

FY03:  36% 
r  i  uz.  j't/o 
FY01:  32% 

FY02:  12/03 

FVA1  *  TYWP 

FY00:  01/03 

Data  source:  National  Comorbidity  Survey  (NCS),  SAMHSA, 
CMHS;  NIH,  NIMH.  The  HP2010  target  is  50%. 

1.14  Proportion  of  injurious  suicide  attempts  among  youth  grades  9- 

12 

18.2 

Data  source:  Youth  Risk  Behavior  Survey,  CDC.  HP201 0  target  is 

FY03:  1.2 
FY02:  1.4 
FY01:  1.6 
FYOO:  1.8 

FY02:  08/03 
FY01:  01/03 
FYOO:  DNC 

1.0. 

1.15  Annual  rate  of  suicide 
18.1 

Data  source:  National  Vital  Statistics  System,  CDC,  NCHS. 
The  target  for  2010  is  6. 0  per  100,000  population. 
Note:  target  changed  to  11.3  due  to  reference  change 

rYOi:  9.0 
FY02:  9.5 
FY01:  10 
FYOO:  10.5 

r  i02:  09/04 
FY01:  09/03 

rvnn.  ai  vva 
r  lUO.  03/UJ 

1.16  Violent  victimization  inflicted  by  current  or  former  intimate 

partners. 

15.34 

FY03:  4.2 
FY02:  4.3 
FY01:  4.4 

FY02:  10/03 
FYOI.  DNC 
FYOO:  2.9 

Data  source:  National  Crime  Victimization  Survey,  DoJ,  Bureau  of 

FYOO:  7  (per  1,000 
women) 

Justice  Statistics.  Healthy  People  target  is  3.3  per  100,000  persons 
greater  or  equal  to  12  years  of  age. 

1.17  Develop  a  model  metropolitan  mental  health  response  plan  for 
a  Weapons  of  Mass  Destruction  (WMD)  terrorist  incident,  for 
inclusion  in  local  disaster  preparedness  systems 

FYOO:  1 

FYOO:  1  (Goal 
met) 

Data  source  is  OPHS  administrative  files. 

Section  1(d)  FY  2002  Performance  Summary:  Goals  1.18-1.25 


The  Office  of  Research  Integrity  (ORJ)  took  several  steps  in  FY  2002  to  build  a  stronger  science 
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base  by  (1)  reviewing  the  30  grant  applications  submitted  in  response  to  the  second  request  for 
applications  in  its  Research  Program  on  Research  Integrity;  (2)  initiating  a  program  to  produce 
resources  that  can  be  used  in  instruction  in  the  responsible  conduct  of  research  (RCR);  (3) 
continuing  to  conduct  oversight  reviews  of  institutional  investigations  of  research  misconduct 
allegations;  (4)  reviewing  institutional  policies  for  responding  to  research  misconduct 
allegations;  (5)  co-sponsoring  seven  conferences  or  workshops;  and  (6)  completing  studies  on 
fostering  integrity  in  research  environments  and  the  feasibility  of  developing  consortia  to 
promote  RCR. 

In  addition,  ORI  planned  the  Second  Research  Conference  on  Research  Integrity  that  was  held 
November  16-18,  2002  in  the  Washington  area.  Fifty  abstracts  were  submitted  and  reviewed  for 
the  conference.  Proceedings  from  the  first  conference  were  published  and  posted  on  the  ORI 
website.  ORI  also  announced  an  RCR  Resource  Development  Program  to  stimulate  the 
development  of  RCR  resources  by  researchers  and  institutions  and  began  working  on  a 
cooperative  agreement  with  the  Association  of  American  Medical  Colleges  to  facilitate  the 
creation  of  RCR  resources  by  academic  societies.  Besides  the  domestic  conferences  and 
workshops,  ORI  staff  helped  organize  and  participated  in  an  international  conference  in  Warsaw 
on  conflict  of  interest  in  research  that  drew  attendants  from  26  countries  and  started  planning  an 
international  conference  that  will  be  held  in  Puerto  Rico  in  February  2003  on  the  use  of  human 
subjects  in  research. 

OHRP  program  activity  also  contributes  to  strengthening  the  health  sciences  research  enterprise. 
In  FY  2002,  OHRP's  Division  of  Compliance  Oversight  (DCO)  conducted  three  compliance 
oversight  site  visits  (Brookhaven  National  Laboratory,  National  Institutes  of  Alcohol  Abuse  and 
Alcoholism,  and  the  State  University  of  New  York  at  Brooklyn).  Additionally,  DCO  opened  38 
new  compliance  oversight  cases  and  closed  101,  in  FY  2002.  The  number  of  open  cases  was 
reduced  from  its  peak  of  182  in  July  2000  to  54  as  of  January  1,  2003. 

ORI  incorporated  public  comments  into  a  revision  of  the  proposed  regulation  on  the  protection 
of  whistleblowers  in  research  misconduct  cases.  In  addition,  ORI  expects  to  recommend  action 
on  the  suspended  PHS  Policy  on  Instruction  in  the  Responsible  Conduct  of  Research  in  early 
2003  following  consultation  with  the  research  community  and  PHS  agencies.  The  Institute  of 
Medicine  report  on  Integrity  in  Scientific  Research:  Creating  an  Environment  That  Promotes 
Responsible  Conduct  (commissioned  by  ORI  in  2000)  was  published  in  September  2002.  A 
town  meeting  was  held  at  the  National  Academy  of  Sciences  on  October  1 0,  2002  to  present  the 
findings  to  the  research  community  and  discuss  the  implementation  of  the  recommendations. 

ORI  sponsored  a  conference  on  The  Role  of  Institutional  Rules,  Guidelines,  and  Education  in 
Promoting  the  Responsible  Conduct  of  Research  in  Philadelphia  on  September  23-24,  2002  as 
part  of  a  threefold  effort  to  stimulate  the  research  community  to  consider  the  advisability  of 
developing  research  guidelines.  The  conference  is  a  follow-up  to  a  study  of  research  guidelines 
adopted  by  medical  schools  that  was  supported  by  ORI.  A  resource  document  for  developing 
research  guidelines  is  being  prepared.  In  addition,  ORI  is  seeking  OMB  clearance  for  a  study  of 
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the  incidence  of  research  misconduct  in  biomedical  research;  monitoring  the  data  collection  and 
analysis  of  research  integrity  measures  utilized  in  biomedical  research  laboratories,  and 
collaborating  with  NIH  in  developing  a  preliminary  evaluation  of  the  research  ethics  requirement 
in  research  training  grants  supported  by  NIH. 

The  Institute  of  Medicine  produced  a  report  in  April  2001  outlining  standards  for  Institutional 
Review  Boards  to  achieve  accreditation.  Under  the  leadership  of  OHRP,  a  process  to  develop 
standards  for  IRB  Accreditation  was  developed  using  a  unified  IRB  Registration  System 
accessed  through  the  internet.  Since  that  time,  OHRP  has  processed  approximately  950  IRB 
registration.  Building  on  the  IRB  Registration  System,  OHRP  completed  the  pilot  testing  of  a 
Quality  Improvement  Program  (QIP),  including  a  Self- Assessment  Tool  for  research  institutions. 
The  new  program,  utilizes  a  case-based  reference  model  to  allow  institutions  to  compare  their 
performance  with  comparable  programs.  In  FY  2002,  OHRP  implemented  Stage  1  of  the  QIP, 
conducting  a  total  of  25  QEP  on-site  consultations  including  6  institutions  in  South  Africa. 
OHRP  has  began  development  of  Stage  2  (Quality  Improvement)  of  the  QIP. 

ORI  and  OHRP  are  also  working  with  partners  to  improve  communications  aimed  at 
strengthening  the  health  sciences  research  enterprise.  In  FY  2002,  ORI  held  seven 
conferences/workshop  on  research  integrity  and  research  misconduct,  in  collaboration  with 
scientific  societies  and  professional  and  institutional  associations. 

Universally,  education  is  recognized  as  one  of  the  most  important  elements  in  improving 
protections  for  human  research  subjects.  In  FY  2002,  the  OHRP  conducted  85  educational 
presentations  on  human  protections  topics,  six  National  Workshops  (partnering  with 
FDA/VA/NIH/NSF),  and  four  Town  Meetings  (three  via  video-conferencing,  two  domestic  and 
one  international).  OHRP  expanded  its  outreach  efforts  by  designing  a  new  exhibit  booth  and 
staffed  it  at  4  professional  meetings  as  well  as  at  all  OHRP  National  Workshops.  ORHP  also 
conducted  Human  Research  Protections  Workshops  at  two  professional  meetings,  set  up  an  e- 
mail  Q&A  mailbox  and  answered  approximately  1200  inquiries  from  the  research  community. 

OHRP  will  continue  to  exercise  international  leadership  promoting  protection  of  human 
research  subjects  around  the  world.  Specific  international  accomplishments  during  2002 
include:  initiating  development  of  departmental  guidance  explaining  criteria  for  implementation 
of  the  rulings  of  "at  least  equivalent  protections"  provisions  of  45  CFR.101(h);  participating  in 
ten  international  meetings  across  five  countries  (South  Africa,  China,  Thailand,  Kazakhstan  and 
Uruguay)  representing  Departmental  polices  to  promote  a  culture  of  human  research  subject 
protection;  partnering  with  the  World  Health  Organization  (WHO)  to  provide  technical  and 
fiscal  support  for  four  international  workshops  in  Asia,  Latin  America,  Russia,  and  Africa,  to 
bolster  the  human  and  institutional  capacity  for  ethical  review  in  and  for  developing  countries. 

ORI  took  steps  to  facilitate  communication  with  institutional  officials,  journal  editors,  and 
researchers  during  FY  2002.  Listservs  were  established  for  institutional  research  integrity 
officers,  researchers  and  RCR  instructors.  A  program  was  initiated  to  develop  posters  that 
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communicate  messages  related  to  research  integrity  and  the  responsible  conduct  of  research. 
The  use  of  global  email  messages  has  also  increased  to  quickly  communicate  with  pertinent 
populations.  ORI  continued  to  work  with  the  Council  of  Science  Editors  to  organize  a  workshop 
for  journal  editors. 


Performance  Measures 


Actual 

Performance  Measure 

Targets 

Performance 

1.18  Number  of  collaborative  activities  (workshops,  publications 

FY03:4 

FY02:  7 

and  other  resource  materials  produced)  that  assist  institutions  to  (1) 

workshops,  1 

workshops,  1 

promote  integrity  in  the  health  science  research  enterprise,  and  (2) 

resource 

resource 

develop  a(3ministrative  processes  that  effectively  respond  to 

FY02:  4 

FY01:  5 

allegations  of  scientific  misconduct 

workshops  and  2 

workshops,  2 

resources 

resources 

Data  Source:  OPHS  administrative  files 

FY01:  4 

FY00:  5 

workshops  and  2 

workshops  and  1 

resources 

resource 

FY00:  4 

workshops  and  2 

resources 

1.19  Percent  of  institutional  policies  for  responding  to  allegations  of 

FY03:  45% 

FY02:  43% 

scientific  misconduct  that  have  been  reviewed  for  compliance  with 

FY02:  45% 

FY01:41% 

the  Federal  regulation  42  CFR  Part  50,  Subpart  A 

FY01:  40% 

FY00:  37% 

FY00:  40% 

Data  source:  OPHS  administrative  files 

1.20  Rate  of  completing  ORI  oversight  of  scientific  misconduct 

FY03:  80% 

FY02:  72% 

cases  within  eight  months  of  receiving  final  decision  from  institution 

FY02:  80% 

FY01:  78% 

FY01:  75% 

FY00:  81% 

Data  source:  OPHS  administrative  files 

FY00:  70% 

(completed  in  8 

months) 

FY99:  79% 

(completed  in  1 

year) 

1.21  Implement  an  RCR  education  program  for  all  persons  receiving 

PHS  research  or  research  training  support 

FY03:  Develop 

FY02;  draft  RCR 

instructional 

guide  under  review 

resources  program 

FY01:  Published 

FY02:  Develop  a 

policy,  held  2 

Data  source:  OPHS  administrative  files 

self-instruction 

workshops 

manual 

FY01:  Publish 

policy;  hold  2 

workshops 

1 .22  Create  program  on  research  on  research  integrity 

FY03:  Make  up  to 

FY02:  9  new 

8  new  awards; 

awards 
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Actual 

Performance  Measure 

Targets 

Performance 

continue  up  to  5 

FY01:  Made  7  new 

awards 

awards 

r  I  uz.  MaKe  up  io 

r  i  uu.  program 

5  new  awards  j 

announced 

Data  source:  OPHS  administrative  files 

continue  up  to  5 

awards 

FY01:  Announce 

program;  make  up 

to  5  awards 

..... 

1 .23  Number  of  compliance  oversight  site-visits  to  evaluate 

CVA1.  0 

r  YUj:  o 

r  YU2.  J 

allegations  of  non-compliance  with  the  Federal  regulations  at  45 

riUI:  4 

CFR  Part  4fi 

F  Y0 1 :  6 

FY00:  4 

Data  Source:  OPHS  administrative/lies 

1 .24  Number  of  OHRP  compliance  oversight  cases  completed 

FY03:  75 

FY02:  101 

FY02'  75 

FY01:  96 

FY01:75 

FYOO:  60 

Data  source:  OPHS  administrative  files 

1.25  Guidance  from  NHRPAC  on  number  of  significant  issues 

FY03:  4 

FY02:  NHRPAC 

FY02:  5 

charter  expired  and 

Data  source:  OPHS  administrative  files 

FY01: 

not  renewed 

Establish 

FY01  .NHRPAC 

NHRPAC 

established 
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Current  Priority  2:  Maintain  a  Global  Approach  To  Public  Health 
Section  2(a)  FY  2002  Performance  Summary:  Goals  2.1-2.2 

OPHS  no  longer  includes  the  Office  of  Global  and  Health  Affairs,  which  contributed  many  of 
the  accomplishments  in  this  area.  Moreover,  the  two  performance  measures  themselves  are  not 
directly  within  the  purview  of  any  OPHS  office.  Nevertheless  OPHS  will  continue  to  report  on 
efforts  to  support  global  health  improvement  through  the  current  GPRA  plan. 

One  of  the  most  prominent  and  important  areas  of  OPHS  activity  during  FY  2002  was  provision 
of  senior  staff  support  for  HHS  leadership  (especially  the  Secretary,  Deputy  Secretary  and  ASH) 
in  a  variety  of  high-profile  international  events.  In  essentially  all  multilateral  fora,  the  US 
position  prevailed  and  was  reflected  in  new  international  declarations,  resolutions  and  policies. 

Perhaps  the  most  important  example  of  effective  OPHS  activity  in  a  multilateral  setting  is  its 
staff  support  to  the  new  Global  Fund  to  Fight  AIDS,  Tuberculosis,  and  Malaria,  a  global 
initiative  conceived  by  UN  Secretary  General  Kofi  Annan  and  supported  by  President  Bush. 
OPHS  provided  senior  policy  and  technical  support  to  the  development  of  the  Fund's 
architecture  and  operating  principles,  coordination  of  technical  review  of  proposals,  and 
ultimately  meetings  of  the  Fund's  Board.  The  HHS  Secretary  is  the  chief  US  representative  to 
the  1 8-member  Board. 

The  HHS  Secretary  also  leads  the  US  Delegations  to  the  World  Health  Assemblies,  the  annual 
WHO  gathering  of  health  ministers.  Through  this  leadership  role  and  with  OPHS  senior  staff 
support,  the  Department  has  worked  hard  to  be  viewed  by  WHO  and  countries  alike  as  a  fellow 
"Member  State"  rather  than  as  a  "donor  country."  Preparation  for  the  WHA  is  a  dynamic  process 
that  includes  close  coordination  with  HHS,  DOS,  and  USAID  experts  and  other  stakeholders 
throughout  the  year  in  the  development  of  US  policy  positions  and  programmatic  strategies.  For 
the  55th  World  Health  Assembly  in  May  2002,  agenda  items  included  biological  and  chemical 
terrorism,  smallpox  virus  retention,  polio  eradication,  HIV/ AIDS,  infant  and  child  nutrition, 
dengue,  essential  medicines,  among  others. 

During  FY  2002  OPHS  provided  critical  support  for  the  Secretary  in  creating  and  then  his  and 
the  Deputy  Secretary's  participating  in,  respectively,  the  November  2001  and  March  2002 
meetings  of  a  new  Global  Health  Security  Action  Group  addressing  international  cooperation  on 
bioterrorism.  Another  example  is  OPHS  support  for  the  ASH's  participation  in  the  meeting  of 
Health  and  Environment  Ministers  of  the  Americas  in  Ottawa  in  March  2002.  Another  is  OPHS 
support  for  preparations  for  and  then  participation  at  the  May  2002  UN  General  Assembly 
Special  Session  on  Children,  to  which  the  Secretary  led  the  US  Delegation.  OPHS  also  provided 
critical  staff  support  to  the  Secretary  as  he  led  a  Presidential  Mission  to  Africa  in  April  2002  to 
see  first  hand  the  problems  of  HTV/AIDS,  tuberculosis  and  malaria,  and  also  helped  the 
Secretary  organize  and  execute  a  meeting  of  Caribbean  health  officials  in  Guyana  (April  2002) 
to  address  the  problem  of  HIV/ AIDS  in  the  Caribbean. 
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During  FY  2002,  OPHS  continued  to  support  and  enhance  the  Department's  global  health 
website,  globalhealth.gov,  to  provide  useful  and  timely  information  to  a  wide  range  of  audiences 
both  inside  and  beyond  the  United  States. 

The  US-Mexico  Border  Health  Commission  (USMBHC)  was  established  in  July  2000  between 
the  Department  of  Health  and  Human  Services  and  the  Mexican  Ministry  of  Health.  OPHS 
coordinates  the  HHS  side  of  the  collaboration.  The  Commission  institutionalizes  a  domestic 
focus  on  border  health  and  creates  an  effective  venue  for  binational  discussions  on  health  issues 
affecting  the  US-Mexico  border  populations.  The  Commission  has  established  the  Healthy 
Border  2010  Program,  a  mutually  accepted  agenda  that  addresses  more  than  12  focus  areas,  with 
more  than  20  measurable  health  objectives  for  health  improvement.  Activities  of  the  USMBHC 
encompass  all  four  of  OPHS'  cross-cutting  strategies  related  to  science,  policy,  partnerships  and 
communications. 

During  FY  2002,  OPHS,  working  through  the  US  Agency  for  International  Development 
(USATD),  continued  its  longstanding  partnership  in  health  with  Egypt.  The  current  agenda  is 
centered  around  the  Healthy  Egyptians  20  JO  initiative,  adapted  from  the  US  experience  with 
Healthy  People  2000,  launched  in  September  2000  and  focused  on  four  public  health  areas: 
Maternal  and  Child  Health;  Injury  Control;  Environmental  Health  and  Tobacco  Control.  The 
Healthy  Egyptians  20  JO  collaboration  will  continue  for  an  additional  2-5  years  under  US  AID 
support.  A  mid-term  review  of  HE201 0  targets  will  be  undertaken  in  FY  2004-05. 

Another  example  of  global  partnership  supported  through  OPHS  is  the  HHS  Biotechnology 
Engagement  Program  (BTEP),  which  began  in  1999  to  "engage"  former  Soviet  bioweapon 
scientists  in  cooperative  research.  With  the  national  security  importance  to  this  non-proliferation 
activity  in  mind,  OPHS  receives  a  funding  stream  of  approximately  $25  million  over  three  years. 
The  vast  majority  of  this  funding  (70%)  is  intended  for  Russian  and  NIS  scientists  and  former 
weapons  institutions.  New  research  projects  were  submitted,  reviewed,  approved  and  initiated 
during  FY  2002. 

Many  OPHS  offices  are  involved  in  efforts  to  increase  attention  to  global  health  concerns.  The 
Office  on  Women's  Health  disseminated  the  technical  manual  Caring  for  Women  with 
Circumcision  to  all  medical,  osteopathic,  nursing,  and  public  health  schools  in  the  US. 
Additionally,  this  manual  was  distributed  to  interested  international  organizations,  as  well  as 
State,  territorial,  and  regional  women's  health  coordinators.  During  FY  2002,  over  1000  copies 
of  the  manual  were  distributed.  OWH,  also  in  collaboration  with  the  HHS  Working  Group  on 
Female  Genital  Cutting  (FGC),  continues  its  efforts  to  educate  and  inform  health  professionals 
and  the  public  about  female  genital  cutting(FGC).  In  FY  2002,  OWH  continued  to  provide  FGC 
resources  through  the  National  Women's  Health  Information  Center. 

OWH  is  also  working  on  the  expansion  of  the  Women's  Health  Workgroup  of  the  US-Mexico 
Binational  Commission  to  include  issues  relative  to  the  full  range  of  a  woman's  life,  of  which 
the  reproductive  phase  is  a  cycle.  This  expansion  is  essential  in  accomplishing  the  task  of 
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providing  more  than  minimum  health  care  for  women  in  the  US  and  Mexico  states  that  border 
both  countries.  In  FY  2002,  the  Women's  Health  Services  in  Sante  Fe,  New  Mexico  was 
selected  as  the  newest  Community  Center  of  Excellence. 


Performance  Measures 


Performance  Measures 

Targets 

Actual 
Performance 

2.1  New  cases  of  polio  (world) 

Data  source:  WHO  Commission  for  the  Certification  of  Polio 

FY03:0 
FY02:  0 
FYOl:  0 
FYOO:  0 

FY02:  1729 
FYOl:  537 
FYOO:  2,971 

Eradication  (complete  eradication  expected  in  2005) 

2.2  Tuberculosis  case  rate  per  100,000  (USA) 

FY03:  2.5 

Data  source:  Infectious  disease  surveillance  system,  CDC.  Healthy 
People  2010  target  is  1.0  new  cases  per  100,000  population  (ie 
"elimination"^ 

FY02:  2.8 
FYOl:  3.2 
FYOO:  3.5 

FY02:  03/03 
FYOl:  5.6 
FYOO:  5.8 

Section  2(b)  FY  2002  Performance  Summary:  Goals  2.3-2.7 


OPHS  no  longer  includes  the  Office  of  Emergency  Preparedness,  which  contributed  most 
directly  to  the  goals  in  this  area.  However,  activities  through  the  first  half  of  2002  are  included 
here. 

OPHS  helped  coordinate  the  government's  response  to  the  demands  placed  on  the  United  States 
blood  supply  by  the  events  of  September  1 1 ,  2001 .  OPHS  activities  in  this  area  include 
preparation  for  a  meeting  of  the  HHS  Advisory  Committee  on  Blood  Safety  and  Availability  on 
January  3 1  and  February  1 ,  2002  to  discuss  what  lessons  can  be  learned  from  the  events  of 
September  11,  2001  that  could  improve  the  safety  and  availability  of  the  United  States  blood 
supply. 

OPHS  continued  to  address  potential  widespread  public  health  threats,  including  the  threat  of  an 
influenza  pandemic. 

NVPO  coordinated  pandemic  influenza  planning  to  improve  ongoing  efforts  for  the  prevention 
and  control  of  influenza  in  the  United  States.  Included  in  these  efforts  is  the  development  of  the 
Pandemic  Influenza  Action  Plan.  The  goal  of  this  plan  is  to  limit  the  total  burden  of  disease 
caused  by  an  influenza  pandemic,  including  social  disruption  and  economic  loss.  To  achieve 
this  goal,  three  objectives  are  identified:  strengthen  global  and  domestic  surveillance  capabilities 
to  increase  the  likelihood  of  early  detection  of  an  influenza  pandemic  and  effective  tracking  of 
its  spread,  strengthen  national  readiness  to  respond  to  an  influenza  pandemic,  and  strengthen  the 
infrastructure  on  which  the  plan  depends. 

In  addition  to  the  threat  of  an  influenza  pandemic,  OPHS  continued  to  prepare  for  other  potential 
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public  health  disasters.  The  primary  mission  of  the  Office  of  Emergency  Preparedness  (OEP)  is 
to  assist  in  the  management  and  coordination  of  the  Federal  health,  medical  and  health-related 
social  service  response  and  recovery  to  major  emergencies,  Federally  declared  disasters  and 
terrorist  acts.  As  such,  OEP  directs  a  major  national  initiative,  the  Metropolitan  Medical 
Response  System  (MMRS)  development  program,  which  provides  a  mechanism  to  forge  a  local 
integrated  response  which  links  multiple  local,  State  and  Federal  agencies  as  well  as  private 
health  care  institutions  that  will  serve  as  the  initial  responders  to  any  weapon  of  mass  destruction 
(WMD)  event. 


Performance  Measures 


Performance  Measures 

Targets 

Actual  Performance 

2.3  Number  of  Metropolitan  Medical  Response 
Systems  (MMRS) 

Data  Source:  OPHS  administrative  files 

FY03:  122 
FY02:  122 
FYOl:  97 
FYOO:  72 

FY02:  122 
FYOl:  974 
FYOO:  72 

2.4  Number  of  Metropolitan  Medical  Response 
Systems  (MMRS)  with  bioterronsm  capabilities 

Data  Source:  OPHS  administrative  files 

FY03:  122 
FY02:  97 
FYOl:  72 
FYOO:  47 

FY02:  97 
FYOl:  72 
FYOO:  47 

Blood  Safety  Measures 

2.5  Proportion  of  the  estimated  300,000  living 
recipients  of  blood  and  blood  products  who  have  been 
notified  of  their  potential  hepatitis  C  exposure 

Data  source:  FDA.  FDA  blood  safety  inspections  that 
include  Hepatitis  C  lookback  began  in  October  2001. 

FY02:  100% 
FYOl:  100% 
FYOO:  100% 

FY02:  03/03 
FYOl:  100% 
FYOO:  -30% 

2.6  The  amount  of  adequate  reserve  quantities  of 
immunoglobulin  product  for  domestic  use,  as 
determined  by  the  monthly  report  of  the  Plasma 
Products  Therapeutics  Association,  which  monitors 
statistics  on  US  distribution  and  size  of  the  emergency 
supply  of  plasma  derivative  products 
Data  source:  FDA 

FY03:  76kg 
FY02:  76kg 
FYOl:  76kg 
FYOO:  76kg 

FY02:  03/03 
FYOl:  76kg 
FYOO:  76kg 

2.7  Qualitative  narrative  describing  the  effectiveness 
of  the  rapid  communication  procedure  for  notification 
of  the  Blood  Safety  Director  and  members  of  the  Blood 
Safety  Committee  for  important  developments  related 
to  blood  safety  from  OPDIVs 

FY03:  1 
FY02:  1 
FYOl:  1 
FYOO:  1 

FY02:  03/03 
FYOl:  1 
FYOO:  1 
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Current  Priority  3:  Eliminate  Racial  and  Ethnic  Health  Disparities 
Section  3  FY  2002  Performance  Summary:  Goals  3.0-3.11 

Several  efforts  have  been  undertaken  within  OPHS  to  eliminate  the  disproportionate  burdens  of 
disease  carried  by  racial  and  ethnic  minority  populations. 

OWH  funded  four  National  Centers  of  Leadership  in  Academic  Medicine  (COL),  including  one 
at  Meharry  Medical  College  that  served  as  a  demonstration  project.  These  Centers  had  the 
following  goals:  (1 )  to  foster  gender  equity  in  medicine,  and  (2)  to  promote  the  leadership 
advancement  of  junior  faculty,  who  tend  to  be  disproportionately  women  and  minorities,  into 
senior  faculty  positions.  Over  100  professional  publications/manuscripts,  and  presentations  have 
been  developed  by  the  four  Centers.  Each  Center  institutionalized  their  program  by  placing  the 
administration  of  their  programs  in  the  Office  of  the  Dean  and  by  providing  financial 
contributions  to  continue  these  programs.  In  2002,  the  Center  directors  served  as  advisors  on 
career  development  and  mentoring  for  the  National  Centers  of  Excellence  in  Women's  Health 
and  other  academic  centers.  This  fostered  the  duplication  of  the  COL  model  into  other  academic 
centers.  Initial  evaluation  of  the  Centers  has  revealed  that  they  have  contributed  to  the  retention 
and  recruitment  of  faculty  into  their  institutions  and  have  contributed  to  career  satisfaction 
amongst  their  faculty.  Final  technical  reports  will  be  completed  by  the  end  of  January  2003 
when  the  contract  expires. 

The  National  Women's  Health  Information  Center  (NWHIC)  created  a  specialty  section  on  its 
4woman.gov  web  site  specifically  geared  to  help  women  learn  more  about  the  leading  health 
concerns  of  minority  women.  It  puts  a  wealth  of  useful  information  together  in  one  place  for 
minority  women,  caretakers,  health  professionals,  and  researchers.  This  section  does  not  deal 
only  with  illness  and  disease;  it  takes  a  proactive  approach  to  health  by  featuring  a  "Nutrition 
and  Wellness"  section  dealing  with  issues  such  as  exercise  and  nutrition. 

To  increase  awareness  of  the  National  Women's  Health  Information  Center  (NWHIC)  to 
medically  underserved  populations,  OWH  has  engaged  in  a  series  of  marketing/promotional 
activities  and  partnerships.  Consultorio  Comunitario,  The  Community  Clinic  of  the  Air  (Dr. 
Elmer  Huerta),  a  daily,  live  phone-in  Spanish-language  radio  talk  show  in  which  listeners  ask 
Dr.  Huerta  questions  directly,  was  dedicated  in  part  to  promoting  National  Women's  Health 
Week  and  NWHIC  as  a  health  resource  for  women  the  week  of  May  12-18.  In  addition,  during 
the  summer  of  2002  advertisements  were  run  on  the  Urban  Radio  Networks  which  targets 
African  American  listeners.  Another  activity  is  the  purchase  and  placement  of  bus  cards 
advertising  NWHIC  in  six  major  cities.  Finally,  the  popular,  "A  Lifetime  of  Good  Health" 
booklet,  will  be  translated  in  Spanish  and  distributed  broadly. 

OPHS  continued  a  number  of  activities  to  promote  the  collection  of  health  data  and  the 
strengthening  of  data  infrastructures,  in  order  to  enable  the  identification  and  monitoring  of 
health  status  among  US  racial  and  ethnic  minorities,  the  nature  and  extent  of  health  disparities 
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affecting  them,  and  the  effects  of  initiatives  and  interventions  targeting  their  health  problems. 
For  example,  OMH  co-chairs  the  HHS  Data  Council's  Working  Group  on  Racial  and  Ethnic 
Data,  the  internal  advisory  group  to  the  Secretary  on  minority  health  data  and  statistics.  OMH 
maintains  the  HHS  Directory  of  Minority  Health  and  Human  Services  Data  Resources 
(Inventory)  of  1 82  major  data  collection  systems  sponsored  by  HHS.  The  Inventory  provides  a 
snapshot  of  the  HHS  data  collection  systems  that  make  their  data  available  to  the  public.  The 
Inventory  is  produced  for  policymakers,  administrators,  researchers,  and  the  public  as  a 
reference  document  on  data  resources  within  HHS  and  is  available  on  ASPE's  website 
(http://\\^^\aspe.os.HHS.gov/datacncl/datadirectorvQ. 

In  FY  2000,  OMH  conducted  a  preliminary  review  of  State  laws  and  regulations  which  prohibit 
the  collection  of  racial  and  ethnic  data  by  health  insurers  and  HMOs  in  the  private  market.  In 
FY  2001,  Phase  I  of  this  project  -  involving  the  review  of  State  laws,  regulations,  and  other 
written  policies  regarding  the  collection  of  racial  and  ethnic  data  in  health  care  -  was  completed. 
Subsequent  phases,  including  site  visits  to  selected  States  for  further  examination  of  relevant 
policies  and  practices,  will  be  completed  by  the  end  of  FY  2003. 

OMH  co-funded  a  comprehensive  study  of  HHS  data  collection  systems  and  practices  relating  to 
race  and  ethnicity  data.  The  study  was  mandated  by  Title  III  of  the  "Minority  Health  and 
Disparities  Research  Education  Act,"  which  directed  the  Secretary  to  contract  with  the  National 
Academy  of  Sciences  to  conduct  a  study  and  develop  a  report.  The  study  was  completed  in 
FY  2002.  OMH  will  be  central  to  the  dissemination  of  findings  and  identifying  opportunities  for 
the  implementation  of  recommendations.  Also,  in  FY  2002,  the  Office  of  Minority  Health 
completed  a  study  to  develop  and  test  a  uniform  information/data  set  (UDS)  for  evaluating  and 
assessing  the  impacts  of  OMH-funded  activities.  In  addition,  a  journal  article  on  the  UDS 
project  were  published  in  FY  2002. 

OPHS  continued  in  FY  2002  to  foster  service  demonstration  projects,  evaluations,  and  other 
studies  of  interventions  aimed  at  improving  health  and  the  health  care  system  to  strengthen  and 
expand  the  science  base  for  decision-making,  determine  model  approaches  and  best  practices, 
and  identify  and  overcome  barriers  to  health,  as  well  as  program  and  intervention  effectiveness. 

In  August  2000,  OMH  awarded  a  1 7-month  contract  to  the  Institute  of  Medicine  for  a  study 
entitled  Understanding  and  Eliminating  Racial  and  Ethnic  Disparities  in  Health  Care.  This 
study  was  mandated  by  Congress  in  FY  2000  appropriations  report  language  to  "assess  the 
extent  of  differences  in  the  kinds  and  quality  of  health  care  received  by  US  racial  and  ethnic 
minorities  and  non-minorities,  explore  factors  that  may  contribute  to  differences,  and 
recommend  policies  and  practices  that  eliminate  inequities."  The  results  of  this  study  were 
released  in  March  2002. 

As  a  response  to  the  1999  Institute  of  Medicine's  report,  To  Err  is  Human:  Building  a  Safer 
Health  System,  and  its  follow-up  report,  Crossing  the  Quality  Chasm,  OMH  is  proposing  in 
FY  2003  to  support  a  study  of  the  impact  of  cultural  and  linguistic  barriers  on  patient  safety  and 
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medical  errors.  This  study  would  investigate  the  interface  between  health  care  quality  assurance 
efforts  relative  to  patient  safety/medical  errors  reduction  and  the  challenges  posed  by  cultural 
and  linguistic  factors  to  effective  physician/health  plan  staff-patient  interactions,  clinical/staff 
encounters,  and  diagnosis  and  treatment  options.  Included  in  this  study  would  be  a  focus  on  how 
such  barriers  affect  physician,  staff,  and  member/patient  comprehension  and  member/patient 
compliance  with  care  and  treatment  regimens. 

By  the  end  of  FY  2003,  OMH  is  expected  to  complete  its  study  of  culturally  and  linguistically 
appropriate  services  (CLAS)  provided  by  managed  care  organizations  (MCOs)  serving 
racially/ethnically  diverse  and  vulnerable  populations.  In  FY  2002,  OMH  developed  an 
instrument  to  assess  the  nature  and  extent  of  CLAS  in  local  public  health  agencies  (LPHAs)  that 
was  modeled  after  the  tool  used  in  the  MCO  study.  The  LPHA  tool  was  pilot-tested  and  will  be 
distributed  as  part  of  the  final  report  for  the  project  by  the  end  of  FY  2003.  Any  LPHAs  and 
other  agencies  so  interested  will  then  be  able  to  use  the  tool  for  self-assessment  purposes  as  they 
deem  fit.  In  addition,  in  FY  2002,  OMH  initiated  and  completed  a  project  to  assess  the 
feasibility  of,  and  develop  a  plan  for,  conducting  a  study  of  the  nature  and  extent  of  CLAS  from 
the  perspective  of  the  consumers/patients  served  in  targeted  delivery  settings  or  communities 
across  the  country.  Issues  of  study  design,  sampling,  survey  instrument/  questionnaire  design, 
cultural  and  linguistic  appropriateness  in  the  conduct  of  the  survey  (readability,  translation  or 
interpretation  requirements),  focus  testing,  time  frames,  budgets,  etc.  were  considered  and 
weighed.  Deliverables  included  a  literature  review/scan  of  related  research  and  technical  design 
issues,  and  key  informant  interviews  with  technical  experts  within  and  outside  the  Federal 
government;  a  study  design  report  describing  three  options  at  varying  funding  levels,  with 
strengths  and  limitations  (or  pros  and  cons)  fully  discussed  for  each  option  and  recommendations 
for  the  best  option  to  use  keeping  a  balance  between  study  integrity,  cost,  complexity,  and  time; 
and  a  complete  evaluation  plan/design  for  the  recommended  option  for  conducting  the  study, 
including  tasks,  deliverables,  time  frames,  and  cost  estimates.  Cross-site  market  area  case 
studies  were  recommended  as  the  preferred  study  option. 

OMH  has  continued  to  support  its  principal  demonstration  grant  programs.  The  Office  funded 
1 1  continuations  and  nine  new  projects  under  the  Bilingual/Bicultural  Service  Demonstration 
Program  to  improve  the  ability  of  health  care  providers  and  other  health  care  professionals  to 
deliver  linguistically  and  culturally  competent  health  services  to  limited-English-proficient 
minority  populations.  It  also  funded  six  continuations  under  the  Minority  Community  Health 
Coalition  Demonstration  Program,  which  supports  projects  that  address  socio-cultural  barriers 
and  demonstrate  effective  coordination  of  integrated  community-based  screening,  outreach,  and 
other  enabling  services.  A  competitive  cycle  for  this  program,  renamed  the  Community 
Programs  to  Improve  Minority  Health  Grant  Program,  was  conducted  in  FY  2001  with  17  new 
awards  made  which  will  receive  funding  through  FY  2003. 

In  FY  2001,  OMH  established  the  Health  Disparities  Grants  in  Minority  Health  Program.  The 
Program  supports  local  pilot  and  small-scale  projects,  which  address  a  wide  range  of  health 
problems  and  issues  related  to  health  disparities  in  local  minority  communities.  In  FY  2002, 
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OMH  expanded  this  program  from  the  30  awards  made  in  FY  2001  to  40. 

OMH  has  also  continued  the  programs  funded  by  the  Minority  HTV7AIDS  Initiative.  These 
include  the  Technical  Assistance/Capacity  Development  Demonstration  Program  (TA/CD)  for 
HIV/AIDS-Related  Services  in  Highly  Impacted  Minority  Communities,  the  State  and  Territorial 
Minority  HIV/AIDS  Demonstration  Program,  and  the  Minority  Community  Health  Coalition 
Demonstration  Program  HIV/AIDS.  More  than  60  organizations  are  involved  in  these 
partnerships.  OMH  conducted  competitive  cycles  in  FY  2002  for  the  Technical 
Assistance/Capacity  Development  Demonstration  Program  (TA/CD)  for  HIV/AIDS-Related 
Services  in  Highly  Impacted  Minority  Communities,  and  the  Minority  Community  Health 
Coalition  Demonstration  Program  HIV/AIDS. 

OPHS  continues  to  affect  policies,  programs  and  practices  to  address  health  disparities.  OMH 
established  an  effective  mechanism  for  coordinating  the  various  departmental  minority 
initiatives  through  the  Departmental  Minority  Initiatives  Coordinating  Committee  (DMICC) 
which  the  DASMH  chairs.  The  DMICC  serves  as  the  coordinating  body  for  the  HBCU 
Initiative,  the  Hispanic  Agenda  for  Action,  the  Tribal  Colleges  and  Universities  Initiative,  and 
the  AAPI  Initiative.  In  addition,  as  part  of  our  efforts  to  streamline  the  minority  initiatives, 
OMH  entered  into  a  contract  to  develop  a  template  for  developing  a  uniform  five-year 
departmental  plan  and  annual  performance  report  for  all  four  minority  initiatives. 

OMH  has  also  continued  to  produce  high  quality  and  highly  sought  after  publications  that  appeal 
to  consumers,  universities,  State  offices  of  minority  health,  health  educators,  researchers,  and 
administrators.  During  the  past  two  years,  OMH  produced  more  than  a  dozen  issues  of  Closing 
the  Gap,  a  newsletter  available  both  electronically  through  the  Office  of  Minority  Health 
Resource  Center  (OMH-RC)  web  site  and  in  print.  Popular  issues  included  Cultural  Competency 
and  Oral  Health.  In  addition,  as  part  of  the  Congressional  Black  Caucus  (CBC)  Initiative,  OMH 
launched  HIV  Impact,  a  quarterly  publication  of  Closing  the  Gap,  which  addresses  HIV/AIDS- 
related  topics  as  they  affect  minority  populations. 

In  addition,  OPHS  is  currently  planning  the  first  of  three  "National  Leadership  Summits"  for 
eliminating  racial  and  ethnic  disparities  in  health  to  take  place  over  the  current  decade.  The 
purpose  of  these  summits  is  to  serve  as  vehicles  for  highlighting,  promoting,  and  applying  the 
knowledge,  experience,  and  expertise  of  hundreds  of  community-based  organizations  and 
partners  across  the  Nation  towards  more  strategic,  concerted,  and  effective  actions  aimed  at 
eliminating  racial  and  ethnic  disparities  in  health. 

Also  in  response  to  the  State  Minority  Health  Infrastructure  Study,  OMH  convened  a  National 
American  Indian/Alaska  Native  Health  Forum  in  September  2002  in  Denver,  Colorado.  Over 
300  participants  came  together  for  the  purpose  of  identifying  strategies  through  which  State, 
tribal,  and  Federal  governments  can  complement  and  supplement  their  respective  health  systems 
to  improve  the  health  of  Native  Americans,  including  those  who  are  not  Federally  recognized, 
and  to  identify  strategies  for  the  development  of  a  coordinated  plan  for  the  elimination  of  health 
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disparities  impacting  American  Indian/Alaska  Native  communities. 

OMH  continued  to  expand  the  capability  of  the  Congressionally-mandated  Minority  Health 
Resource  Center  (OMH-RC)  to  develop  information  and  technical  assistance  services  dedicated 
to  minority  health-related  HIV/ AIDS  issues.  OMH-RC s  HTV/AIDS  services  team  worked  to 
increase  awareness  of  HIV/ AIDS  among  minorities  and  support  organizations  that  serve 
minorities.  At  the  end  of  FY  2002,  OMH  convened  ten  regional  skills-building  meetings  for 
community-based  organizations  and  trained  175  community  representatives  through  these 
venues.  Another  27  organizations  received  on-site  technical  assistance  and  81  organizations 
received  technical  assistance  by  phone,  fax,  and  e-mail.  A  total  of  7000  client  contacts  were 
made  for  technical  assistance  purposes. 

OMH-RC  also  houses  the  Minority  Reviewers  Database,  developed  by  OHAP/OPHS  to  make 
representatives  of  community-based  organizations  who  have  been  trained  in  reviewing  grant 
proposals  more  widely  available  to  Federal  agencies  conducting  HIV  grant  reviews.  Information 
and  outreach  specialists  can  be  reached  by  telephone  toll  free  at  1-800-444-6472  or  by  e-mail  at 
info@omhrc.gov.  The  monthly  newsletter,  Closing  the  Gap  and  the  quarterly  HIV  Impact  have 
more  than  40,000  subscribers.  Furthermore,  in  February  2000,  OMH  launched  a  website 
dedicated  to  the  Department's  Minority  HIV/ AIDS  Initiative.  This  web  site  provides 
information  on  current  news,  funding,  technical  assistance,  prevention  and  living  with 
HIV/AIDS,  and  includes  links  to  reports,  archives,  and  both  Federal  and  non-Federal  sites.  Web 
pages  for  the  Minority  HIV/ AIDS  Initiative  are  projected  to  draw  more  than  300,000  hits  during 
FY  2002. 

OMH  has  continued  to  establish  and  strengthen  networks,  coalitions,  and  partnerships  to 
identify  and  solve  health  problems  and  concerns  affecting  racial  and  ethnic  minorities.  Under 
the  State  Partnership  Initiative,  designed  to  assist  State  minority  health  entities  in  developing  or 
expanding  their  existing  infrastructure  and  capacity  to  address  racial  and  ethnic  health 
disparities,  OMH  awarded  contracts  to  1 2  State  minority  health  entities  in  FY  2000.  In  FY  2002, 
as  part  of  this  initiative,  OMH  is  continuing  support  for  ten  projects  that  demonstrate  best 
practices  and  innovative  ways  to  address  health  disparities  at  the  State  and  local  levels.  In  2003, 
OMH  hopes  to  include  projects  to  help  improve  State  public  health  entities'  ability  and  capacity 
for  communicating  and  working  with  various  racial  and  ethnic  minority  community 
organizations  to  develop  and  communicate  disaster  and  emergency  preparedness  plans.  Funding 
for  15  new  projects  is  planned. 

In  November  2001,  OPHS  in  collaboration  with  OASPA,  initiated  a  new  partnership  with  the 
ABC  Radio  Networks  and  ABC  Radio's  Urban  Advantage  Network  to  inform  minority 
communities  on  ways  to  achieve  better  health  and  close  the  health  gaps  between  them  and  the 
rest  of  the  US  population.  This  partnership  aims  to  inform  and  educate  African  Americans  about 
the  health  gap  and  empower  individuals  to  adopt  healthier  lifestyles  through  a  health  information 
and  education  campaign  entitled  "Closing  the  Health  Gap:  Reducing  Health  Disparities 
Affecting  African  Americans."  To  date,  detailed  health  messages  are  airing  in  10-,  30-,  and  60- 
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second  public  service  announcements  on  240  radio  stations  across  the  US  In  addition,  another 
major  component  of  this  campaign,  announced  by  the  Secretary  in  April  2002,  was  'Take  a 
Loved  One  to  the  Doctor  Day,"  which  was  held  on  September  24, 2002  and  was  designed  to 
encourage  all  Americans,  especially  minorities  to  become  more  involved  in  their  health  care. 
"Take  a  Loved  One  to  the  Doctor  Day"  included  more  than  400  national,  State,  local  and 
community  based  partners.  Over  200  communities  in  47  States,  DE,  and  Puerto  Rico  convened 
health  activities  on  that  day. 


Performance  Measures 


Performance  Measures 

Targets 

Actual 
Performance 

3.0  Collect  and  establish  baseline  and  comparison  data  for  all 
measures  under  this  goal  and  relevant  racial  and  ethnic  groups  for 
which  no  data  are  currently  available.  (To  establish  interim  targets, 
staff  will  determine  the  difference  between  the  current  baseline  and 
the  2010  target  and  propose  a  10%  improvement  in  the  disparity  per 
year.  At  least  current  levels  will  be  maintained  for  any  group(s) 
already  at  or  better  than  the  target.) 

Data  Source:  Healthy  People 

FY02:  11  of  11 
FY01:  11  of  11 
FY00:  11  of  11 
FY99:  11  of  11 

FY02:  10/04 
FY0I:  10/03 
FY00:7ofll 
FY99:5ofll 

Performance  Measure 

Race/Ethnicity 

Targets 
2003  2002  2001  2000 

Baseline/Actual 
Performance 

2001  2000  1999  1998 

3.1  Infant  mortality  rate 
per  1,000  live  births 

HP2010  Objective  16-lc 
HP2010  target  is  4.5 

Whites 

Blacks 

Hispanics 

AI/ANs 

APIs 

5.34    5.46    5.58  5.710.8  11.7 

1 

2 

6 

1 
3 

5 

5.34  5.46  5.58  5.7  7.16  7.54  7.92 
8.3 

4.78  4.82  4.86  4.9 

06/03  5.7  5.8  6.0 
13.5  14.0  13.8 
5.7  5.7  5.8 
8.3  9.3  9.3 
4.9  4.8  5.5 

3.2  Mammogram  within 
past  2  years 
(women  40+) 
HP2010  Objective  3- 13 
HP2010  target  is  70% 

White  women 
Black  women 
Hispanic  women 
A  I/AN  women 
API  women 

7171  7171 

68.6  68.4          68.2  68 

65.1  64.4          63.7  63 

57.4  55.6  53.8  52 

60.9  59.6          58.3  57.0 

03/03  71%  71%  67% 
68%  71%  66% 
63%  66%  61% 
52%  63%  45% 
57%  59%  61% 

3.3  Pap  test  within  past  3 
years  (women  18+) 

White  women 
Black  women 

84.4  83.6            82.8  82.0 
85.8  85.2            84.6  84.0 

03/03  82%  81%  79% 
84%  84%  83% 
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Baseline/Actual 

Performance  Measure 

Race/Ethnicity 

Targets 

Performance 

2003  2002  2001  2000 

2001  2000  1999  1998 

rirYUlU  UDjecnve  i-i  ID 

Hispanic  women 

ou.y  iy.0               l&.j  1  /.v 

T70/      H£JS/  ~IAQ/ 
1  I  /O      lO  /o  /4% 

HP20 10  target  is  90% 

AI/AN  women 

80.9  79.6           78.3  77.0 

77%  90%  72% 

API  women 

73.9  71.6           69.3  67.0 

67%  66%  67% 

3.4  Coronary  heart 

White 

186  188.8   191.7  194.5 

07/03  193  194.5  206 

disease  death  rates  (age- 

Black 

208.3214.3  220.4  226.4 

243  226.4  252 

adjusted) 

Hispanic 

Ii8.41Jo.4  IjS.4 

liD  lis. 4  145 

HP20 10  Objective  12-1 

AI/AN 

124  124  Not  Set  Not  Set  115  115 

124  DSU  126 

HP2010  target  is  166 

API 

Not  Set  Not  Set 

115  DSU  123 

3.5  Stroke  death  rates 

White 

55.7  56.8  57.9  59 

07/03  59  59.8  58 

(age-adjusted) 

Black 

71.8  75.2  78.6  82 

82  82.4  80 

Hispanic 

3939  3939 

39  40  39 

HP2010  Objective  12-7 

AI/AN 

4040  Not  Set  Not  Set  51.5  52  Not 

40  DSU  38 

JrlrzU  1 U  target  is  48 

A  DI 

Art 

Set  Not  Set 

3.6  Rate  of  lower 

Whites 

2.92  3.08          3.15  3.3 

06/04  06/03  3.4  3.3 

extremity  amputations  in 

Blacks 

Not  Set  Not  Set  Not  Set  Not  Set 

7.3  DSU 

persons  with  diabetes 

Hispanics 

Not  Set  Not  Set  Not  Set  Not  Set 

DSU  DSU 

(per  1,000  diabetic 

AI/ANs 

Not  Set  Not  Set  Not  Set    Not  Set 

DSU  DSU 

patients) 

APIs 

Not  Set  Not  Set  Not  Set    Not  Set 

HOT  T  T"\OT  T 

HP  2010  Objective  5.10 

HP2010  target  is  1.8 

3.7  New  cases  (per 

Whites 

100.4103.6  106.8  110 

10/03  110  108.3  103 

1,000,000)  of  end-stage 

Blacks 

320.2354.8  389.4  424 

424  315.6  321.3 

renal  disease 

Hispanics 

225.7246.8        267.9  289 

289  161.9  161.1 

HP2010  Objective  4-7 

AI/ANs 

378.3421.2  464.1  507 

507  334.5  404.4 

HP2010  target  is  78 

APIs 

153.6164.4         175.2  186 

186  128.8  129.9 

3.8  Incidence  of 

White  males 

lu.l  11.4              11. 1        14. U 

V/fUi  14  lo.z  DinL. 

diagnosed  AIDS  cases 

Black  males 

Id. 1  oj.8            yo.4       1U  / 

ID  /  1^4.8  DINC 

among  adolescents  and 

Hispanic  males 

33.3  37.9           42.6  47.2 

47.2  54.4  52.2 

adults  (per  100,000) 

AI/AN  males 

12.4  14  15.7  17.3 

17.3  18  14.5 

HP  2010  Objective  13.1 

API  males 

5.3  5.966.6  7.2 

7.2  7.6  7.8 

HP2010  target  is  1 

white  females 

07/03  2.2  2.3  DNC 

Black  females 

32.4  36.9           41.4  45.9 

45.9  49  DNC 

Hispanic  females 

9.9611.24  12.5213.8 

13.8  14.9  13.8 

AI/AN  females 

2.61  2.84           3.07  3.3 

3.3  5.0  4.5 

API  females 

1.49  1.56           1.63  1.7 

1.7   1.4  1.2 

3.9  HIV  mortality  rate 

White  males 

3.71  4.14           4.57  5.0 

07/03  01/03  5.04.6 

Black  males 

236.2  269.8       303.5  337.1 

337.1  34 

Hispanic  males 

8.26  9.34          10.42  11.5 

11.5  10.7 

AI/AN  males 

Not  Set  Not  Set  Not  Set  Not  Set 

DSU  4.0 

API  males 

Not  Set  Not  Set  Not  Set  Not  Set 

DSU  1.4 
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oaseiine/ Actual 

Performance  Measure 

Race/Ethnicity 

Targets 

Performance 

2003  2002  2001  2000 

2001  2000  1999  1998 

White  females 

.91  .94  .97 

1.0 

07/03  03/03  1.0  .8 

Black  females 

9.59  10.86 

12.13 

13.4 

11  a  no 
1.J.4 

nr  \jujccuve  ij-ih 

Hispanic  females 

2.38  2.622.86 

3.1 

3  12  8 

ttrzuiu  target  is  u.  / 

AT/ A XI  fsttnlot 

/\i//vxN  iemaics 

Not  Set  Not  Set 

Not  Set  Not  Set 

Ari  iemaics 

Not  Set  Not  Set 

Not  Set 

Not  Set 

UoU  JJoU 

3.10  Child 

immunization  ** 

coverage 

White 

84.0  84.0  85.5  86.6 

85.885.2  84.6  8 

1.0 

DPT  4  doses 

Black 

80.278.8  77.4  76.0 

77.0  76.0  79.0  77.3 

HP2O10Obj.l4-22a 

Hispanic 

82.381.2  80.1  79.0 

83.0  79.0  80.2  80.5 

HP2010taiget  is  90% 

AI/AN 

79.578.0  76.5 

75.0 

77.0  75.0  80.2  82.9 

API 

86.586.0  85.5  85.0 

DNA85.0  86.8  89.1 

White 

95  95    95  95 

94  95  94.8  95 

HJB  3  doses 

Black 

93  93    93  93 

89  93  91.8  90.1 

HP  2010  Obj.  14-22b 

Hispanic 

91  91  91 

91 

92  91  92.0  91.7 

HP20 10  target  is  90% 

AI/AN 

on  Qn   on  on 

93  90  91.4  90.0 

API 

92  92    92  92 

DNA  92  90.2  92.3 

White 

92  92    92  92 

92  92  92.4  93.3 

MMR 1  dose 

Black 

88.6  88.4 

88.2  88 

89  88  89.8  88.9 

HP2010Obj.  14-22d 

Hispanic 

90  90    90  90 

92  90  90.2  91.2 

HP2010  target  is  90% 

AI/AN 

88.9  87.6 

87.3  87 

93  87  91.7  91.4 

API 

90  90    90  90 

DNA  90  92.7  92.4 

White 

91  91    91  91 

90  91  88.9  88.3 

Black 

89.3  89.2 

89.1  89 

Hepatitis  B 

85  89  86.5  83.7 

3  doses 

Hispanic 

88.688.488.2  8 

90  88  87.3  85.7 

HP  201  Obj.  14-22c 

AI/AN 

91  91 

91 

91 

87  91  DSU81.6 

HP2010  target  is  90% 

API 

91  91    91  91 

DNA  91  88.2  89.0 

White 

73.2  70.8 

68.4  66 

75  66  56.0  41.9 

Varicella  1  dose 

Black 

73.9  71.6 

69.3  67 

76  67  57  6  4?  4 

HP  2010  Obj.  14-22f 

Hispanic 

76  74    72  70 

80  70  60.5  46.9 

HP20 10  target  is  90% 

AI/AN 

70.4  67.6 

64.8  62 

69  62DSU28.0 

API 

80.9  79.6 

78.3  77 

O  "7*7  £LA  f\     C\  £ 

52  77  64.0  52.6 

White 

91  91    91  91 

90  91  90.3  92.2 

Polio  3  doses 

Black 

87.9  87.6 

87.3  87 

85  87  87.0  87.8 

HP  2010  Obj.  14-22e 

Hispanic 

88.6  88.4 

88.2  88 

91  88  89.4  88.9 

HP20 10  target  is  90% 

AI/AN 

90  90  90 

90 

88  90  88.2  85.1 

API 

93  93    93  93 

DNA  93  90.1  93.4 

3.11  Adult 

immunization  coverage 
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Performance  Measure 

Race/Ethnicity 

Targets 
2003  2002  2001  2000 

Baseline/Actual 
Performance 

2001  2000  1999  1998 

Non-institutionalized 
adults  65+ 

Influenza 

HP  2010  Obj.  14-29a 
HP  target  is  90% 

Pneumococcal 

HP  2010  Obj.  14-29b 
HP2010  target  is  90% 

White 

Black 

Hispanic 

AI/AN 

API 

White 
Black 
Hispanic 
AI/AN 

A  DT 

73.270.8    68.4  66 
60.656.4    52.2  48 
66.262.8    59.4  56 
Not  Set  Not  Set  Not  Set 
69.066.0    63.0  60.0 

66.262.8    59.4  56 
48.7  42.8  36.9  31 
48.7  42.8  36.9  31 
Not  Set  Not  Set  Not  Set 
57.152.4  47.7 

Not  Set 

Mot  Set 
43 

06/03  66  68%  65% 

48  51%  46% 

56  56%  51% 
DSU  DSU  DSU 
60  71%  68% 

06/03  56  53%  48% 
31  33%  26% 
31  29%  23% 
DSU  DSU  DSU 

A1  A  AO/  1/LQ/ 

43  4U%  .30% 

Non-institutionalized 
hieh-risk  adults  18-64 

Influenza 

HP  2010  Obj.  14-29c 
HP  2010  target  is  60% 

White 
Black 
Hispanic 
AI/AN 
a  pi 

38.335.2    32.1  29 
35.532.0    28.5  25 
35.532.0    28.5  25 
41.839.2  36.6  34 
37.634.4    31.2  28 

02/03  29%  28%  27% 
25%  25%  23% 
25%  27%  24% 
34%  28%  29% 
28%  23%  30% 

Pneumococcal 

HP2010Obj.l4-29d 
HP2010  target  is  60% 

White 

Black 

Hispanic 

AI/AN 

API 

29.224.8    20.4  16 

28.524.0    19.5  15 

25.020.0    15.0  10 

37.634.4  31.2  28 

Not  Set  Not  Set  Not  Set  Not  Set 

02/03  16%  14%  13% 
15%  16%  14% 
10%  8%  11% 
DSU  28%  25% 
DSU  DSU  DSU 

Institutionalized  adults 
Influenza 

White 

Black 

Hispanic 

AI/AN 

API 

White 

Black 

Hispanic 

AI/AN 

API 

73.2  70.8  68.4  66 

71.8  69.2   66.6  64 
72.5  70.0   67.5  65.0 

Not  Set  Not  Set  Not  Set  Not  Set 
Not  Set  Not  Set  Not  Set  Not  Set 

54.3  49.2   44.1  39 
48  42       36  30 

52.9  47.6  42.3  37 

Not  Set  Not  Set  Not  Set  Not  Set 
Not  Set  Not  Set  Not  Set  Not  Set 

02/05  02/04  66%  DNC 
64%DNC 
65%  DNC 
DSU  DNC 
DSU  DNC 

02/05  02/04  39%  DNC 
30%  DNC 
37%  DNC 
DSU  DNC 
DSU  DNC 

HP  2010  Obj.  14-29e 
HP  2010  target  is  90% 

Pneumococcal 

HP  2020  Obj.  14-29f 
HP2010  target  is  90% 

DSU  -  Data  statistically  unreliable;  DNC  =  Data  not  collected. 
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Part  III:  Appendix  to  OPHS  FY  2004  Performance  Plan 


Appendix  L  Linkage  to  HHS  Strategic  Plan 


Preventing  Disease  and  Illness 

Strengthening  Prevention 

National  Vaccine  Program  Office, 
Office  of  Disease  Prevention  and 
Health  Promotion,  Office  of 
HIV/AIDS  Policy,  Office  of 
Minority  Health,  Office  of 
Population  Affairs,  Office  of  the 
Surgeon  General,  Office  on 
Women 's  Health,  Presidents 
Council  on  Physical  Fitness  and 
Sports 

Closing  Gaps  in  Health  Care 

Closing  Health  Gaps 

Office  of  Minority  Health,  Office  on 
Women 's  Health,  Office  of  Disease 
Prevention  and  Health  Promotion, 
Office  of  HIV/ AIDS  Policy,  Office 
of  Population  Affairs,  Office  of  the 
Surgeon  General 

Improving  Health  Science; 
Protecting  our  Homeland; 
Realizing  the  Possibilities  of  21" 
Century  Health  Care 

Strengthening  the  Public  Health 
Infrastructure,  including  the 
research  enterprise  and  data 
collection 

National  Vaccine  Program  Office, 
Office  for  Human  Research 
Protection,  Office  of  HIV/AIDS 
Policy,  Office  of  Research 
Integrity,  Office  of  the  Surgeon 
General,  Office  of  Military  Liaison 

and  Veterans  Affairs,  Office  of 
Disease  Prevention  and  Health 
Promotion,  Office  of  Minority 
Health,  Office  on  Women 's  Health 

Appendix  2.  Changes  and  Improvements  Over  Previous  Year 

Changes  are  presented  in  Part  II,  Program  Performance  Analysis.  There  were  no  changes  to 
goals  between  the  Final  FY  2003  Plan  and  the  Revised  Final  FY  2003  Plan. 

Appendix  3.  Partnerships  and  Coordination 

OPHS  values  collaboration  and  works  in  partnership  with  other  HHS  components,  as  well  as  a 
variety  of  other  Federal  agencies  (including  the  Departments  of  Education,  Justice,  Labor, 
Agriculture,  Defense,  State,  Transportation,  Commerce,  Energy,  Housing  and  Urban 
Development,  and  Veterans  Affairs;  the  Environmental  Protection  Agency;  the  Federal 
Emergency  Management  Agency;  and  the  US  Consumer  Product  Safety  Commission),  tribal, 
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State  and  local  governments,  health  departments  and  agencies,  the  academic  community,  health 
providers,  national  professional  associations,  tribal,  national  and  international  health-related 
organizations,  community-based  organizations,  minority  community-based  organizations,  faith- 
based  institutions,  the  media,  advocacy  groups,  the  business  community,  foundations,  the  public, 
Congress,  and  others.  Through  its  program  offices,  OPHS  has  established  close  ties  with 
stakeholders  who  are  critical  to  addressing  significant  public  health  and  science  issues  in  the 
Nation  and  around  the  world. 

See  the  sections  in  each  priority  area  on  "Promote  Effective  Partnerships"  and  "Lead  and 
Coordinate  Key  Initiatives  Within  and  on  Behalf  of  the  Department." 

Appendix  4.  Data  Verification  and  Validation 

New  Plan 

Shape  Policy  at  the  Local,  State,  National,  and  International  Level:  OPHS  will  assess  the 
changes  in  policies  and  programs  in  targeted  entities  with  which  it  works  that  can  be  attributable 
to  specific  OPHS  leadership,  such  as  the  number  of  States  and  communities  that  adopt  "Healthy 
People  2010"  plans  modeled  on  the  national  initiative.  Records  of  the  assessments  will  be 
maintained  by  individual  OPHS  offices  and  summarized  for  OPHS  GPRA  reporting. 

Communicate  Strategically.  OPHS  will  track  the  level  of  Website  visitors,  clearinghouse 
inquiries,  and  workshops  and  conferences  designed  to  disseminate  public  health  knowledge;  it 
will  track  the  number  of  new,  targeted  educational  materials  and  campaigns;  and  it  will  track 
media  coverage  of  specific  OPHS  initiatives  or  events. 

Promote  Effective  Partnerships:  OPHS  will  track  the  number  of  governmental  and  non- 
governmental organizations  that  change  their  agendas  and  programs  due  to  specific  interagency 
agreements  or  Memoranda  of  Understanding  with  OPHS. 

Strengthen  the  Science  Base:  OPHS  will  track  the  number  of  its  scientific  peer  reviewed  texts 
that  are  printed  by  GPO  or  in  professional  journals  and  the  number  of  findings  from  research, 
demonstration,  or  evaluation  studies  that  are  disseminated.  It  will  also  record  specific  data 
enhancements  that  are  attributable  to  OPHS  leadership,  such  as  the  reduction  in  "developmental" 
objectives  in  Healthy  People  2010  (i.e.  objectives  that  did  not  have  baseline  data  when  the  report 
was  published  in  2000)  or  the  reduction  in  data  cells  for  racial,  ethnic,  and  other  select 
population  groups  for  which  data  were  either  not  collected  or  not  analyzed.  Because  OPHS  does 
not  fund  these  data  systems,  such  improvements  must  be  achieved  indirectly. 

Lead  and  Coordinate  Key  Initiatives  Within  and  on  Behalf  of  the  Department:  OPHS  offices  will 
track  the  number  of  key  initiatives  that  it  convenes,  coordinates,  and/or  chairs  and,  as  a  subset, 
the  number  of  those  initiatives  that  result  in  unique,  substantive  outcomes. 
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Old  Plan 

Most  performance  measures  in  this  plan  were  selected  from  among  the  nationally-recognized 
health  objectives  of  Healthy  People  the  state-of-the-art  for  consensus  on  population-based 
health  status  outcomes.  Healthy  People  objectives  contain  ambitious  decade-long  targets. 
OPHS  based  its  performance  measures  for  FYs  1999  and  2000  on  objectives  from  Healthy 
People  2000  (launched  in  1990  with  health  targets  for  the  year  2000),  and  performance  measures 
for  FY  2001,  2002,  and  2003  on  Healthy  People  2010  (final  edition  released  November  2000 
with  health  targets  for  the  year  2010). 

For  the  purposes  of  this  performance  report,  OPHS  has  selected  targets  consistent  with  Healthy 
People  2010,  the  nation's  health  agenda  for  the  first  decade  of  the  twenty-first  century.  It 
contains  two  goals,  467  objectives,  and  28  focus  areas.  Each  year,  the  National  Center  for 
Health  Statistics  (NCHS)  at  the  Centers  for  Disease  Control  and  Prevention  publishes  the  most 
recent  data  on  progress  towards  the  Healthy  People  targets.  The  data  produced  by  NCHS  are 
compiled  from  State  and  local  public  agencies,  Federal  surveys  and  other  data  sources.  The  data 
are  used  for  a  wide  variety  of  purposes  by  Federal,  State  and  local  officials;  researchers; 
legislators;  the  media;  the  public;  and  others. 

OPHS  proposes  to  use  the  most  recently  published  NCHS  data  as  its  primary  source  for 
performance  measurement  whenever  possible.  For  performance  measures  that  are  not  included 
in  Healthy  People,  and  therefore  not  monitored  by  NCHS,  other  data  sources  have  been 
identified.  OPHS's  use  of  NCHS  data  provides  many  benefits.  For  example,  the  data  have  been 
subjected  to  intense  review  and  are  regarded  as  the  "gold-standard"  for  health  information. 
Without  NCHS  data,  OPHS  could  not  include  health  outcomes  -  of  the  utmost  importance  to 
Congress  and  the  American  public  -  as  performance  measures.  In  addition,  OPHS  will  not  need 
to  invest  significant  resources  in  the  development  of  monitoring  systems  for  its  performance 
measures.  These  factors  are  consistent  with  Congress's  intent  for  GPRA.  One  problematic 
aspect  of  relying  on  NCHS  data  is  that  there  will  be  a  lag  in  reporting  on  the  performance 
measures.  For  the  measures  based  on  mortality  or  death  rates,  the  lag  time  will  be  1  to  2  years; 
for  measures  based  on  behaviors  and  morbidity,  the  lag  time  is  likely  to  be  2  to  3  years.  On 
balance,  OPHS  considers  the  strengths  of  the  data  to  outweigh  the  weaknesses. 

For  those  performance  measures  based  on  Healthy  People  2010  objectives,  whenever  more 
recent  and  more  complete  baseline  or  actual  performance  data  are  available  from  the  Data  2010 
database  (http://wonder.cdc.  gov/data20 1 0/obj  .htm),  such  data  are  now  used  in  the  performance 
plan  and  report.  If  more  recent  and  more  complete  baseline  or  actual  performance  data  are  not 
available  from  Data  201 0,  then  data  are  obtained  from  the  specific  data  source  for  the  objective 
in  question  (e.g.,  National  Vital  Statistics  System,  HP// AIDS  Surveillance  System). 
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Appendix  5.  Performance  Measurement  Linkages 

Performance  Goal:  Cornmunicate  strategically.  OPHS  is  assessing  its  Internet  activities  to 
identify  opportunities  for  cost  savings  in  Web  site  support  contracts. 

OPHS  uses  evaluation  set-aside  funds  to  review  key  programs  that  contribute  to  one  or  more 
performance  goals. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

PUBLIC  HEALTH  AND  SOCIAL  SERVICES  EMERGENCY  FUND 

FY  2004  Budget  Page 

Appropriation  Language  and  Analysis  290 

Amounts  Available  for  Obligation  292 

Summary  of  Changes  293 

Budget  Authority  by  Activity  294 

Budget  Authority  by  Object  295 

Salaries  and  Expenses   297 

Authorizing  Legislation  299 

Appropriations  History  Table   300 

Justifications: 

General  Statement   302 

Assistant  Secretary  for  Public  Health  Emergency  Preparedness   305 

Cyber-Security  312 

Medical  Reserve  Corps  316 

Pandemic  Flu   319 
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APPROPRIATION  LANGUAGE  AND  ANALYSIS 
For  expenses  necessary  to  support  activities  related  to  countering  potential  biological, 
disease  and  chemical  threats  to  civilian  populations,  [$2,295,  1 84,000]  $ 1. 896. 1 4 9.000.  of  which 
$100.000.000  shall  be  for  activities  to  ensure  a  year-round  influenza  vaccine  production 
capacity  and  the  development  and  implementation  of  rapidly  expandable  production 
technologies:  Provided.  That  the  Secretary  of  Health  and  Human  Services  may  increase  funding 
for  such  pandemic  influenza  activities  by  transfer  of  up  to  $1 50.000.000  from  available 
unobligated  amounts  in  discretionary  accounts  (pursuant  to  the  Balanced  Budget  and 
Emergency  Deficit  Control  Act  of  J 985.  as  amended)  of  the  Department  of  Health  and  Human 
Services  funded  in  this  or  prior  appropriations  Acts;  Provided  further.  That  funding  for 
pandemic  influenza  activities  shall  remain  available  until  expended.  [Department  of  Health  and 
Human  Services  Appropriation  Act,  2002,  as  enacted  by  Title  II  of  PL  1 07- 11 6. J 
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LANGUAGE  ANALYSIS 


Language  Provision 

"$100,000,000  shall  be  for  activities  to 
ensure  a  year-round  influenza  vaccine 
production  capacity  and  the  development 
and  implementation  of  rapidly  expandable 
production  technologies:  Provided,  That  the 
Secretary  of  Health  and  Human  Services 
may  increase  funding  for  such  pandemic 
influenza  activities  by  transfer  of  up  to 
$150,000,000  from  available  unobligated 
amounts  in  discretionary  accounts  (pursuant 
to  the  Balanced  Budget  and  Emergency 
Deficit  Control  Act  of  1985,  as  amended)  of 
the  Department  of  Health  and  Human 
Services  funded  in  this  or  prior 
appropriations  Acts;  Provided  further,  That 
funding  for  pandemic  influenza  activities 
shall  remain  available  until  expended" 


Explanation 

Provides  funding  for  the  planning  and 
implementation  of  preparatory  activities  of 
influenza  vaccine  production. 
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AMOUNTS  AVAILABLE  FOR  OBLIGATION 


FY  2003 

FY  2002  President's  FY  2004 

Actual  Budget  Estimate 

Annual  appropriation                                 $2,887,263,000  $2,291,984,000  $1,896,149,000 

Rescission  pursuant  to  PL  107-206                      -1.396.000   -   ± 

Subtotal                                               2,885,867,000  2,291,984,000  1,896,149,000 

Real  transfer  to: 

Department  of  Homeland  Security               -1.216.453.000  -485.804.000   - 

Subtotal                                               1,669,414,000  1,806,180,000  1,896,149,000 

Comparable  transfers  to: 
CDC,  for  Health  Facilities  Construction 
and  Management  Fund,  for  facilities 

construction  and  security                             -46,000,000  -  - 

NIH,  for  research  and  laboratory 

construction  and  security                             -180,000.000   ^_   ^_ 

Subtotal                                               1,443,414,000  1,806,180,000  1,896,149,000 

Comparable  transfer  from: 
HRSA,  for  Poison  Control/Emergency 

Medical  Services  for  Children                       +43.683.000   -   - 


Subtotal,  adjusted  budget  authority    $1,487,097,000     $1,806,180,000  $1,896,149,000 


Unobligated  balance  (carry-over  funds 
available  for  obligation)   -99,484,060         285,91 8,710 

Real  transfer  to: 

Social  Security  Administration1   -532.859  -482.459 


Total  obligations   $1,587,113,919     $2,092,581,169  $1,896,149,000 


1  Funds  available  to  the  Social  Security  Administration  by  virtue  of  the  Determination  Order;  their 
unexpended  balance  at  the  time  of  their  departure  from  HHS  on  March  31, 1995. 
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SUMMARY  OF  CHANGES 

FY  2003  Request  (adjusted)    SI, 806, 180,000 

Total  estimated  budget  authority   1 ,806, 1 80,000 

FY  2004  Request   $1,896,149,000 

Total  estimated  budget  authority   1,896,149,000 

Net  change   +$89,969,000 

FY  2003  Base  Change  from  Base 

Budget  Budget 

(FTE)       Authority       CFTE)  Authority 

Increases: 

Pandemic  Flu                                                             $-  +$100,000,000 

Decreases: 
HRSA: 

Information  Technology  savings                           61 8,204,000  -3 1,000 

SAMHSA: 

Mental  health  program                                         10,000,000  -10.000.000 

Total  decreases   -10,031,000 

Net  Change   +$89,969,000 
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Public  Health  and  Social  Services  Emergency  Fund 

BUDGET  AUTHORITY  BY  ACTIVITY 
(Dollars  in  thousands) 


Actual  President's  Budget  Estimate 

FTE      Amount  FTE          Amount  FTE  Amount 

Bioterrorism                  45     1,487,097  82     $1,806,180  89  $1,796,149 

Pandemic  Flu                 -              -  -                -  -  100,000 
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BUDGET  AUTHORITY  BY  OBJECT 


FY  2003 
Pres  Budget 

Full-time  equivalent  employment1   82 

Average  SES  salary   $133,800 

Average  GS  grade    14.5 

Average  GS  salary   $91,450 

Personnel  compensation: 

Full-time  permanent   $21,596,000 

Other  than  full-time  permanent   2,271 ,000 

Other  personnel  compensation   2,022,000 

Subtotal,  personnel  compensation  ....  25,889,000 

Civilian  personnel  benefits    11,254,000 

Benefits  to  former  personnel    - 

Subtotal,  pay  costs   37,143,000 

Travel   3,492,000 

Transportation  of  things   30,000 

Rental  payments  to  GS  A   6,132,000 

Rental  payments  to  others    179,000 

Communications,  utilities, 

miscellaneous  charges    3,492,000 

Printing  and  reproduction    453,000 

Other  contractual  services: 

Advisory  and  assistance  services  . . .  29,385,000 

Other  services   30,396,000 

Purchases  of  goods  and  services  from 

Government  accounts   45,854,000 

Operation  and  maintenance  of 

facilities   55,043,000 

Research  and  development  contracts  51,242,000 

Medical  care   


FY  2004 
Estimate 

89 

$136,476 
14.5 
$93,279 


Increase  or 
Decrease 

+7 
+2,676 

+$1,829 


$22,653,000 
2,271,000 
2.022.000 
26,946,000 
11,483,000 

38,429,000 
3,492,000 
30,000 
6,132,000 
179,000 

3,492,000 
453,000 

28,099,000 
30,365,000 

45,854,000 


+$1,057,000 

+1,057,000 
+229,000 

+1,286,000 


1,286,000 
-31,000 


55,043,000 

151,242,000  +100,000,000 
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FY  2003 

President's 

r i 

Increase  or 

Budget 

Estimate 

Decrease 

Operation  and  maintenance  of 

$1,467,000 

$1,467,000 

Subsistence  for  Persons  

29.000 

29.000 

Subtotal,  other  contractual  services  . . . 

i  ^  *i  r\f\r\ 

213,387,000 

Tin  /\*7/"k  r\f\f\ 

312,070,000 

+98,683,000 

83,345,000 

83,345,000 

16,122,000 

16,122,000 

17,990,000 

17,990,000 

Grants,  subsidies  and  contributions  . . . 

1.424.386.000 

1.414.386.000 

-10,000.000 

Subtotal,  non-pay  costs   

1,769,037,000 

1,857,720,000 

+88,683,000 

Total  budget  authority  

$1,806,180,000 

$1,896,149,000 

+$89,969,000 
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SALARIES  AND  EXPENSES 
(Budget  Authority) 


FY  2003 
Pres  Budget 

Personnel  compensation: 

Full-time  permanent  (11.1)    $21,596,000 

Other  than  full-time  permanent  (1 1.3)  .  2,271,000 

Other  personnel  compensation  (11.5)  .  2.022.000 

Subtotal,  personnel  compensation  (11.9)..  25,889,000 

Civilian  personnel  benefits  (12.1)   11,254,000 

Benefits  to  former  personnel  (1 3.0)    - 

Subtotal,  pay  costs   37,143,000 

Travel  (21.0)    3,492,000 

Transportation  of  things  (22.0)  .......  30,000 

Rental  payments  to  others  (23.2)   179,000 

Communications,  utilities,  and 

miscellaneous  charges  (23.3)   3,492,000 

Printing  and  reproduction  (24.0)   453,000 

Other  contractual  services: 

Advisory  and  assistance  services  (25.1)  29,385,000 

Other  services  (25.2)    30,396,000 

Purchases  of  goods  and  services 

from  Government  accounts  (25.3)  . . .  45,854,000 

Operation  and  maintenance  of 

facilities  (25.4)   55,043,000 

Research  and  development  contracts 

(25.5)    51,242,000 

Medical  care  (25.6)   


FY  2004 
Estimate 


$22,653,000 
2,271,000 
2.022.000 
26,946,000 
11,483,000 

38,429,000 
3,492,000 
30,000 
179,000 

3,492,000 
453,000 

28,099,000 
30,365,000 


Increase  or 
Decrease 


+$1,057,000 

+1,057,000 
+229,000 

+1,286,000 


1,286,000 
-31,000 


45,854,000 
55,043,000 

151,242,000  +100,000,000 
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FY  2003 
Pres  Budget 

Operation  and  maintenance  of 
equipment  (25.7)    $1,467,000 

Subsistence  for  Persons   29.000 

Subtotal,  other  contractual  services  . . .  213,387,000 

Supplies  and  materials  (26.0)   83.345.000 

Total,  Salaries  and  Expenses   $341,550,000 


FY  2004 
Estimate 

$1,467,000 
29.000 
312,070,000 
83.345.000 


Increase  or 
Decrease 


+98,683,000 


$441,519,000  +$100,000,000 
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Public  Health  and  Social  Services  Emergency  Fund 


AUTHORIZING  LEGISLATION 


2003  2003  2004 

Amount  2003             Amount  Budget 

Authorized  Pres  Budget       Authorized  Request 

Public  Health  Security 
and  Bioterrorism 
Preparedness  and 

Response  Act  of  2002              -  $1,806,180,000           -  $1,896,149,000 
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FY  1995 
Appropriation 


APPROPRIATIONS  HISTORY  TABLE 
(Non-Comparable) 


Budget 
Estimate 
to  Congress 


House 
Allowance 


Senate 
Allowance 


Appropriation 


FY  1996 

Appropriation 

Rescission 


$900,000,000 
-13,000 


FY  1997 
Supplemental 
Appropriation 


15,000,000 


FY  1998 
Appropriation 


FY  1999 
Appropriation 
Y2K  Appropriation 


216,922,000 
189,053,000 


FY  2000 
Appropriation 
Rescission 


386,022,000        391,800,000        475,000,000  583,600,000 

-437,000 


FY  2001 
Appropriation 
Rescission 
Supplemental 
Appropriation 


264,600,000       286,600,000        264,600,000  241,231,000 

-282,000 

-  126,150,000 


FY  2002 
Appropriation 

(Labor/HHS/Ed) 

(Defense) 

Rescission 


250,619,000        300,619,000        250,619,000  242,949,000 
-  -  -  2,644,314,000 

-1,396,000 
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Public  Health  and  Social  Services  Emergency  Fund 


Budget 

Estimate  House  Senate 

to  Congress         Allowance  Allowance  Appropriation 

FY  2003 

Request  $1,806,180,000 


FY  2004 

Request  1,896,149,000 


FY  2004  Justification  of  Estimates  for  Appropriations  Committees 


Page  301 


401 


  Public  Heahh  and  Social  Services  Emergency  Fund  

PUBLIC  HEALTH  AND  SOCIAL  SERVICES  EMERGENCY  FUND 

FY  2002  FY  2003  FY  2004  Increase  or 

Actual         President's  Budget        Estimate  Decrease 

Budget  Authority  $1,487,097,000  $1,806,180,000  $1,896,149,000  +$89,969,000 
FTE  45  82  89  +7 

General  Statement 

The  events  of  September  1 1, 2001,  and  the  anthrax  attacks  that  followed  brought  many 
unforeseen  and  unprecedented  challenges  to  the  American  people.  The  public  health  and 
medical  response  was  a  defining  moment  in  history,  as  HHS  deployed  hundreds  of  health 
personnel  from  around  the  nation  and  activated  the  National  Pharmaceutical  Stockpile  to 
conduct  over  140  missions  throughout  the  fall  of  2001.  In  addition,  for  the  first  time  in  its 
history,  the  National  Disaster  Medical  System  (NDMS)  was  activated  1 2  times  in  less  than  a 
year  to  respond  to  acts  of  bioterrorism.  The  HHS  Bioterrorism  Program,  which  had  been 
established  in  1999  to  prepare  for  the  rare  possibility  of  domestic  terrorism,  responded  at  a  level 
consistent  with  the  President's  designation  of  HHS  as  the  lead  agency  for  bioterrorism 
preparedness. 

In  addition  to  this  recognition  by  the  President,  the  Department's  standing  as  a  major  contributor 
to  US  security  with  respect  to  the  health  and  medical  consequences  of  terrorism  was  formalized 
by  Congress,  with  the  passage  of  the  Public  Health  Security  and  Bioterrorism  Preparedness  and 
Response  Act  of  2002.  In  addition  to  providing  legislative  authorities  for  the  Department's 
ongoing  preparedness  and  response  activities,  this  Act  created  the  Office  of  the  Assistant 
Secretary  for  Public  Health  Emergency  Preparedness  (ASPHEP)  to  direct  and  coordinate  the 
efforts  of  the  Department  to  bolster  State  and  local  emergency  preparedness. 

The  goal  of  the  HHS  Bioterrorism  Program  is  to  ensure  sustained  public  health  and  medical 
readiness  for  our  communities  and  our  nation  against  a  biological  agent  attack  or  epidemic 
disease.  The  objectives  of  the  HHS  Bioterrorism  Program  are  as  follows: 

•        To  develop  the  critical  public  health  infrastructure  and  core  capacities  necessary  to 

ensure  that  communities  and  States  can  detect  and  control  infectious  disease  outbreaks 
that  may  be  terrorist-induced  or  naturally  occurring. 

To  enhance  capacities  at  a  National  level  for  epidemic  detection  and  control, 
pharmaceutical  and  vaccine  development  and  acquisition,  and  laboratory  expertise  and 
security. 
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To  ensure,  in  collaboration  with  the  Department  of  Homeland  Security,  an  adequate 
pharmaceutical  stockpile  to  support  the  medical  and  public  health  response  to  a 
bioterrorism  incident  or  naturally  occurring  epidemic  of  infectious  disease. 

To  participate  in  appropriate  international  and  national  initiatives  that  may  assist  in 
preventing  or  deterring  the  release  of  a  biological  weapon  and/or  mitigating  the  public 
health  consequences  of  such  a  release. 

To  educate  the  public  health  and  medical  workforce  for  bioterrorism  preparedness  and 
response. 

To  ensure  that  community  and  regional  health  care  systems  are  prepared  for  the  medical 
and  psychological  needs  of  victims  of  bioterrorism  and  other  public  health  emergencies. 

To  develop  an  effective  risk  communication  and  information  dissemination  strategy  for 
the  public. 

To  promote  a  national  bioscience  research  and  development  effort  related  to  civilian 
biodefense. 


•  To  coordinate  medical  and  public  health  preparedness  with  other  emergency 
preparedness  efforts  at  the  community,  State,  and  Federal  level. 

•  To  support  the  efforts  of  other  agencies  and  organizations  (e.g.,  Department  of  Justice, 
Department  of  Homeland  Security)  charged  with  first  responder  preparedness  and  other 
types  of  terrorism  response. 

•  To  support  the  efforts  of  the  Office  of  Homeland  Security  by  providing  health  and 
medical  leadership. 

HHS  is  committed  to  building  the  necessary  infrastructure  and  developing  the  requisite  resources 
through  the  efforts  of  CDC,  the  Office  of  the  Secretary  (OS),  NTH,  FDA,  and  HRSA.  For 
FY  2004,  HHS  proposes  an  investment  of  $3,596,504,000  to  continue  the  Department's 
Bioterrorism  Program:  $1,796,149,000  in  the  Public  Health  and  Social  Services  Emergency 
Fund  (PHSSEF),  and  $1,800,533,000  in  the  direct  appropriations  of  NIH  and  FDA  (please  see 
the  following  chart). 
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FY  2004  BIOTERRORISM  FUNDING  SOURCES 


Direct 

OPDIV  PHSSEF  Appropriations  TOTAL 

CDC   51,116,156,000  -  $1,116,156,000 

HRSA   618,173,000  -  618,173,000 

OS    61,820,000  -  61,820,000 

NIH   -  1,624,536,000  1,624,536,000 

FDA    =  175.819.000  175.819.000 

Total   $1,796,149,000  $1,800,355,000  $3,596,504,000 


The  FY  2004  request  for  the  OS  portion  of  the  PHSSEF  is  $61,820,000.  These  funds  will 
provide  the  needed  resources  to  support  OS  activities  for  a  more  comprehensive  program  to: 
prepare  for  the  health  and  medical  consequences  of  bioterrorism  and  other  public  health 
emergencies;  and  continue  the  Department's  cyber-security  efforts. 

The  budget  justification  that  follows  represents  funds  requested  within  OS,  the  Assistant 
Secretary  for  Public  Health  Emergency  Preparedness  (ASPHEP),  the  Assistant  Secretary  for 
Budget,  Technology  and  Finance  (ASBTF),  and  the  Office  of  the  Surgeon  General  (OSG)  within 
the  Office  of  Public  Health  and  Science  (OPHS).  Funding  for  CDC  and  HRSA  are  also  included 
in  the  PHSSEF;  however,  the  justifications  for  these  requests  are  found  in  those  agencies' 
individual  budget  submissions. 
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ASSISTANT  SECRETARY  FOR  PUBLIC  HEALTH 
EMERGENCY  PREPAREDNESS 


FY  2002 
Enacted 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$48,775,000 
45 


$41,820,000 
80 


$41,820,000 
87 


Purpose  and  Method  of  Operations 

The  Office  of  the  Assistant  Secretary  for  Public  Health  Emergency  Preparedness  (ASPHEP)  was 
established  to  direct  the  Department's  efforts  in  preparing  for,  protecting  against,  responding  to, 
and  recovering  from  acts  of  bioterrorism  and  other  public  health  emergencies  that  affect  the 
civilian  population.  ASPHEP  serves  as  the  focal  point  within  HHS  for  these  activities,  directing 
and  coordinating  the  development  and  implementation  of  a  comprehensive  HHS  strategy.  To 
carry  out  this  strategy,  ASPHEP  performs  the  following  functions: 

•  Leadership  for  HHS  Bioterrorism  activities:  The  HHS  bioterrorism  effort  requires  the 
diverse  and  unique  skills  of  scientists,  public  health  experts  and  health  care  providers  at 
NIH,  CDC,  FDA,  HRSA  and  SAMHSA  ASPHEP  focuses  the  activities  of  these 
agencies,  provides  program  oversight  and  is  the  Secretary's  public  health  emergency 
representative  to  other  Federal,  State  and  local  organizations.  This  leadership  has  been 
demonstrated  in  ASPHEP's  direction  of  HHS  resources  to  carry  out  the  President's 
commitment  that  a  smallpox  vaccination  is  available  for  every  US  citizen. 

•  Direction  and  Coordination  of  State  and  Local  Preparedness  Funding:  Within  a  four- 
month  period  over  the  past  year,  under  the  leadership  of  ASPHEP,  the  Department 
designed  a  program  and  awarded  and  released  approximately  $1.1  billion  to  50  States,  4 
major  cities  and  the  American  territories.  ASPHEP  organized  a  process  that  enabled  the 
review  and  approval  of  approximately  120  State  workplans  within  30  working  days.  The 
primary  result  of  this  process  was  a  coordinated  national  approach  to  public  health 
emergency  preparedness  consistent  between  public  health  departments  and  hospitals,  the 
key  service  providers  that  will  be  needed  in  a  bioterrorism  event. 

•  Vaccine  and  Pharmaceutical  Research  and  Development:  ASPHEP's  Advanced 
Research  program  provides  oversight  and  supervision  to  vaccine  production  contracts 
managed  by  CDC  and  research  efforts  carried  out  by  NIH  and  FDA.  ASPHEP  will 
provide  continuing  direction  and  guidance  on  the  development  of  new  vaccines  and 
therapeutics  that  can  be  used  against  smallpox,  anthrax  and  other  potential  agents  of 
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bioterrorism. 

•  Global  Infectious  Disease  Outbreak  Control.  ASPHEP  has  led  planning  meetings 
regarding  international  disease  surveillance  with  infectious  disease  specialists  from  CDC 
and  the  military,  international  organizations  (WHO  and  PAHO),  private  foundations  with 
an  expressed  special  interest  in  this  area  (Nuclear  Threat  Initiative  and  Lilly  Foundation), 
and  university-based  specialists  in  efforts  to  build  a  coherent  interlocking  set  of  systems 
that  will  be  able  to  detect  the  unusual,  determine  its  implications,  characterize  the 
causative  agents  in  the  laboratory,  and,  thus,  guide  both  immediate  epidemiological 
response  and  enhanced  preparedness  for  similar  future  events. 

•  Direction  of  all  HHS  Public  Health  Emergency  Resources:  Through  the  Secretary's 
Command  Center  (SCC)  and  the  Secretary's  Emergency  Response  Team  (SERT),  and 
Field  Preparedness  Officers  (FPO),  HHS  has  the  capacity  to  provide  advance  assessment 
of  public  health  emergencies  to  all  HHS  resources  at  CDC,  FDA,  NIH  and  HRSA. 
ASPHEP  has  been  designated  by  the  Secretary  to  lead  the  HHS  response  to  public  health 
emergencies.  In  a  bioterrorist  event,  or  other  public  heahh  emergency,  the  SCC,  the 
SERT  and  the  FPO's  function  as  the  Secretary's  command  assets  with  the  goal  of 
ensuring  that  HHS  resources  are  used  to  their  fullest  to  prevent  the  loss  of  life  during  a 
public  health  emergency,  including  a  bioterrorist  event. 

•  Emergency  Planning  and  Response  Coordination:  HHS  serves  as  the  Lead  Federal 
Agency  to  plan  for  and  respond  to  the  health  consequences  of  terrorist  incidents 
involving  weapons  of  mass  destruction.  Working  with  the  Department  of  Homeland 
Security  (DHS),  HHS  will  carry  out  its  role  as  the  lead  Department  for  Emergency 
Support  Function  (ESF)  #8  under  the  Federal  Response  Plan  (FRP).  ASPHEP  is  the 
action  agent  for  all  activations  of  ESF  8  and  independent  authorities  under  which  HHS 
responds  to  public  health  emergencies  through  the  Public  Health  Service  Act,  as 
amended,  42  U.S.C.,  Section  319  &  311. 

Continuity  of  Operations  (COOP)  /  Continuity  of  Government  (COG):  In  1998,  the 
White  House  issued  Executive  Order  12656  requiring  "The  head  of  each  Federal 
department  and  agency  shall  ensure  the  continuity  of  essential  functions  in  any  national 
security  emergency  by  providing  for:  succession  to  office  and  emergency  delegation  of 
authority  in  accordance  with  applicable  law;  safekeeping  of  essential  resources,  facilities 
and  records;  and  establishment  of  emergency  operating  capabilities."  ASPHEP  has  lead 
responsibility  for  ensuring  that  HHS  complies  with  all  COOP/COG  requirements 
including  the  planning  and  implementation  of  Departmental  functions  during 
emergencies. 

The  FY  2004  budget  request  will  allow  ASPHEP  to  carry  out  the  following  major  goals  and 
objectives: 
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State  and  Local  Preparedness:  ASPHEP,  working  with  CDC  and  HRSA,  will  coordinate 
the  third  year  of  the  cooperative  agreement  program  that  integrates  preparedness 
activities  among  State  and  local  health  departments  and  with  hospitals.  Continued 
support  of  this  function  will  ensure  the  following: 

Interaction  between  State/local  public  health  departments  and  hospitals  with 
respect  to  infectious  disease  surveillance. 

-  Epidemiological  investigations  launched  by  the  State  health  departments  with 
inclusion  of,  or  participation  by,  appropriate  experts  from  hospitals  in  the  affected 
area(s). 

-  Continued  support  for  hospital-based  laboratories  becoming  part  of  the 
Laboratory  Response  Network,  which  has  been  established  by  CDC  to  create  a 
multi-level,  broad-based  laboratory  system  to  provide  testing  capabilities  for  all 
biological  agents. 

-  Integration  of  electronic  information  and  communications  systems  that  are  being 
developed  at  the  State  and  local  level  to  link  health  departments,  hospitals  and 
other  major  health  providers,  especially  in  times  of  health  emergencies.  Without 
this  vital  linkage,  health  advisories,  disease  reporting,  surveillance  data, 
laboratory  results  and  other  information  will  not  be  rapidly  shared  among  all 
pertinent  parties,  thus  delaying  speedy  responses  by  appropriate  health  officials. 

The  training  of  public  health  workers  and  their  hospital/healthcare  counterparts 
will  be  consistent  and  coordinated. 

Vaccine  and  Pharmaceutical  Research  and  Development:  ASPHEP 's  Advanced 
Research  program  provides  oversight  and  supervision  to  vaccine  production  contracts 
managed  by  CDC  and  research  efforts  carried  out  by  NIH  and  FDA.  Additionally,  this 
program,  with  its  partners,  will  expand  the  knowledge  base  in  FY  2004  relevant  to 
planning  and  evaluating  the  mass  casualty  care  component  of  the  CDC-  and  HRSA- 
funded  cooperative  agreements  with  States.  ASPHEP  also  will  partner  with  academic 
institutions  to  develop  training  and  create  test-beds  where  this  issue  can  be  addressed. 
Specific  projects  include: 

-  Phase  I  vaccine  studies  for  Ebola,  Anthrax  rPA  and  2  strains  fo  3rd  generation 
smallpox  vaccines. 

-  Joint  projects  between  the  National  Institute  of  Allergies  and  Infectious  Diseases 
(NIAID)and  the  United  States  Army  Medical  Research  Institute  for  Infectious 
Diseases  (USAMRITD)  to  conduct  testing  and  development  of  high-priority 
products,  such  as  therapeutics  and  vaccines  for  anthrax  and  plague. 
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NTAID's  development  of  a  hybrid  vaccine  candidate  that  protects  mice  from  West 
Nile  virus  (WNV)  infection.  Researchers  are  testing  the  WNV  vaccine  candidate 
in  monkeys  and  may  begin  human  trials  in  FY  2003. 

The  Department's  on-going  development  of  therapeutic  technologies,  including 
vaccines  and  anti-virals,  that  could  be  used  in  the  event  of  a  influenza  pandemic. 

Advanced  development  and  exploration  of  model  systems  to  rectify  the  unique  set 
of  problems  associated  with  providing  surge  capacity  for  contagious  and  non- 
contagious agents  in  existing  hospital  facilities. 

Establishing  emergency  hospital  services  in  places  such  as  gymnasiums  and 
motels. 


-  Investigating  the  potential  use  of  Veterans  Administration  and  DOD  hospitals  to 
enhance  community-based,  mass-casualty  care. 

-  Developing  systems  for  delivering  the  unique  needs  relating  to  the  provision  of 
pediatric  care  in  emergency  settings. 

Preparedness  Planning  and  Response  Coordination:  Through  the  SERT,  SCC,  field 
preparedness  operations,  exercises  and  training,  ASPHEP  will  continue  to  lead  the  HHS 
public  health  emergency  preparedness  function.  The  FY  2004  budget  request  will 
continue  the  development  of  the  following  assets  and  activities: 

Secretary's  Emergency  Response  Team.  Comprised  of  technical  experts  rapidly 
deployed  to  determine  the  nature  and  scope  of  public  health  threats  and 
emergencies,  the  SERT  will  consult  with  and  support  State  and  local  public  health 
authorities,  assess  the  need  for  Federal  public  health  assistance;  and  make 
recommendations  to  the  Secretary  regarding  deployment  of  resources;  keep  the 
Secretary  informed  during  public  health  threats  and  emergencies  and  participate 
in  post-event  evaluation  and  continuing  development  of  HHS  bioterrorism  . 
resources. 


The  Secretary's  Command  Center.  The  base  of  communications  and  information 
for  HHS  during  a  public  health  emergency  is  the  Secretary's  Command  Center 
(SCC),  which  has  24/7  operational  staffing  including  watch  officers  and 
communications  technicians;  satellite  phone,  radio  and  systems  for  both  CONUS 
and  international  communications,  and  Tl  connectivity  to  operational  sites  for 
connectivity  through  "trusted  lines"  that  provide  both  voice  and  data  sharing 
between  HHS  agencies  and  to  other  Federal  partners. 

Emergency  Support  Function  8.  HHS  serves  as  the  Lead  Federal  Agency  to  plan 
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for  and  respond  to  the  medical  health  consequences  of  terrorist  incidents 
involving  weapons  of  mass  destruction.  Working  with  DHS  and  other  Federal 
agencies,  ASPHEP  will  direct  and  coordinate  the  HHS  support  for  the  Federal 
Response  Plan  (FRP)  through  health  assessments,  deployments  of  the 
Commissioned  Corp  Readiness  Force  (CCRF)  for  medical  care;  radiological, 
chemical,  biological  hazards  consultation;  mental  health  care,  vector  control  and 
other  public  health  services.  ASPHEP  is  the  lead  for  all  HHS  participation  in 
Federal  interagency  training  activities  including  the  upcoming  TOPOFF  2003 
exercise. 

Field  Preparedness  Operations.  In  coordination  with  State  and  local  health 
departments,  ASPHEP's  field  preparedness  operations  serves  as  the  HHS  point  of 
contact  on  the  ground  during  the  immediate  aftermath  of  a  public  health 
emergency;  provides  supports  for  all  health  and  medical  assets  pre-deployed  for 
special  events  in  the  field  (Olympic  Games,  Papal  visits,  etc., )  and  works  with 
other  Federal  field  offices  including  the  FBI  on  terrorism  task  forces  and  other 
interagency  emergency  committees. 

Continuity  of  Operations  (COOP)/Continuity  of  Government  (COG).  Within 
HHS,  the  responsibility  for  defining  and  developing  COG  and  COOP  programs 
has  been  delegated  to  the  Assistant  Secretary  for  Public  Health  and  Emergency 
Preparedness.  This  responsibility  includes  the  establishment  of  alternative 
mechanisms  for  carrying  out  HHS  functions  should  the  existing,  primary  assets 
become  inoperable;  regular  exercise  to  evaluate  the  readiness  of  these  alternative 
mechanisms,  and  the  ongoing  maintenance  including  equipment  upgrades  and 
service  agreements  for  ail  systems  established  under  COOP/COG  including 
communications,  transportation  and  facilities. 

Rationale  for  the  Budget  Request 

The  FY  2004  estimate  for  the  Public  Health  and  Social  Services  Emergency  Fund  for  ASPHEP 
is  $41 ,820,000,  the  same  level  as  the  FY  2003  President's  Budget  request.  Funds  are  requested 
for  the  following  activities: 

Operations  ($1 2,720,000)  -  These  funds  will  support  ASPHEP's  leadership  for  all  HHS 
bioterrorism  activities,  including  the  direction  and  coordination  of  State  and  local 
preparedness  funding,  the  Secretary's  Advisory  Council  on  Public  Health  Preparedness, 
and  field  preparedness  operations  for  public  health  emergencies.  Funds  are  used  for  staff 
salaries,  rent,  utilities,  and  consultant  support  to  augment  the  in-house  effort.  Also 
included  is  funding  for  travel,  training,  logistics  support,  audit  services,  conferences,  and 
other  management-related  activities. 

•        Advanced  Research  ($5,000,000).  These  funds  will  support  ASPHEP's  oversight  and 
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supervision  of  vaccine  contracts  at  CDC  and  research  efforts  at  MH  and  FDA.  Funds 
also  are  used  to  expand  the  knowledge  base  relevant  to  planning  and  evaluating  the  mass 
casualty  care  components  of  the  CDC  and  HRSA  funded  cooperative  agreement  with 
States.  Areas  of  emphasis  included  advanced  development  of  model  systems  to  rectify 
the  unique  set  of  problems  associated  with  providing  surge  capacity  for  contagious  and 
non-contagious  agents  in  existing  hospital  facilities  and  developing  systems  for 
delivering  care  to  meet  the  unique  needs  of  children  in  emergency  settings. 

International  Early  Warning  Surveillance  ($9,500,000)  -  These  funds  will  support 
disease  surveillance  systems  in  developing  countries  from  which  has  come  AIDS,  Ebola 
and  Marburg  virus  epidemics,  Congo-Crimean  hemorrhagic  fever  and  other  viruses. 
Some  of  these  agents,  if  weaponized,  could  cause  extraordinary  havoc  as  biologic 
weapons.  Likewise  of  interest  and  concern  is  the  possibility  that  terrorists  might 
experiment  with  chemical  agents  (as  the  Aum  Shinrikyo  did  with  Sarin)  or  an  agent 
might  escape  from  a  bioweapons  production  facility  (as  happened  with  anthrax  at 
Sverdlovsk).  Epidemiological  and  laboratory  capacity  in  the  countries  would  enhance  the 
ability  to  prevent  disease  from  spreading  to  the  US.  Funds  also  would  support 
international  public  health  preparedness  education  through  fellowship  training  both  in 
epidemiology  and  in  diagnostic  methods  to  begin  to  strengthen  what  is  an  all  too  limited 
cadre  of  expertise  and  working  relationships  with  relevant  institutions  in  other  countries. 

Secretary's  Emergency  Response  Team  ($3,000,000)  -  These  funds  will  support  the 
operations  of  HHS  technical  experts  rapidly  deployed  to  determine  the  nature  and  scope 
of  public  health  threats  and  emergencies.  The  SERT  consults  with  and  supports  State  and 
local  public  health  authorities,  assesses  the  need  for  Federal  public  health  assistance;  and 
make  recommendations  to  the  Secretary  regarding  deployment  of  resources.  The  SERT 
is  the  "eyes  and  ears"  of  the  Secretary  and  keeps  HHS  leadership  informed  during  public 
health  threats  and  emergencies.  Funds  also  will  support  the  24/7  operations  of  the 
Secretary's  Command  Center  (SCC),  which  serves  as  the  base  of  communications  and 
information  for  the  Secretary  during  a  public  health  emergency. 

Media/Public  Information  Campaign  ($4,800,000)  -  These  funds  will  continue  to 
support  a  vigorous  effort  proposed  in  the  FY  2003  President's  Budget  to  enhance  public 
health  risk  communication.  Media  plays  an  important  role  in  terrorism  by  modulating 
the  community's  response  to  a  terrorist  attack  and,  thereby,  either  furthering  or  thwarting 
the  terrorist's  intent.  Television,  radio,  and  newspapers  can  cover  catastrophic  events 
like  terrorism  in  a  manner  that  fosters  individual  and  community  recovery  by 
disseminating  accurate  information  and  dispelling  rumors,  educating  the  public  on 
normal  responses  to  trauma  and  disasters,  and  providing  information  on  available 
resources.  ASPHEP  has  begun  to  establish  a  public  advisory  committee  on  Emergency 
Public  Information  and  Communications  (EPIC)  as  authorized  in  the  Public  Health 
Security  and  Bioterrorism  Preparedness  and  Response  Act.  Funds  requested  will  be  used 
to  implement  recommendations  from  the  EPIC  committee,  and  to  carry  out  this  initiative 
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as  proposed. 

Preparedness  Planning  and  Evaluation  ($6,800,000)  -  These  funds  will  support 
planning  of  emergency  response  coordination,  including  the  exercise  and  training  of  HHS 
preparedness  assets  internally  and  with  its  interagency  partners.  A  primary  function  of 
this  budget  activity  is  the  development,  implementation  and  maintenance  of  the  HHS 
Continuity  of  Operations  (COOP)/  Continuity  of  Governance  (COG)  plans.  Funds  also 
will  be  used  for  the  continued  leadership  of  HHS  for  health  and  medical  consequence 
management  under  Emergency  Support  Function  8  (ESF  8)  of  the  Federal  Response  Plan 
(FRP).  This  includes  participation  in  Federal  interagency  training  activities  such  as  the 
upcoming  TOPOFF  2003  exercise. 
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CYBER-SECURITY 

FY  2002  FY  2003  FY  2004  Increase  or 

Actual         President's  Budget        Estimate  Decrease 

Budget  Authority  $5,000,000  $10,000,000  $10,000,000 

PTE  -  - 

Purpose  and  Method  of  Operations 

The  Office  of  Information  Resources  Management  (OIRM),  under  the  Assistant  Secretary  for 
Budget,  Technology  and  Finance  (ASBTF),  is  responsible  for  ensuring  the  security  of  the 
Department's  systems  and  assets  that  are  used  to  disburse  billions  of  dollars  through  Medicare 
and  Medicaid,  critical  social  services  such  as  Head  Start,  childcare  and  child  support 
enforcement,  a  life-giving  organ  transplant  system,  food  and  pharmaceutical  quality, 
groundbreaking  biomedical  research,  accurate  and  timely  disease  treatment  information  and  the 
detection  of  disease  outbreaks  and  bioterrorism. 

Information  technology  (IT)  security  and  critical  infrastructure  protection  (CEP)  are  essential 
components  underlying  HHS's  mission  -  namely,  the  stewardship  of  our  information  resources 
and  the  preservation  of  our  trust  and  credibility. 

The  HHS  IT  Security  Program  focuses  on  the  protection  of  critical  assets  -  information  systems 
data  -  so  that  the  people  using  the  systems  can  depend  on  the  electronic  environment  being 
reliable,  available,  accurate,  and  authorized.  The  IT  Cyber-Security  projects  aim  to  prevent, 
detect,  and  respond  to  security  events.  Critical  Infrastructure  Protection  ensures  that  those  IT 
assets,  systems,  and  services  that  are  essential  to  the  conduct  of  critical  business  functions  are 
safeguarded  from  disruption,  failures,  and  compromise. 

Our  HHS  strategic  plan  for  IT  security  identifies  specific  goals,  performance  measures,  and 
supporting  projects  to  focus  HHS'  efforts  and  investments  for  advancing  HHS'  security  and 
continuity  of  critical  service  programs.  Our  plan  identifies  and  prioritizes  to  achieve  measurable 
outcomes  in  support  of  the  IT  security  vision.  The  core  of  this  IT  security  plan  focuses  on  the 
Security  Program,  which  is  designed  to  achieve  the  following  aims: 

•  Ensure  compliance  with  US  Code  and  Federal  legislation; 

•  Ensure  a  robust  enterprise  security  program  at  HHS; 

•  Ensure  compliance  with  HHS  security  policies,  procedures,  and  practices; 
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•  Ensure  common  standards  and  practices;  and 

•  Ensure  that  new  or  potential  security  vulnerabilities  are  swiftly  identified  and  addressed. 

Clear  benefits  of  an  effective  HHS  IT  security  program  are  the  successful  mitigation  or 
prevention  of  the  following: 

Adverse  impact  on  public  health  practices  due  to  corruption  of  medical  data; 

•  Loss  of  critical  services  that  can  adversely  affect  health  and  safety  of  the  public; 

Unauthorized  or  illegal  disclosure  of  confidential,  private,  or  other  sensitive  information 
regarding  individuals,  medical  records,  proprietary  data,  intellectual  property,  etc; 

•  Loss  of  irreplaceable  scientific  research  data; 
Financial  fraud  and  other  computer  crime; 

•  Breach  of  confidential  business  data  such  as  assurances  of  contractual  requirements  and 
agreements  with  business  partners; 

Loss  of  access  to  health  and  welfare  information  by  the  public,  researchers,  policy 
makers,  healthcare  professionals  and  others; 

Loss  of  trust  resulting  from  compromised  content  or  corruption  of  information  for  use  by 
the  public,  researchers,  policy  makers,  healthcare  professionals  and  others; 

•  Economic  consequences  of  addressing  security  breaches  such  as  clean-up  efforts, 
shutting  down  computers,  systems,  and  networks  during  clean-up  and  validation, 
restoration  costs  of  systems  and  data,  lost  productivity,  litigation,  etc.;  and 

Damage  to  the  credibility,  reputation,  image,  and  public  trust  of  HHS  and  its  OPDIVs. 

In  FY  2002,  with  $5,000,000  in  Cyber-Security  funds,  OIRM  was  able  to: 

•  Substantially  progress  in  review  and  validation  of  HHS  Project  Matrix  Step  1  findings,  to 
insure  that  all  CEP  assets  are  correctly  identified,  given  changes  in  perspective  resulting 
from  9/1 1/01. 

Complete  the  Project  Matrix  Step  2  Process  for  three  CIP  assets  and  solidly  progress  in 
the  Project  Matrix  Step  2  Process  for  fifteen  other  CIP  IT  assets.  During  the  performance 
of  Project  Matrix  Step  2  the  interdependencies  of  a  particular  CD?  asset  with  other  HHS 
IT  assets  are  identified. 
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•  Substantially  progress  in  the  security  certification  and  accreditation  for  the  top  1 5  CIP 
Cyber  Assets,  to  ensure  that  all  necessary  security  risks  have  been  remediated,  and 
documentation  is  complete  and  current. 

•  Provide  oversight  and  assistance  to  complete  the  GISRA  corrective  actions  for  the  top 
fifteen  CIP  Cyber  Assets,  to  improve  the  security  position  of  the  Department  relative  to 
these  assets. 

In  FY  2003,  OIRM's  plans  are  to: 

•  Initiate  the  Project  Matrix  Step  2  process  for  all  remaining  CEP  Cyber  Assets,  to  identify 
interdependencies  with  other  HHS  IT  assets. 

•  Perform  Certification  and  Accreditation  for  the  all  remaining  CEP  Cyber  Assets,  to  ensure 
that  all  necessary  security  risks  have  been  remediated,  and  that  documentation  is 
complete  and  current. 

•  Provide  oversight  and  assistance  to  complete  the  GISRA/FISMA  corrective  actions  for 
the  all  remaining  CIP  Cyber  Assets,  to  improve  the  security  position  of  the  Department 
relative  to  these  assets. 

•  Develop  and  refine  a  robust  Department-level  centralized  IT  security  oversight  and 
compliance  assurance  function  within  the  Office  of  the  HHS  Chief  Information  Officer. 

Rationale  for  the  Budget  Request 

The  $10,000,000  requested  for  Cyber-Security  in  FY  2004  will  be  used  to: 

•  Initiate  the  Project  Matrix  Phase  Step  2  and  3  Processes  for  CEP  assets  identified  as  a 
result  of  HHS  efforts  to  defend  against  bioterrorism. 

•  Initiate  the  Project  Matrix  Phase  3  Process  for  all  CIP  Assets,  to  determine  weaknesses, 
risks,  and  vulnerabilities  resulting  from  interfacing  with  public  sector  systems. 

•  Establish  an  annual  security  program  to  provide  penetration  testing  and  vulnerability 
scanning  for  all  CIP  and  CIP  related  Assets. 

•  Establish  a  robust  Department-level  centralized  Computer  Security  Incident  Response 
Capability  or  Security  Operations  Center  (SOC). 

•  Provide  continuous  assistance  to  complete  FISMA  corrective  actions  for  all  CIP  Assets. 

•  Provide  continuous  security  monitoring  for  all  HHS  system,  assets,  and  services. 
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Implement,  empower,  and  institutionalize  a  Department-level  centralized  security 
oversight  and  compliance  assurance  function  within  the  Office  of  the  HHS  Chief 
Information  Officer. 
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MEDICAL  RESERVE  CORPS 


FY  2002 
Actual 


FY  2003 
President's  Budget 


FY  2004 
Estimate 


Increase  or 
Decrease 


Budget  Authority 
FTE 


$3,000,000 


$10,000,000 
2 


$10,000,000 
2 


+$— 


Purpose  and  Method  of  Operations 

In  his  January  2002  State  of  the  Union  address,  the  President  announce  the  creation  of  the  USA 
Freedom  Corps,  including  the  Citizen  Corps.  In  March  2002,  the  Office  of  the  Surgeon  General 
was  assigned  responsibility  for  carrying  forward,  on  behalf  of  the  Department,  the  Federal-level 
development  of  the  Medical  Reserve  Corps  (MRC),  part  of  the  Citizen  Corps. 

The  MRC  is  the  Citizen  Corps  component  that  is  organizing  local  volunteers  to  assist  regular 
medical  response  professionals  and  facilities  during  a  large-scale  local  emergency  (e.g., 
influenza  epidemic  or  hazardous  materials  spill).  Health  professionals  (current,  retired  or 
otherwise-employed)  and  others  with  relevant  skills  are  being  offered  the  opportunity  to 
volunteer  their  time  and  skills  within  a  planned,  organized  and  coordinated  local  MRC  unit 
during  times  of  emergency.  MRC  volunteers  can  also  serve  a  vital  role  by  assisting  their 
communities  with  ongoing  public  health  needs  (e.g.,  immunizations,  health  and  nutrition 
education,  and  volunteering  in  community  health  centers  and  local  hospitals). 

Citizen  Corps  Councils  and/or  an  appropriate  local-government  recognized  entity,  which  has 
responsibility  for  developing  and/or  implementing  a  community-based  MRC  unit,  is  eligible  to 
apply  for  a  grant  under  the  MRC  demonstration  project.  To  be  recognized  as  a  Citizen  Corps 
Council,  the  entity  must  be  registered  with  the  Citizen  Corps,  USA  Freedom  Corps.  Citizen 
Corps  Councils  may  be  established  in  any  county,  city  or  other  recognized  locality  in  the  US  and 
its  territories. 

Since  March  2002,  the  following  has  been  accomplished: 

•  Developed  the  document  "Medical  Reserve  Corps  -  Guide  for  Local  Leaders  "  which 
includes  an  Appendix  with  valuable  references. 

•  Established  an  MRC  website  to  support  local  MRC  units,  and  develop  an  MRC  logo. 

•  Implemented  a  small-grants  program  to  help  jump-start  local  MRC  units;  a  total  of  more 
than  $2  million  and  42  grants  were  awarded  in  September  2002,  to  27  States  and  six 
Citizen  Corps  Council  Communities. 
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•  Developed  a  technical  assistance  contract  to  provide  valuable  expert  technical  assistance 
to  the  newly  implemented  local  MRC  units. 

•  Held  consultation  meetings  with  numerous  organizations. 
In  FY  2003,  it  is  anticipated  that: 

•  Approximately  $8,000,000  will  be  provided  to  award  200  grants. 

•  To  the  extent  that  funds  permit,  technical  assistance  will  be  provided  to  registered  Citizen 
Corps  Councils  and/or  designated  MRC  planning  groups,  subject  to  their  formally 
requesting  assistance  to  establish  an  MRC  unit. 

By  the  end  of  2003,  almost  250  MRC  units  will  be  under  development  and  technical 
assistance  will  have  been  provided  to  more  than  300  groups.  Communication  on  MRC 
will  have  reached  all  50  States,  100  non-governmental  organizations,  2,500  communities, 
and  100,000  individuals. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Medical  Reserve  Corps  is  $10,000,000,  the  same  as  requested  in  the 
FY  2003  President's  Budget.  This  level  will  allow  the  MRC  initiative  to  maintain  the  same  level 
ofactivityasin  FY  2003. 

The  objective  of  the  MRC  program  is  to  establish  as  many  MRC  units  as  possible  across  the 
nation.  A  goal  is  to  have  a  local  MRC  unit  for  all  small  cities  and  rural  counties  as  well  as  large 
metropolitan  areas.  With  the  average  size  grant  being  approximately  $40,000, 200  grants 
totaling  $8  million  can  be  awarded  in  FY  2004.  The  remainder  of  the  funds  will  be  used  for 
technical  support. 
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PUBLIC  HEALTH  AND  SOCIAL  SERVICES  EMERGENCY  FUND 

Office  of  the  Secretary 
(Dollars  in  Thousands) 


FY  2003 

FY  2002 

President's 

FY  2004 

Enacted 

Budget 

Estimate 

Assistant  Secretary  for  Public  Health 

Emergency  Preparedness 

$12,531 

$12,720 

$12,720 

Advanced  Research   

4,644 

5,000 

5,000 

International  Early  Warning  Surveillance  . 

9,500 

9,500 

9,500 

Secretary's  Emergency  Response  Team  

3,000 

3,000 

3,000 

4,800 

4,800 

Preparedness  Planning  and  Evaluation  

6,300 

6,800 

6,800 

Command,  Control  &  Communications 

13,000 

Subtotal,  ASPHEP  

48,975 

41,820 

41,820 

Assistant  Secretary  for  Budget, 

Technology  and  Finance 

5,000 

10,000 

10,000 

Office  of  the  Surgeon  General 

Medical  Reserve  Corps  

3.000 

10.000 

10.000 

$56,975 

$61,820 

$61,820 
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PANDEMIC  FLU 

FY  2002  FY  2003  FY  2004  Increase  or 

Actual        President's  Budget        Estimate  Decrease 

Budget  Authority  $-  $-     $100,000,000  +$100,000,000 

FTE  - 

Purpose  and  Method  of  Operations: 

The  influenza  strains  circulating  worldwide  usually  change  somewhat  from  year  to  year. 
Periodically,  there  is  a  major  change  in  the  virus's  genetic  structure,  resulting  from  a  strain  that 
can  cause  widespread  disease  and  death.  Three  such  global  epidemics  -  called  pandemics  - 
occurred  in  the  20th  Century.  Such  a  pandemic  could  cause  an  additional  90,000  to  300,000+ 
deaths  in  the  US,  especially  if  adequate  vaccine  were  not  available  quickly.  The  ever-changing 
nature  of  the  influenza  virus  makes  the  natural  emergence  of  a  pandemic  strain  not  only  possible, 
but  inevitable. 

Pandemic  influenza  represents  both  a  naturally-occurring  and  potentially  man-made  threat  to  our 
Nation's  health.  The  influenza  pandemic  of  191 8  claimed  more  than  25  million  lives  globally 
(and  more  than  500,000  in  the  United  States)  in  less  than  10  months.  During  a  two-week  period 
in  October  1918  alone,  at  least  7,100  people  in  Philadelphia  died  from  influenza  and  influenza- 
associated  pneumonia.  The  genome  for  the  1918  virus  has  been  largely  sequenced,  and  it  is 
theoretically  possible  to  re-create  this  virus  using  readily  available  technology.  In  fact,  unique 
strains  of  the  influenza  virus  have  been  created  in  the  laboratory  entirely  from  cloned  DNA  using 
reverse  genetics. 

Most  scientists  in  the  field  agree  that  it  is  not  a  question  of  whether  there  will  be  another 
influenza  pandemic,  but  rather  when  it  will  occur.  Once  a  pandemic  begins,  it  will  be  too  late  to 
accomplish  the  many  key  activities  required  to  minimize  its  toll.  Vaccines  cannot  be  prepared  in 
advance  and  stockpiled,  but  planning  and  implementation  of  preparatory  activities  can  -  indeed, 
must  -  start  well  in  advance. 

Rationale  for  the  Budget  Request 

Currently,  the  Nation's  influenza  vaccine  supply  totals  about  90  million  doses.  In  the  2003-2004 
influenza  season,  the  US  will  rely  upon  only  two  suppliers  of  licensed  influenza  vaccine. 
Preparing  for  a  severe  pandemic  could  require  more  than  280  million  doses  of  vaccine,  with  no 
more  than  four  or  five  months  available  for  manufacturing. 
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The  FY  2004  request  for  pandemic  influenza  preparedness  is  a  new  effort  totaling  $100,000,000. 
This  increase  will  be  used  to  develop  a  targeted  and  responsive  strategy  to  respond  to  pandemic 
influenza,  whether  as  a  natural  threat  or  as  an  agent  of  bioterrorisrn. 

Examples  of  the  preparatory  activities  that  these  funds  will  be  used  for  in  advance  of  an  actual 
flu  pandemic  include: 

•  Developing  a  year-round  domestic  influenza  vaccine  production  capacity.  This  might 
involve  contracts  with  industry  to  maintain  an  egg  supply  in  the  off  season. 

•  Developing  production  techniques  that  could  be  scaled  up  rapidly  (i.e.,  providing  surge 
capacity)  in  the  event  of  a  pandemic.  This  could  include  incentives  to  develop  and 
license  a  cell  culture  influenza  vaccine  and  agreements  on  surge  production  for  US  use  in 
a  pandemic. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

PROPOSED  GENERAL  PROVISIONS 
FOR  FISCAL  YEAR  2004 

The  President's  Budget  recommends  several  general  provisions  be  included  in  the  FY  2004 
Departments  of  Labor,  Health  and  Human  Services  and  Education  Appropriations  Act.  These 
provisions  follow  appendix  schedules  for  the  Department  of  Health  and  Human  Services  (Title  II 
General  Provisions)  and  the  Departments  of  Labor,  Health  and  Human  Services  and  Education 
(Title  V  General  Provisions).  The  following  is  a  summary  of  the  proposed  provisions: 

Title  H 

Sec.  201 .  This  provision  proposes  an  appropriation  of  up  to  $50,000  for  official  reception  and 
representation  expenses  which  must  be  specifically  approved  by  the  Secretary. 

Sec.  202.  This  provision  enables  the  Secretary  to  assign  not  more  than  60  Public  Health 
employees  to  assist  in  child  survival  activities  and  to  work  with  AIDS  through  programs  with  the 
Agency  for  International  Development,  the  United  Nation's  International  Children's  Emergency 
funds  and  the  World  Health  Organization. 

Sec.  203.  This  provision  provides  that  no  funds  appropriated  under  this  Act  be  used  in  the 
implementation  of  section  399F(b)  of  the  Public  Health  Service  Act  or  section  1503  of  the 
National  Institutes  of  Health  Revitalization  Act  of  1993,  Public  Law  103-43. 

Sec.  204.  This  provision  proposes  to  limit,  to  a  maximum  of  Executive  Level  II  per  year,  the 
rate  at  which  the  National  Institutes  of  Health,  the  Agency  for  Healthcare  Research  and  Quality, 
and  the  Substance  Abuse  and  Mental  Health  Services  Administration  may  pay  an  individual 
when  using  a  grant  or  extramural  funding  appropriated  under  this  title. 

Sec.  205.  This  provision  proposes  to  allow  the  Secretary  to  use  not  more  than  1 .25%  of  any 
appropriations  authorized  under  the  PHS  Act  for  the  evaluation  of  the  implementation  and 
effectiveness  of  the  PHS  programs. 

Sec.  206.  This  provision  proposes  to  authorize  the  Secretary  to  transfer  up  to  3  percent  of 
discretionary  funds  with  a  limitation  that  no  single  account  could  be  increased  by  greater  than 
10%  between  appropriations  for  the  Department  of  Health  and  Human  Services  in  this,  or  any 
other  Act  (e.g.,  Agriculture  and  Rural  Development  Act,  Interior  Act,  and  Labor,  Health  and 
Human  Services,  Education,  and  Related  Agencies  Act).  Appropriations  Committees  in  both 
Houses  of  Congress  are  to  be  notified  at  least  1 5  days  in  advance  of  any  transfer. 

Sec.  207.  This  provision  proposes  that  the  Director  of  the  National  Institutes  of  Health,  jointly 
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with  the  Director  of  the  Office  of  AIDS  Research,  may  transfer  up  to  3  percent  among  institutes, 
centers  and  divisions  from  the  total  amounts  identified  by  these  two  Directors  as  funding  for 
research  pertaining  to  the  human  immunodeficiency  virus. 

Sec.  208.  This  section  provides  that  the  amount  for  research  related  to  the  human 
immunodeficiency  virus  at  the  National  Institutes  of  Health,  as  jointly  determined  by  the 
Director  of  the  National  Institutes  of  Health  and  the  Director  of  the  Office  of  AIDS  Research, 
will  be  available  to  the  Office  of  AIDS  Research  account  as  necessary  to  carry  out  section 
2353(d)(3)  of  the  Public  Health  Service  Act. 

Sec.  209.  This  section  provides  that  none  of  the  funds  appropriated  in  this  Act  may  be  available 
to  any  entity  under  title  X  of  the  Public  Health  Service  Act  unless  the  award  applicant  certifies  to 
the  Secretary  that  it  encourages  family  participation  in  family  planning  services  for  minors  and 
provides  counseling  to  minors  on  how  to  resist  coercion  into  engaging  in  sexual  activities. 

Sec.  210.  This  section  provides  that  none  of  the  funds  appropriated  by  this  Act,  including  trust 
funds,  may  be  used  to  carry  out  the  Medicare+Choice  program  if  the  Secretary  denies  an  entity 
participation  in  the  program  based  on  the  information  that  the  entity  will  not  provide,  pay  for,  or 
provide  referrals  for  abortions. 

Sec.  211.  This  provision  proposes  that  no  provider  of  services  under  title  X  of  the  Public  Health 
Service  Act  be  exempt  from  State  laws  requiring  notification  or  reporting  of  child  abuse,  child 
molestation,  sexual  abuse,  rape  or  incest. 

Sec.  2 1 2.  This  section  provides  that  none  of  the  funds  appropriated  by  this  Act  can  be  used  to 
withhold  substance  abuse  funding  from  a  State,  if  the  State  certifies  to  the  Secretary  of  Health 
and  Human  Services  by  May  1, 2004  that  it  will  commit  additional  State  funds  to  ensure 
compliance  with  State  laws  prohibiting  the  sale  of  tobacco  products  to  individuals  under  18 
years  of  age.  The  State  is  to  submit  a  report  to  the  Secretary  on  all  fiscal  year  2003  State 
expenditures  and  all  fiscal  year  2004  obligations  for  tobacco  prevention  and  compliance 
activities. 

Sec.  213.  This  provision  provides  authority  to  support  CDC  in  carrying  out  international 
HIV/AIDS  and  other  infectious  and  chronic  disease  activities  abroad  during  fiscal  year  2004. 

Sec.  214.  This  section  provides  that  the  Division  of  Federal  Occupational  Health  may  utilize 
personal  services  contracting  to  employ  professional  management/administrative  and 
occupational  health  professionals. 

Sec.  215.  This  section  provides  that  funds  appropriated  to  the  National  Institutes  of  Health  in 
this  Act,  which  are  available  for  grants  or  contracts,  may  be  obligated  in  fiscal  year  2002  for  the 
full  multi-year  cost  of  grants  and  contracts  that  are  awarded  in  that  year,  and  such  obligated 
funds  shall  remain  available  until  expended. 
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Title  V 

Sec.  501.  This  provision  proposes  that  the  Secretaries  of  Labor,  Health  and  Human  Services, 
and  Education  be  authorized  to  transfer  unexpended  balances  of  prior  appropriations  to  accounts 
corresponding  to  those  included  in  this  Act  as  long  as  the  balances  are  used  for  the  same  purpose 
and  the  same  period  of  time  they  were  originally  appropriated. 

Sec.  502.  This  provision  proposes  that  no  appropriation  contained  in  this  Act  remain  available 
for  obligation  for  a  period  beyond  the  current  fiscal  year  unless  it  is  expressly  stated  in  this  Act. 

Sec.  503.  This  provision  proposes  that: 

(a)  Except  for  normal  and  recognized  executive-legislative  relationships,  no  part  of  any 
appropriation  in  this  Act  shall  be  used  for  publicity  or  propaganda,  preparation,  distribution, 
publication,  radio  or  TV  broadcast  or  film  presentation  designed  to  support  or  defeat  legislation 
pending  before  Congress,  except  as  a  presentation  to  Congress  itself. 

(b)  No  part  of  any  appropriation  in  this  Act  be  used  to  pay  the  salary  or  expenses  of  any 
grant  or  contract  recipient  (or  their  agent)  related  to  activities  designed  to  influence  legislation  or 
appropriations  pending  before  the  Congress  or  any  State  legislature. 

Sec.  504.  This  provision  applies  only  to  the  Secretaries  of  Labor  and  Education  and  the  Director 
of  the  Federal  Mediation  and  Conciliation  Service. 

Sec.  505.  This  provision  proposes  that  no  funds  appropriated  under  this  Act  may  be  used  to 
carry  our  a  program  of  distributing  sterile  needles  for  the  hypodermic  injection  of  any  illegal 
drug. 

Sec.  506.  This  provision  proposes  that: 

(a)  To  the  greatest  extent  practicable,  all  equipment  and  products  purchased  with  funds 
made  available  under  this  Act  should  be  American-made. 

(b)  The  head  of  each  Federal  agency,  to  the  greatest  extent  practicable,  provide  a  notice 
describing  the  statement  in  subsection  (a)  when  providing  financial  assistance  to  or  entering  into 
a  contract  with  any  entity  using  the  funds  made  available  under  this  Act. 

(c)  Any  person  found  to  have  falsely  labeled  products  as  "Made  in  America"  be  ineligible 
to  receive  any  contract  or  subcontract  made  with  funds  available  under  this  Act. 

Sec.  507.  This  provision  proposes  that  all  Federal  grantees  (including  State  and  local 
governments  and  recipients  of  Federal  research  grants)  issuing  press  releases,  requests  for 
proposals  and  other  documents  describing  projects  or  proposals  supplied  with  Federal  funds 
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clearly  state  the  following:  1)  the  percentage  of  total  costs  of  the  program  or  project  financed 
with  Federal  money;  2)  the  dollar  amount  of  Federal  funds  for  the  project  or  program;  and  3)  the 
percentage  and  dollar  amount  of  the  total  cost  to  be  financed  by  non-governmental  sources. 

Sec.  508.  This  provision  provides  that  none  of  the  funds  appropriated  in  this  Act,  and  none  of 
the  funds  in  any  trust  fund  to  which  funds  are  .appropriated  under  this  Act: 

(a)  may  be  expended  for  abortion; 

(b)  may  be  expended  for  health  benefits  coverage  that  includes  coverage  of  abortion. 

The  term  'health  benefits  coverage'  means  the  package  of  services  covered  by  a  managed  care 
provider  or  organization  pursuant  to  a  contract  or  other  arrangement. 

Sec.  509.  The  limitations  established  in  the  preceding  section  shall  not  apply  to  an  abortion: 

(a)  if  the  pregnancy  is  the  result  of  an  act  of  rape  or  incest;  or 

(b)  in  the  case  where  a  woman  suffers  from  a  physical  disorder,  physical  injury,  or 
physical  illness,  including  a  life-endangering  physical  condition  caused  by  or  arising 
from  the  pregnancy  itself,  that  would,  as  certified  by  a  physician,  place  the  woman  in 
danger  of  death  unless  the  abortion  is  performed. 

(c)  Nothing  in  the  preceding  section  shall  be  construed  as  prohibiting  the  expenditure  by 
a  State,  locality,  entity,  or  private  person  of  State,  local,  or  private  funds  (other  than  a 
State's  or  locality's  Medicaid  matching  funds).  Further,  nothing  in  the  preceding 
section  shall  be  construed  as  restricting  the  ability  of  any  managed  care  provider  from 
offering  abortion  coverage  or  the  ability  of  a  State  or  locality  to  contract  separately 
with  such  a  provider  for  such  coverage  with  State  funds  (other  than  a  State's  or 
locality's  contribution  of  Medicaid  matching  funds). 

Sec.  510.  This  provision  proposes  that  none  of  the  funds  made  available  in  this  Act  may  be  used 
for  creation  of  a  human  embryo,  embryos  for  research,  or  research  in  which  a  human  embryo  or 
embryos  is  destroyed.  For  the  purposes  of  this  section,  human  embryos  include  any  organism 
derived  by  fertilization,  parthenogenesis,  cloning,  or  any  other  means  from  one  or  more  human 
gametes  or  human  diploid  cells. 

Sec.  511.  This  provision  provides  that  none  of  the  funds  made  available  in  this  Act  may  be  used 
for  any  activity  that  promotes  the  legalization  of  any  drug  or  controlled  substance  except  when 
(1)  there  is  significant  medical  evidence  of  therapeutic  advantage  to  the  use  of  such  drug  or  other 
substance  or  (2)  Federally-sponsored  clinical  trials  are  being  conducted  to  determine  therapeutic 
advantage. 

Sec.  512.  This  section  provides  that  none  of  the  funds  made  available  in  this  Act  may  be  used  to 
enter  a  contract  with  a  contractor  with  the  US  Government  who  is  subject  to  section  4212(d)  of 
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title  38,  United  States  Code,  but  has  not  submitted  the  most  recent  annual  report,  required  by  that 
section,  to  the  Secretary  of  Labor  detailing  the  employment  of  certain  veterans. 

Sec.  513.  This  section  provides  that  none  of  the  funds  made  available  in  this  Act  may  be  used  to 
promulgate  or  adopt  any  final  standard  under  section  1 173(b)  of  the  Social  Security  Act 
providing  for,  or  providing  for  the  assignment  of,  a  unique  health  identifier  for  an  individual 
(except  in  an  individual's  capacity  as  an  employer  or  a  health  care  provider),  until  legislation  is 
enacted  specifically  approving  the  standard. 
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OVERVIEW  -  HHS  SERVICE  AND  SUPPLY  FUND 


The  HHS  Service  and  Supply  Fund  is  a  revolving  fund  authorized  under  42  USC  231 . 
The  Fund  provides  for  consolidated  financing  and  accounting  for  operations  involving  the 
provision  of  common  services  and  commodities  to  customer  agencies.  The  SSF  includes 
2  components:  the  Program  Support  Center  (PSC),  including  the  Federal  Occupational 
Health  (FOH)  franchise  fund,  which  was  previously  part  of  Health  Resources  Service 
Administration;  and  Office  of  the  Secretary  (OS)  administrative  services.  The  PSC  has  6 
major  services:  Human  Resources  Service,  Commissioned  Personnel  Services,  Financial 
Management  Service,  Administrative  Operations  Service  and  the  Office  of  Information 
Resource  Management.  The  FOH  provides  health-related  services  that  include  the 
Employee  Assistance  Program,  Occupational  Health,  and  Environmental  Health.  The  OS 
services  include  two  systems,  the  Departmental  Contract  Information  System  and 
Tracking  Accountability  in  Government  Grants  System,  as  well  as  other  activities  that 
either  comply  with  legislative  mandates  or  provide  services  to  the  Office  of  the  Secretary. 

The  SSF  does  not  receive  appropriated  resources,  but  is  funded  entirely  through  charging 
HHS  agencies,  as  well  as  other  Federal  agencies  and  departments,  for  usage  of  goods  and 
services.  The  FY  2003  and  FY  2004  estimated  budgets  are  $456  million  (1,193  FTE)  and 
$466  million  (1,193  FTE),  respectively. 

The  SSF  is  governed  by  a  Board  of  Directors  that  holds  regularly  scheduled  quarterly 
meetings.  The  Board  is  chaired  by  the  Deputy  Secretary,  vice-chaired  by  the  Assistant 
Secretary  for  Budget,  Technology  and  Management  (ASBTF)  and  includes 
representatives  from  each  HHS  agency.  In  addition  to  representatives  from  each  HHS 
agency,  the  Board  includes  chief  management  officers  of  the  PSC  and  an  ex-officio  (non- 
voting) representative  from  the  HHS  Office  of  Inspector  General.  Each  member  of  the 
Board,  except  for  the  OIG  member,  has  one  vote  when  the  Board  makes  decisions.  The 
Board  approves  the  annual  SSF  budget,  approves  the  rates  for  services,  directs  the  SSF 
Fund  Manager  concerning  the  overall  financial  management  of  the  SSF,  arranges  for 
management  or  cost  studies,  and  may  make  decisions  that  would  change  the  scope  of  the 
Fund  Activities. 

The  detailed  budget  justifications  for  the  Program  Support  Center  and  the  Retirement  Pay 
and  Medical  Benefits  for  Commissioned  Officers  follow  this  overview. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 
SERVICE  AND  SUPPLY  FUND 

FY  2004  Estimated  Revenue  by  Customer 


Customer 

Human 
Resources 
Service 

Commissioned 
Personnel 
Service 

Financial 
Management 
Service 

Administrative 
Operations 
Service 

Federal 
Occupational 
Hearth 

Office  of  th 
fFOIA) 

e 

Total 

ACF 

$3,868,000 

$0 

$8,051,000 

$6,240,000 

$157,000 

$0 

$18,316,000 

AOA 

328,000 

0 

538.000 

613,000 

4.000 

0 

$1,483,000 

CMS 

2.764,000 

240,000 

3,431.000 

79.000 

300,000 

0 

$6,814,000 

OS 

9.073.000 

235,000 

4.218,000 

18.211.000 

113.000 

42. 

300 

$31,892,000 

AHRQ 

745.000 

36.000 

635.000 

1,715.000 

43.000 

42. 

M0 

$3,216,000 

CDC 

4,855.000 

2,367,000 

1,192.000 

1.308,000 

792.000 

42. 

900 

$10,556,000 

FDA 

7,109.000 

1.304.000 

397.000 

26 

932.000 

846.000 

42. 

900 

$36,630,000 

HRSA 

1, 236.000 

3,322,000 

7,183,000 

12.275,000 

240.000 

42, 

900 

$24,298  000 

IBS 

8.845,000 

5.634,000 

7,974,000 

8.733,000 

722.000 

42. 

900 

$31,950,000 

NIH 

10.797.000 

1.337.000 

10.587.000 

24,171,000 

1.040.000 

42.000 

$47,974,000 

SAMHSA 

1,529.000 

268.000 

1.382.000 

5 

787.000 

81.000 

42,000 

$9,089,000 

NON-HHS 

456.000 

4.208,000 

10.199.000 

87 

791.000 

133,605.000 

0 

$236,259,000 

TOTAL 

$51,605,000 

$18,951,000 

$55,787,000 

$193 

855.000 

$137,943,000 

$336, 

900 

$458,477,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

Expenses  by  Activity 

FY  2002                            FY  2003  FY  2004 

Actual                           Estimate  Estimate 

FTE  Amount             FTE        Amount  FTE  Amot 

in  Resources  Service                  264        $41,017,000             264    $51,617,000  264  $51,60 

riissioned  Personnel  Service          103         17,161,000             103     19,477,000  103  18,95 

cial  Management  Service              243         53,510,000             258     56,702,000  258  55,78 

listrative  Operations  Service  400  182,339,000  402  191,791,000  402  193,85 
jerative  Admin.  Support  Unit  28 

al  Occupational  Health                  83        119,885,000               93    128,761,000  93  137,94 

of  the  Director                           27                                    28  28 

dom  of  Information  Act                    3             308,000                3         324,000  3  33 

TOTAL                                    1,151       $414,220,000            1,151  $448,672,000  1,151  $458,47 

nses  for  the  immediate  Office  of  the  Director  have  been 
ibuted  to  the  five  operating  services. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 
EXPENSES  BY  OBJECT 

Increase 


FY  2003 

FY  2004 

or 

Estimate 

Estimate 

Decrease 

  1,151 

1,151 

1,151 

Full  equivalent  of  overtime  &  holiday  hours  

  10 

10 

10 

$137,440 

$141,564 

$4,124 

10.71 

10.75 

0.04 

68,474 

70.267 

1,793 

Average  CO  grade  

  4.45 

4.85 

0.40 

86,255 

89,070 

2,815 

  4.32 

4.88 

0.56 

33,485 

34,391 

906 

Personnel  Compensation: 


$68,889,000 

$68,508,000 

-381,000 

Other  than  Full-Time  Permanent  (1 1 .3)  

1,876,000 

1,936,000 

60,000 

Other  Personal  Compensation  (11.5)  

2,225,000 

2,296,000 

71 ,000 

Military  Personnel  (11.7)  

7,337,000 

7,571,000 

234,000 

1,448,000 

1,494,000 

46,000 

  81,775,000 

81,805,000 

30,000 

17.301,000 

17,165,000 

-136,000 

Military  Personnel  Benefits  (12.2)  

3,092,000 

3,183,000 

91,000 

Benefits  to  Former  Personnel  (13.0)  

376,000 

399,000 

23,000 

102,552,000 

8,000 

Travel  (21.0)  

2,634,000 

2,625,000 

-9,000 

2,444,000 

2,531,000 

87,000 

Rental  Payments  to  GSA  (23.1)  

12,359,000 

12,712,000 

353,000 

Communications,  Utilities,  and 

0 

Miscellaneous  Charges  (23.3)  

8,035,000 

8,140,000 

105,000 

Printing  and  Reproduction  (24.0)  

1,4!>1,U0U 

1,502,000 

51,000 

Other  Contractual  Services: 

Advisory  and  Assistance  Services  (25.1)  

20,140,000 

20,871,000 

731,000 

148,155,000 

144,309,000 

-3,846,000 

Purchases  from  Govt.  Accts.  (25.3)  

25,964,000 

26,907,000 

943,000 

Operation  and  Maintenance  of  Facilities  (25.4)  

18,698,000 

19,376,000 

678,000 

Operation  and  Maintenance  of  Equipment  (25.7)  

9.031,000 

9.359,000 

328,000 

220,822,000 

-1,166,000 

85,764,000 

93,870,000 

8,106,000 

Equipment  (31.0)  

11,453,000 

13,723.000 

2,270,000 

  346,128,000 

355,925,000 

9,797,000 

458,477,000 

9,805,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 
SALARIES  AND  EXPENSES 


FY  2003 

FY  2004 

or 

Object  Class 

Estimate 

Estimate 

Decrease 

Personnel  Compensation: 

Full-Time  Permanent  (11.1)  

$68,889,000 

$68,508,000 

-381,000 

Other  than  Full-Time  Permanent  (11.3)  

1,876,000 

1,936,000 

60,000 

  2,225,000 

2,296,000 

71,000 

Military  Personnel  (11.7)  

  7,337,000 

7,571,000 

234,000 

Special  Personal  Services  Payments.  (1 1 .8)  

1,448,000 

1,494,000 

46,000 

  81,775,000 

81,805,000 

30,000 

Civilian  Personnel  Benefits  (12.1)  

17,301,000 

17,165.000 

-136,000 

Military  Personnel  Benefits  (12.2)  

  3,092,000 

3,183,000 

91,000 

Benefits  to  Former  Personnel  (13.0)  

376,000 

399,000 

23,000 

Travel  (21.0)  

2,634.000 

102,552,000 

2,625.000 

8,000 

-9,000 

Transportation  of  Things  (22.0)  

2.444,000 

2,531.000 

87,000 

Communications,  Utilities,  and 

8,035,000 

8,140,000 

105,000 

1,451,000 

1,502,000 

51,000 

Other  Contractual  Services: 

Advisory  and  Assistance  Services  (25.1)  

20,140.000 

20,871 ,000 

731,000 

Other  Services  (25.2)  

148.155,000 

144,309,000 

-3.846,000 

Purchases  from  Govt.  Accts.  (25.3)  

25.964,000 

26,907,000 

943,000 

Operation  and  Maintenance  of  Facilities  (25.4)  

18,698,000 

19,376,000 

678,000 

Operation  and  Maintenance  of  Equipment  (25.7)  

  9.031,000 

9,359,000 

328,000 

  221,988,000 

220,822,000 

-1,166,000 

  85,764,000 

93,870,000 

8,106,000 

329,490,000 

7,174,000 

432,042,000 

7,182,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

Account  Summary 


FY  2002 
Actual 

FY  2003 
Estimate 

FY  2004 
Estimate 

Increase 
Decrease 

Expenses  

$414,220,000 

$448,672,000 

$458,477,000 

$9,805,000 

FTE  

1,151 

1,151 

1,151 

0 

Human  Resources  Service  

$41,017,000 

$51,617,000 

$51,605,000 

-$12,000 

Commissioned  Personnel  Service.... 

17,161,000 

19,477,000 

18,951,000 

-526,000 

Financial  Management  Service  

53,510,000 

56,702,000 

55,787,000 

-915.000 

Administrative  Operations  Service.... 

182,339,000 

191.791,000 

193.855.000 

2,064,000 

Federal  Occupational  Health  

119,885,000 

128.761,000 

137.943,000 

9,182,000 

Dfftce  of  the  Director  

308,000 

324,000 

336,000 

12,000 

TOTAL  

$414,220,000 

$448,672,000 

$458,477,000 

$9,805,000 

'  Expenses  for  the  immediate  Office  of  the  Director  have  been  distributed  to  the  five  operating  services. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

General  Statement 

The  Program  Support  Center  was  established  to  provide  measurable,  qualitative,  and  cost 
effective  administrative  and  logistical  support  services  to  the  Department  of  Health  and 
Human  Services  (HHS),  other  Executive  Departments,  and  independent  Federal  agencies. 

The  activities  and  services  of  the  PSC  are  supported  through  the  HHS  Service  and  Supply 
Fund  (SSF),  a  revolving  fund,  which  was  established  by  42  U.S.C.  23 1 .  The  Fund 
provides  consolidated  financing  and  accounting  for  common  administrative  services  and 
products.  The  Fund  does  not  receive  appropriated  resources,  but  is  funded  entirely 
through  charging  HHS  operating  and  staff  divisions,  Executive  Departments,  and  other 
Federal  agencies,  for  their  use  of  services  and  products. 

The  past  few  years  has  brought  both  new  leadership  and  strategic  direction  to  the 
Executive  Branch,  as  well  as  to  the  Department  The  President's  five  key  government 
reform  initiatives  are: 

>  Budget  and  Performance  Integration 

>  Strategic  Management  of  Human  Capital 

>  Competitive  Sourcing 

>  Improve  Financial  Performance,  and 

>  Expanding  Electronic  Government 

In  support  of  these  initiatives,  the  Program  Support  Center  identified  four  core  goals  that 
are  illustrative  of  the  outcomes  the  PSC  seeks  to  achieve.  Each  of  the  goals  has  specific 
objectives  which  support  and  reinforce  the  President's  Management  Agenda,  the 
Secretary's  "One  Department,"  and  the  HHS  "10  and  10"  goals.  The  core  goals  are: 

Customer  Service 
Financial  Resource  Management 
Business  Strategy  and  Innovation 
Employee  Management  and  Development 

By  its  very  nature,  the  PSC  is  a  performance-driven  organization.  The  budget  of  the  PSC 
is  approved  by  the  HHS  Service  and  Supply  Fund  Board  of  Directors  which  is  comprised 
of  senior  managers  of  HHS  customer  organizations.  The  PSC  prepares  its  budgets  based 
upon  projected  business  base,  and  collects  revenue  based  upon  actual  performance  of 
services  and  goods.  The  PSC  develops  a  budget  and  closely  tracks  revenues  and 
expenditures  in  an  effort  to  maintain  a  break-even  position.  The  PSC  expenditures  grow 
or  contract  based  upon  fluctuations  in  demand  for  services.  Services  are  provided  in  four 
broad  business  areas:  human  resources,  including  civil  service  and  commissioned  corps; 
financial  management;  administrative  operations;  and,  occupational  health.  The  Office  of 
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the  Deputy  Assistant  Secretary  for  Program  Support  also  provides  services  to  the  health 
agencies  under  the  provisions  of  the  Freedom  of  Information  Act  (FOIA).  Services 
include  the  processing  of  all  FOIA  requests  involving  more  than  one  health  agency; 
processing  all  health  agency  administrative  appeals  for  the  signature  of  the  Deputy 
Assistant  Secretary  for  Public  Affairs;  and  providing  department-wide  training  and 
consultation  on  FOIA  matters.  The  Office  of  the  Chief  Information  Officer  also  resides 
in  the  Office  of  the  Director  and  is  the  focal  point  within  PSC  for  managing  the  activities 
required  to  maintain  an  agency-wide  information  technology  program. 

Descriptions  of  the  major  Service  areas  follow: 

HUMAN  RESOURCES  SERVICE 

The  Human  Resources  Service  (HRS)  provides  personnel  and  payroll  services  to  the 
HHS  and  provides  leadership  in  personnel  administration  to  the  PSC.  The  mission  of 
HRS  is  to  provide  high  quality  human  resource  services  at  competitive  prices  to  a  multi- 
customer  base  of  HHS  components.  The  overall  goal  of  HRS  is  to  be  widely  recognized 
as  the  leader  in  providing  quality,  cost  competitive  personnel  operations  services  and 
personnel  and  payroll  systems  support  to  the  Department. 

HRS  provides  customized  and  complete  human  resource  service  packages  including 
automated  personnel  and  payroll  systems  support,  personnel  and  payroll  processing, 
recruitment,  staffing  and  classification,  and  employee  and  labor  relations.  These  services 
are  available  to  all  components  of  HHS. 

The  staff  provides  policy  implementation,  oversight,  and  technical  assistance  to  the  PSC 
and  to  components  of  the  Office  of  the  Secretary,  the  Administration  for  Children  and 
Families,  the  Administration  on  Aging,  the  Agency  for  Healthcare  Research  and  Quality, 
and  the  Substance  Abuse  and  Mental  Health  Services  Administration,  in  the  areas  of 
Equal  Employment  Opportunity,  career  management,  recruitment,  employee  relations, 
labor-management  relations,  employee  development,  employee  assistance  programs, 
recruitment,  classification,  and  compensation. 

HRS  manages  the  Department's  payroll  operations,  providing  pay  services  to  all  HHS 
employees  every  pay  period,  serving  over  63,000  employees  each  month.  This  activity 
keeps  current  and  historical  personnel,  pay  and  leave  records  on  HHS  civilian  employees. 

COMMISSIONED  PERSONNEL  SERVICE 

The  PSC  also  provides  services  to  the  U.S.  Public  Health  Service  Commissioned  Corps 
through  its  Division  of  Commissioned  Personnel  (DCP).  DCP  integrates  the 
development,  implementation,  and  evaluation  of  a  comprehensive  program  for  personnel 
management,  medical  support  systems,  and  pay  administration  for  the  Commissioned 
Corps.  DCP  develops  and  monitors  interagency  agreements  and  reimbursements  for 
direct  health  services,  payroll  services  and  detail  of  officers  to  Federal  agencies.  DCP 
provides  a  full  range  of  personnel  services  and  activities  to  HHS  and  non-HHS  agencies 
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and  programs  that  employ  PHS  Commissioned  Corps  officers,  and  to  the  active-duty, 
inactive,  and  retired  officers'  populations.  DCP  advises  the  Office  of  the  Surgeon 
General  on  matters  of  PHS  Commissioned  Corps  policy  and  administration,  provides 
authoritative  legal  counsel,  and  advises  on  legislative  and  regulatory  proposals, 
procedural,  and  policy  issuances.  DCP  prepares  advisory  opinions  to  the  Board  for 
Correction  of  PHS  Commissioned  Corps  Records,  and  serves  as  principal  PHS 
representative  in  Boards  of  Inquiry. 

FINANCIAL  MANAGEMENT  SERVICE 

The  Financial  Management  Service  supports  the  financial  operations  of  HHS  and  other 
Departments  through  the  provision  of  payment  management  services  for  departmental 
and  other  Federal  grant  and  program  activities,  accounting  and  fiscal  services,  debt 
management  services,  travel  management,  and  resource  management  services;  and  the 
review,  negotiation  and  approval  of  rates,  including  indirect  cost  rates,  research  patient 
care  rates,  and  fringe  benefit  rates. 

ADMINISTRATIVE  OPERATIONS  SERVICE 

The  Administrative  Operations  Service  provides  a  wide  range  of  services  to  customers  in 
the  Department,  as  well  as  to  customers  throughout  the  Federal  Government.  The  major 
service  areas  are:  acquisition  management;  real  property  management,  which  includes 
facilities  management,  leasing,  and  disposition  of  surplus  Federal  property;  personal 
property  management,  including  warehousing  and  inventory  control;  communications 
management,  which  includes  telecommunications,  visual  communications,  reprographics, 
automated  library  and  reference  management,  and  mail  and  messenger  services;  and, 
health  supply  management,  which  includes  the  provision  of  pharmaceutical,  medical,  and 
dental  supplies. 

FEDERAL  OCCUPATIONAL  HEALTH  SERVICE 

The  Public  Health  Service  Act  authorizes  the  heads  of  Federal  agencies  to  provide 
occupational  health  services  to  their  employees.  The  Federal  Occupational  Health 
Service  (FOH)  currently  provides  occupational  health  services,  including  health, 
wellness,  employee  assistance,  work/life,  safety,  environmental  assessments  and 
industrial  hygiene-related  services  to  more  than  1 60  Federal  components  across  the 
country.  These  services  are  provided  through  more  than  3,200  Interagency  Agreements 
as  authorized  under  the  Government  Management  Reform  Act  and  the  Economy  Act. 

FOH  provides  direct  occupational  health  services  through  three  product  line 
organizations.  Currently  FOH  provides  a  variety  of  clinical  services  to  326  different 
government  entities;  the  employee  assistance  product  line  to  1 74  different  entities  and  the 
environmental  health  product  line  to  88  different  government  entities. 
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INFORMA  TION  TECHNOLOGY 

The  PSC's  FY  2004  President's  Budget  includes  funding  to  support  Departmental  efforts 
to  improve  the  HHS  Information  Technology  Enterprise  Infrastructure.  The  request 
includes  funds  to  support  an  enterprise  approach  to  investing  in  key  information 
technology  infrastructure  such  as  security  and  network  modernization.  These 
investments  will  enable  HHS  programs  to  carry  out  their  missions  more  securely  and  at  a 
lower  cost.  Agency  funds  will  be  combined  with  resources  in  the  Information 
Technology  Security  and  Innovation  Fund  to  promote  collaboration  in  planning  and 
project  management  and  to  achieve  common  goals  such  as  secure  and  reliable 
communication  and  lower  costs  for  the  purchase  and  maintenance  of  hardware  and 
software. 

Our  budget  request  includes  savings  in  the  Information  Technology  (IT)  budget  from 
ongoing  IT  consolidation  efforts,  and  additional  reduced  spending  through  the 
streamlining  or  elimination  of  lower  priority  projects. 

We  are  participating  in  the  consolidation  of  Information  Technology  infrastructure 
support  staff  service  across  the  eight  smaller  HHS  Operating  Divisions. 

FY 2002  ACCOMPLISHMENTS 

PSC's  significant  FY  2002  accomplishments  include: 

•  Achieved  unqualified  'clean'  audit  opinions  for  all  six  customer  OPDIVs 
(Administration  for  Children  and  Families,  Administration  on  Aging,  Indian 
Health  Service,  Health  Resources  and  Services  Administration,  Substance  Abuse 
and  Mental  Health  Services  Administration,  and  the  Agency  for  HealthCare 
Research  and  Quality),  a  first  in  PSC  history.  Most  noteworthy  was  the  first  clean 
opinion  for  the  Indian  Health  Service,  a  significant  accomplishment  given  the 
scope  and  nature  of  their  financial  situation.  Additionally,  there  were  no  new 
material  weaknesses  in  all  six  of  those  audits. 

•  The  Payment  Management  System  team  processed  more  than  300,000  payments 
totaling  more  than  $244B  to  grantees  while  collecting  approximately  $10M  in 
interest  earned  on  Federal  Funds  on  deposits  with  grantees. 

•  Brought  the  HHS  Department  on-line  to  the  new  state-of-the-art  PeopleSoft 
personnel  system. 

•  Successfully  implemented  a  number  of  best  practices  and  state-of-the-art 
automated  tools  to  enhance  the  HR  process  and  improve  customer  relations. 
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Implemented  a  security  awareness  program  that  included  providing  security 
training  to  more  than  1,300  PSC  employees  and  contractors. 

A  comprehensive  PSC  Competitive  Sourcing  Plan  was  developed,  and  approved. 
The  FY  2002  competitive  sourcing  goal  of  5%  was  exceeded.  Of  the  total  75 
FTEs  studied  in  FY  2002,  60  regional  administrative  support  FTEs  were 
converted  to  contract  under  a  competitive  selection  process.  The  remaining  1 5 
FTEs,  which  were  comprised  of  seven  different  activities,  were  directly  converted 
under  existing  contracts. 

Regional  Offices  were  converted  to  contractor  and  Inter  /  Intra-service  Support 
Agreement  (1SSA)  support,  resulting  in  a  first  year  savings  of  almost  $1M  and 
anticipated  savings  of  approximately  $3M  in  subsequent  years.  Impacted 
employees  were  placed  in  other  positions  within  HHS. 

Began  and  substantially  completed  development  of  a  new  PSC  billing  system  in 
FY  2002.  The  PSC  Revenue,  Invoicing,  and  Cost  Estimation  System  (PRICES) 
was  delivered  and  made  operational  on  November  15,  2002. 

In  FY  2002,  the  PSC  completed  1 7  Business  Case  Analyses  (BCA)  of  our 
business  lines.  These  include  EHRP,  Work  Life  Center,  Carpet,  Copy  Paper, 
Forms  and  Publications,  Motor  Pool,  Office  Movers,  Rehab  Furniture,  Shipping 
and  Handling,  Shredding,  General  Storage,  Asset  Management,  Property 
Disposal,  One-Stop  Shop  (Relocations),  Conference  Center,  Graphic  Arts, 
Reprographics,  and  one  BCA  for  the  National  Institutes  of  Health  (NIH  Motor 
Pool).  The  remainder  of  the  PSC's  business  lines  will  be  studied  in  FY  2003. 
Firm  estimates  of  the  savings  associated  with  these  recommendations  are  not  yet 
available  as  implementation  of  the  resulting  recommendations  is  on-going,  but 
initial  figures  indicate  that  savings  for  these  BCAs  alone  could  be  in  the  $3M  to 
$4M  range.  These  savings  are  in  addition  to  substantial  improvements  in 
processes,  quality,  and  customer  service. 

Prepared  transition  plans  and  began  implementation  of  several  best  business 
practices  affecting  our  product  lines. 

Increased  efforts  toward  solving  customers'  health  professional  manpower 
shortages  «  doubled  the  number  of  professionals  who  applied  for  appointments  in 
the  commissioned  corps  through  aggressive  recruiting  efforts,  such  as  recruiting 
trips,  advertising,  and  involving  university  faculty,  which  resulted  in  a  50% 
increase  in  new  calls  to  duty  in  2002.  Total  new  calls  to  duty  in  FY  2002  were 
550  officers;  the  overall  recruitment  goal  is  to  reach  7,000  by  the  end  of  FY  2005. 

The  Commissioned  Officer  Training  Academy  presented  the  new  Basic  Officer 
Training  Course  to  over  1 ,200  newly  commissioned  officers.  This  course  helps 
officers  and  managers  better  understand  the  personnel  system,  avoids  errors  and 
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disciplinary  actions,  and  should  result  in  better  retention  over  time,  thereby 
reducing  some  of  the  losses  which  cause  health  professional  talent  shortages. 

•  FOHS  grew  its  business  by  1 7%  in  the  year,  primarily  due  to  huge  demands  for 
services  from  its  customers  engaged  in  National  and  Homeland  Defense. 

•  A  Web-based  time  and  attendance  system  has  been  deployed  to  all  interested 
Department  agencies.  The  following  agencies  are  currently  using  this  system: 
National  Institutes  of  Health,  Office  of  the  Secretary,  Administration  on  Aging, 
Administration  for  Children  and  Families,  Agency  for  HealthCare  Research  and 
Quality,  Indian  Health  Service,  Substance  Abuse  and  Mental  Health  Services 
Administration,  and  the  PSC.  The  Centers  for  Medicare  &  Medicaid  Services  is 
now  interested  and  will  be  deployed  in  FY  2003. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


HUMAN  RESOURCES  SERVICE 


Authorizing  Legislation  -  42  USC  23 1 


FY  2002 


FY  2003 


FY  2004 


Increase/ 


Actual 


Estimate 


Estimate 


Decrease 


Amount  $41,017,000 
FTE  264 


$51,617,000 
264 


$51,605,000 
264 


-$12,000 
0 


FY  2004  Authorization 


Indefinite 


Purpose  and  Method  of  Operation 

The  Human  Resources  Service  (HRS)  provides  personnel  and  payroll  services  to  the  Department  of 
Health  and  Human  Services  (HHS)  and  leadership  in  personnel  administration  to  the  PSC.  The 
mission  of  HRS  is  to  provide  high  quality  human  resource  services  at  competitive  prices  to  a  multi- 
customer  base  of  HHS  components.  The  overall  goal  of  HRS  is  to  be  widely  recognized  as  the 
leader  in  providing  quality,  cost  competitive  personnel  operations  services  and  personnel  and 
payroll  systems  support  to  the  Department. 

HRS  provides  customized  and  complete  human  resource  service  packages  for  civilian  personnel 
including  automated  personnel  and  payroll  systems  support,  personnel  and  payroll  processing, 
recruitment,  staffing  and  classification,  and  employee  and  labor  relations.  These  services  are 
available  to  all  components  of  HHS. 

The  staff  provides  policy  implementation,  oversight,  and  technical  assistance  to  the  PSC  and  to 
components  of  the  Office  of  the  Secretary,  the  Administration  for  Children  and  Families,  the 
Substance  Abuse  and  Mental  Health  Services  Administration,  the  Agency  for  Healthcare  Research 
and  Quality,  and  the  Administration  on  Aging.  HRS  services  include  Equal  Employment 
Opportunity  (EEO),  work  and  family,  career  management,  recruitment,  employee  relations,  labor- 
management  relations,  employee  development,  recruitment,  classification,  and  compensation. 

HRS  manages  the  Department's  payroll  operations,  providing  pay  services  to  all  HHS  civilian 
employees  every  pay  period,  issuing  over  72,000  W-2s  each  year.  This  activity  keeps  current  and 
historical  personnel,  pay  and  leave  records  on  HHS  civilian  employees. 


18 


442 


Personnel  operations  services  are  provided  to  7,500  departmental  staff  headquartered  in  southwest 
Washington,  D.C.,  Silver  Spring  and  Rockville,  Maryland  by  local  personnel  servicing  offices. 
HRS  provides  a  Board  for  Correction  of  PHS  Commissioned  Corps  Records  to  which  an  officer 
appeals  for  the  correction  of  official  personnel  records. 

The  EEO  Complaints  Investigation  office  provides  investigative  services  contractual  oversight  to 
departmental  OPDIVs  at  a  rate  of  approximately  200  investigations  each  year. 

The  HHS  University  provides  department-wide  training  and  workforce  development  services.  It 
establishes  and  manages  a  corporate  university  which  develops,  presents,  and  manages  common 
needs  training  across  the  Department. 

FY  2004  OBJECTIVES 

HRS  has  set  the  following  strategic  directions  that  are  geared  to  improve  service  and  promote 
greater  efficiency. 

•  Performing  the  transition  to  a  consolidated,  non-HHS  payroll  system  and  provider. 

•  Developing  a  comprehensive  servicing  strategy  that  targets  products  and  services  that  will 
realize  the  greatest  return  on  investment  for  our  customers. 

•  Achieving  further  gains  in  customer  service  satisfaction  through  quicker  response  time, 
improved  quality  follow-up,  and  resolution  of  issues. 

•  Fully  support  the  One  Department  initiative  by  participating  in  the  implementation  of  the 
HR  consolidation  effort  within  HHS. 

•  Implementing  procedures  to  increase  accuracy  and  quality  of  personnel  actions. 

•  Completing  the  establishment  and  institution  of  the  HHS  University. 

•  Providing  workforce  planning  services  to  HRS  customers. 

•  Reducing  costs  in  labor  relations  services  by  the  use  of  alternative  discipline  and  dispute 
resolution  processes  thus  resolving  a  greater  rate  of  grievance  resolution  prior  to  reaching 
formal  stage  processes. 

•  Continuing  to  refine  services  and  to  automate  HR  processes  wherever  possible. 
Rationale  for  the  Budget  Request 

FY  2004  expenses  for  the  Human  Resources  Service  are  estimated  at  $51,605,000,  a  net  decrease  of 
$12,000  from  the  FY  2003  level.  This  reflects  built-in  increases  for  pay  raises  and  other  items  which 
are  offset  by  savings  in  administrative  and  overhead  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


COMMISSIONED  PERSONNEL  SERVICE 


Authorizing  Legislation  -  42  USC  231 


FY  2002 
Actual 


FY  2003 
Estimate 


FY  2004 


Estimate 


Increase 

Or 
Decrease 


Amount 
FTEs 


$17,161,000 
103 


$19,477,000 
103 


$18,951,000 
103 


-$526,000 
0 


FY  2004  Authorization. 


Indefinite 


Purpose  and  Method  of  Operation: 

The  PSC  provides  service  to  the  U.S.  Public  Health  Service  Commissioned  Corps  through  its 
Division  of  Commissioned  Personnel  (DCP).  The  DCP  integrates  the  development,  implementation, 
and  evaluation  of  a  comprehensive  program  for  personnel  management,  medical  support  systems, 
and  pay  adrriinistration  for  the  Commissioned  Corps;  develops  and  monitors  interagency  agreements 
and  reimbursements  for  direct  health  care  services,  payroll  services,  and  detail  of  officers  to  other 
Federal  agencies;  and  also  provides  a  full  range  of  personnel  services  and  activities  to  the 
Department  ofHealth  and  Human  Services  (HHS)  and  non-HHS  agencies  and  programs  that  employ 
PHS  Commissioned  Corps  officers  and  to  the  active-duty,  inactive,  and  retired  officers'  populations. 

The  DCP  Office  of  the  Director  advises  the  Office  of  the  Surgeon  General  on  matters  of 
commissioned  corps  policy  and  administration,  and  advises  on  legislative  and  regulatory  proposals, 
procedural  and  policy  issuances.  DCP  implements  regulations  and  policies  pertaining  to  promotions, 
awards,  career  development,  equal  opportunity,  disciplinary  action,  performance  evaluation, 
reassignment,  retirement,  and  leave  for  commissioned  officers. 

DCP  prepares  advisory  opinions  to  the  Board  for  Correction  of  PHS  Commissioned  Corps  Records 
and  serves  as  the  principal  representative  in  Boards  of  Inquiry.  A  Board  of  Inquiry  is  a  hearing 
convened  by  the  Secretary  or  his/her  designee,  for  the  purpose  of  receiving  evidence  and  making 
findings  and  recommendations  regarding  an  officer's  performance  and/or  conduct  in  determining 
whether  and  under  what  conditions  an  officer  should  be  retained  on  active  duty  or  separated  from 
active  duty,  and  if  separated  from  active  duty,  the  characterization  of  the  separation/discharge.  DCP 
also  coordinates  the  internal  control  review  process  for  the  Service,  and  advises  the  Surgeon 
General's  policy  Advisory  Council  Representatives,  Commissioned  Corps  Liaisons,  Chief 
Professional  Officers  and  Chairpersons  of  the  Professional  Advisory  Committees. 
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Compensation  and  Retirement.  DCP  provides  a  comprehensive  program  of  compensation  and 
retirement  services  for  the  Commissioned  Corps.  DCP  administers  a  system  of  active-duty  pay  that 
includes  basic  pay,  special  pay,  allowances,  a  system  of  pay  forretirees,  annuitants,  and  former  spouses. 
It  identifies  and  collects  debts  to  the  Federal  Government  and  interfaces  with  the  Department  of 
Defense  (DOD)  in  coordinating  pay  benefits  in  concert  with  HHS'  policies  and  procedures.  It  analyzes 
the  pay  system  including  the  administration  of  an  actuarial  analysis  contract  on  officers'  retirement  pay, 
survivor  assistance,  and  benefits  programs.  DCP  coordinates  with  the  Department  of  Veterans  Affairs 
(VA)  for  the  Service  Member's  Group  Life  Insurance  Program  and  VA  benefit  offsets,  and  provides 
for  all  voluntary  and  involuntary  payroll  deductions. 

Medical.  DCP  manages  and  directs  health  services  for  PHS  commissioned  officers.  It  develops 
operational  policies  and  procedures  and  clinical  benefit  packages  for  PHS  designated  beneficiaries' 
direct  health  care  programs.  It  is  responsible  for  the  overall  management  and  direction  of  the  PHS 
Commissioned  Corps  health  care  entitlement  programs  for  designated  beneficiaries  in  accordance  with 
applicable  laws  and  policies. 

DCP  authorizes  health  care  services  to  eligible  beneficiaries  from  private  providers  and  certifies  billings 
for  payment.  It  carries  out  the  Department's  responsibilities  for  the  Civilian  Health  and  Medical 
Program  of  the  Uniformed  Services  (TRICARE)  Program  and  maintains  liaison  with  the  DOD's  direct 
healthcare  system  for  eligible  PHS  beneficiaries.  DCP  develops  and  monitors  the  Medical  Division's 
automated  management  information  systems,  monitors  officers  on  medical  limited  tours,  and  makes 
determinations  of  physical  qualifications  for  removal  of  medical  limited  tour  status,  extension  of 
medical  limited  tour  or  separation  for  failure  to  meet  physical  qualifications. 

DCP  determines  the  fitness  of  officers  to  continue  on  active  duty  to  assure  that  they  are  physically 
capable  of  carrying  out  the  missions  of  their  programs.  DCP  provides  credentialing  for  Federal  health 
care  providers  and  assures  that  benefits  such  as  sick  leave,  temporary  duty  limitation,  and  disability 
retirement  are  properly  provided  to  officers.  It  provides  medical  policy  advice  to  commissioned 
officers,  their  families  and  legal  representatives,  management  officials  of  the  Federal  Government, 
civilian  military  physicians,  Congressional  and  Senatorial  staff  members,  and  the  Surgeon  General. 

Officer  Support  DCP  provides  a  full  range  of  administrative  support,  consultation,  and  policy 
development  to  the  commissioned  corps  regarding  personnel  matters.  It  administers  promotion  and 
assimilation  systems,  and  coordinates  all  board  activities  related  to  promotion,  assimilation,  Flag  and 
Chief,  Professional  Officer  selection  and  appointment  systems. 

DCP  conducts  a  basic  officer  training  program  for  newly  commissioned  officers  and  develops  ongoing 
training  for  officers  and  civilian  personnel.  It  administers  the  awards  and  billet  programs  for  officers 
and  manages  the  officers'  performance  evaluations  and  rating  systems.  DCP  coordinates  the  PHS 
uniform  policies  and  procedures,  the  officers'  and  dependents'  enrollment  in  the  Defense  Enrollment 
Eligibility  Reporting  System.  It  coordinates  the  enrollment  in  the  Veterans  Educational  Assistance 
Program  and  administers  the  probationary  tour  of  duty  program  for  officers,  and  monitors  their 
professional  licensure,  certification,  and  registration  status.  DCP  coordinates  the  PHS  long-term 
training  programs,  monitors  training  obligations,  coordinates  and  maintains  debt  collections,  and 
maintains  official  personnel  records  for  all  officers.  DCP  coordinates  the  Privacy  Act  and  Freedom  of 
Information  Act  access  to  official  records  and  issues  official  personnel  orders  for  all  active-duty 
officers. 
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Recruitment.  DCP  serves  as  the  primary  agent  of  the  Department  for  the  recruitment  of  qualified  new 
officers  to  the  PHS  Commissioned  Corps.  DCP  markets  the  Commissioned  Corps  through  the  use  of 
public  relations  tools  such  as  Web  sites,  videos,  CD-ROM,  brochures,  and  public  appearances.  It 
focuses  on  attracting  talented  professionals  with  specific  skills. 

DCP  manages  and  coordinates  the  activities  related  to  the  application  process  which  includes  the 
collection  of  applicable  data  pertaining  to  the  applicant's  file,  security  and  background  clearances, 
selection  of  qualifying  appointment  boards,  and  student  opportunity  programs  (Junior  and  Senior 
Commissioned  Officer  Student  Training  and  Extern  Programs).  It  processes  medical  clearances, 
calculates  dates  pertaining  to  the  officer's  pay  and  rank,  communicates  the  various  commissioned  corps 
policies  and  procedures  to  the  hiring  agencies,  and  issues  the  call-to-duty  and  related  personnel  orders. 

DCP  processes  all  special  assignments  and  details  to  States,  international  organizations,  other  Federal 
agencies,  and  Congressional  committees  through  the  execution  of  Memorandums  of  Understanding  and 
reimbursable  agreements. 

FY  2004  Objectives 

DCP  has  set  the  following  strategic  directions  and  objectives  that  are  geared  to  improve  service  for  its 
customers  and  promote  greater  efficiency  in  its  overall  operations. 

•  Identify  and  implement  a  suitable  replacement  for  the  Commissioned  Corps  personnel  and 
payroll  system  which  is  over  20  years  old.  The  objective  of  this  change  is  to  enhance  service 
to  the  customer  while  reducing  the  overall  cost  of  processing. 

•  Improve  quality  of  services  through  access  to  health  care  and  claims  processing.  This  includes: 
(1 )  out  source  70%  ofhealth  care  claim  processing  responsibility  to  TRICARE  to  improve  claim 
processing,  and  (2)  explore  and  develop  a  process  for  providing  beneficiaries  with  a  more 
convenient  method  of  tracking  medical  claims  processing  and  payments. 

•  Complete  a  Business  Case  Analysis  on  business  lines  and  practices. 

•  Develop  web-based  tool  to  enable  hiring  officers  to  review  assignment  preferences  and  special 
skills  of  Commissioned  Corps  applicants. 

•  Develop  web-based  tool  to  enable  hiring  officials  provide  feedback  to  DCP  on  jobs  offered  to 
and  accepted  by  applicants. 

•  Make  the  Basic  Officers  Training  Course  available  to  all  new  commissioned  officers  in  all  of 
HHS  and  other  Federal  agencies.  Develop  and  implement  an  independent  training  system 
through  remote  access  to  web  technology  to  allow  officers  the  opportunity  to  educate 
themselves  on  advanced  subject  matters. 

Rationale  for  the  Budget  Request 

The  FY  2004  expenses  for  this  activity  are  estimated  to  be  $18,951,000,  a  net  decrease  of  $526,000 
from  FY  2003  estimated  level.  This  change  is  the  net  result  of  increased  operating  costs  for  built-in 
pay  raise  and  other  increases  offset  by  savings  in  administrative  and  overhead  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


FINANCIAL  MANAGEMENT  SERVICE 


Authorizing  Legislation  -  42  USC  231 


Increase 


FY  2002 
Actual 


FY  2003 
Estimate 


FY  2004 
Estimate 


or 

Decrease 


Amount 
FTE 


$53,510,000 
243 


$56,702,000 
258 


$55,787,000 
258 


-$915,000 
0 


FY  2004  Authorization. 


Indefinite 


Purpose  and  Method  of  Operation 

The  Financial  Management  Service  (FMS)  supports  the  financial  operations  of  the  Department  of 
Health  and  Human  Services  (HHS)  and  other  Departments  through  the  provision  of  payment 
management  services  for  Departmental  and  other  Federal  grant  and  program  activities; 
accounting  and  fiscal  services;  debt  management  services;  travel  management,  resource 
management  services;  and  the  review,  negotiation  and  approval  of  rates,  including  indirect  cost 
rates,  research  patient  care  rates,  and  fringe  benefit  rates.  Discussions  of  these  major  components 
of  the  Financial  Management  Service  follow. 

Division  of  Payment  Management 

The  Division  of  Payment  Management  (DPM)  provides  a  centralized  electronic  funding  and  cash 
management  service  to  all  organizations  receiving  HHS  grants  and  contracts,  and  to 
organizations  funded  by  1 0  other  Federal  agencies.  In  addition  to  making  automated  payments, 
DPM  monitors  funds  held  by  grant  recipients  and  manages  the  collection  of  over-advanced 
amounts  based  on  grantee  overestimates  of  cash  requirements.  The  DPM  achieves  economies  of 
scale  through  the  cross  servicing  of  many  agencies. 

The  DPM  also  functions,  as  directed  by  the  Office  of  Management  and  Budget,  as  the  Federal 
Government's  central  collection  point  for  all  interest  earned  on  undisbursed  grant  funds, 
regardless  of  the  funding  organization. 

The  DPM  operates  and  maintains  the  Payment  Management  System  (PMS).  This  system  is 
capable  of  receiving  automated  or  manual  payment  requests,  editing  them  for  accuracy  and 
content,  batching  them  for  forwarding  to  the  Federal  Reserve  Bank  for  payment,  and  recognizing 
and  posting  them  to  the  appropriate  general  ledger  accounts. 
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On-line  inquiry  capabilities  allow  all  PMS  users  and  clients  to  determine  the  status  of  their 
respective  accounts  on  a  real-time  basis.  Payment  timing  and  amounts  can  be  checked,  balances 
verified,  collection  information  confirmed,  and  funding  levels  and  grant  award  amounts  verified. 
Access  is  by  dial-up  modems  or  through  our  web  page  on  the  Internet. 

Significant  increases  in  the  level  of  service  to  both  granting  agencies  and  grant  recipients  have 
been  achieved  with  a  single  point  of  contact  for  almost  all  financial  matters.  Ninety-five  percent 
of  all  grant  recipients  now  request  their  funds  electronically,  and  over  ninety-eight  percent  of  all 
funds  are  delivered  electronically.  The  DPM  is  participating  in  Treasury's  Remittance  Express 
System  which  allows  the  Government  to  receive  electronic  fund  transfers  through  the  Federal 
Reserve  Bank. 

At  the  end  of  FY  2002,  DPM  was  servicing  23,620  recipient  accounts,  an  increase  of 
approximately  15  percent  from  FY2001 .    Demographically,  1 1,219  were  colleges,  universities, 
and  non-profits;  2,127  were  State  and  local  governments;  1,502  were  tribal  organizations,  and 
8,773  were  for  non-HHS  agencies.  Total  FY  2002  payments  amounted  to  $244  billion,  and  of  the 
313,640  payment  transactions,  virtually  all  were  by  electronic  fund  transfers. 

Division  of  Financial  Operations 

The  Division  of  Financial  Operations  (DFO)  provides  full  accounting  and  fiscal  services  for  the 
PSC  and  several  other  HHS  agencies  (Office  of  the  Secretary,  Administration  for  Children  and 
Families,  Administration  on  Aging,  Indian  Health  Service,  Health  Resources  and  Services 
Administration,  Substance  Abuse  and  Mental  Health  Services  Administration,  and  the  Agency 
for  Healthcare  Research  and  Quality). 

The  DFO  accounting  and  financial  management  systems  all  comply  with  Generally  Accepted 
Accounting  Principles  as  outlined  by  the  Federal  Accounting  Standards  Advisory  Board.  In 
addition,  DFO  adheres  to  Federal  fiscal  laws  and  regulations  mandated  by  the  General 
Accounting  Office  (GAO),  Office  of  Management  and  Budget,  General  Services  Administration, 
and  the  Department  of  the  Treasury.  These  Federal  agencies  require  periodic  fiscal  reporting  in 
various  forms,  including  financial  statements  which  are  subject  to  independent  audits. 

The  major  statutes  that  govern  DFO  operations  are:  the  Chief  Financial  Officers  Act  of  1990,  the 
Certifying  Officers  Act  of  1 941 ,  the  Prompt  Payment  Act  of  1 989,  the  Federal  Managers' 
Financial  Integrity  Act  of  1982,  the  Government  Management  Reform  Act  of  1994,  the 
Government  Performance  and  Results  Act  of  1 993,  the  Debt  Collection  Improvement  Act  of 
1996,  and  the  Federal  Financial  Management  Improvement  Act  of  1996. 

The  proprietary  and  budgetary  accounting  principles  are  applied  to  appropriations,  allotments 
and  allowances  in  processing  cash  receipts,  recording  purchases  (obligations),  accruals, 
disbursements,  payroll,  and  inventory  control.  All  obligations  recorded  in  the  accounting  system 
by  DFO  follow  the  GAO  guidelines  of  the  Principles  of  Federal  Appropriations  Law. 
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The  DFO  is  designated  the  Debt  Collection  Center  for  HHS  and  employs  innovative  techniques 
of  collection.  The  services  provided  include  day-to-day  interaction  with  the  Department  of 
Justice  and  the  Department  of  the  Treasury  in  successfully  collecting  overdue  accounts. 
Collections  are  deposited  within  24  hours. 

The  DFO  records  all  obligations  into  the  accounting  system  based  on  procurement  documents 
issued  by  authorized  contracting  officers  and  purchasing  agents.  These  obligation  transactions 
which  update  the  budgetary  accounts  and  weekly  reports  are  produced  for  monitoring  by  agency 
budget  officers. 

The  DFO  provides  disbursement  services  for  the  payment  of  vendor  invoices  based  on  obligated 
fund  authority.  Special  unique  disbursing  services  include  payments  for  student  loan 
repayments,  scholarship  payments,  subsidy  payments,  vaccine  injury  compensation  payments, 
beneficiary  medical  payments,  and  payments  to  contractors  operating  Federal  clinics.  Full 
interagency  accounting  services  are  provided  via  electronic  communications  through  the 
Treasury  Intra-govemmental  On-line  Payment  and  Collection  System  (IPAC). 

The  DFO  furnishes  fiscal  advice  and  provides  technical  and  policy  guidance  to  headquarters 
program  offices  and  field  accounting  activities.  The  DFO  ensures  that  expenditures  are  made  in 
accordance  with  appropriations  law.  Additionally,  the  DFO  prepares  auditable  financial 
statements  and  reports  for  internal  and  external  use. 

The  Unified  Financial  Management  System  (UFMS)  will  be  implemented  to  replace  five  legacy 
accounting  systems  currently  used  across  the  Operating  Divisions.  The  UFMS  will  integrate  the 
Department's  financial  management  structure  and  provide  HHS  leaders  with  a  more  timely  and 
coordinated  view  of  critical  financial  management  information.  It  will  also  promote  the 
consolidation  of  accounting  service  throughout  HHS.  Similarly,  UFMS,  by  generating  timely, 
reliable  and  consistent  financial  information,  will  enable  agencies  and  program  administrators  to 
make  more  timely  and  informed  decisions  regarding  their  operations.  As  part  of  this 
Departmental  effort,  the  PSC  has  expanded  its  role  in  the  development  of  UFMS  by  coordinating 
with  the  Department's  contractor  and  developing  a  consolidated  list  of  core  financial  system 
requirements  for  the  PSC  and  its  customer  operating  agencies  to  link  with  Department-wide 
system  requirements  for  all  of  its  financial  management  system  business. 

Division  of  Cost  Allocation 

Another  major  component  of  the  Financial  Management  Service  is  the  Division  of  Cost 
Allocation  (DCA).  The  DCA  carries  out  the  following  responsibilities: 

Reviews,  negotiates  and  approves  indirect  cost  rates,  State  and  local  government  cost 
allocation  plans,  research  plans,  research  patient  care  rates  and/or  amounts,  fringe  benefit 
rates,  and  other  special  rates  for  organizations  receiving  federally  sponsored  awards; 

Serves  as  liaison  with  Federal  agencies  on  operational  matters  involving  review  and 
negotiation  of  indirect  cost  rates  and  cost  allocation  plans; 
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Resolves  audit  findings  on  cost  allocation  plans,  indirect  cost  rates,  etc.; 

Provides  technical  assistance  on  indirect  cost  and  cost  allocation  matters  to  Federal 
agencies  and  organizations  receiving  federally  sponsored  awards; 

Performs  functions  described  above  on  behalf  of  all  Federal  agencies  when  HHS  is 
designated  the  cognizant  agency  by  OMB; 

Negotiates  indirect  cost  rates  on  behalf  of  other  Federal  cognizant  agencies  on  a 
reimbursable  basis; 

Collects  rate  agreements  (issued  by  HHS  and  other  Departments)  for  organizations  not 
subject  to  the  commercial  cost  principles  and  distributes  them  on  a  government- wide 
basis; 

Evaluates  a  wide  range  of  ADP  and  telecommunication  facilities  operated  by  State/local 
governments,  colleges  and  universities,  and  other  nonprofit  organizations  to  determine 
whether  charge  backs  for  services  to  Federal  programs  are  reasonable,  proper  and 
allowable  under  Federal  cost  principles;  and 

Maintains  the  Cost  Allocation  Management  Information  System;  the  Indirect  Cost  Rate 
Information  System;  the  Rate  Agreement  Distribution  System;  and  the  Statistical 
Analysis  System  in  support  of  DCA  activities. 

Division  of  Information  Systems  and  Technology 

The  Division  of  Information  Systems  and  Technology  (DIST)  is  responsible  for  providing  ADP 
systems  development  and  support  to  the  HHS  agencies.  This  includes  providing  monthly 
workforce  highlights,  FTE  and  staffing  reports,  and  other  official  resources  management 
information.  This  division  develops  and  maintains  large  applications  systems  such  as  the 
Workforce  On-line  Data  System,  the  Training  Management  Information  System  and  the 
Performance  Management  System.  The  DIST  provides  guidance  and  technical  expertise  to  the 
HHS  agencies  in  the  areas  of  workforce  analysis,  microcomputer  technology,  and  human 
resources  information  systems. 

Some  of  the  services  DIST  provides  include: 

•  Basic  Services  -  Monthly  production  of  FTE  reports,  regular  reports,  Workforce 
Highlights,  Ad  Hoc  queries. 

•  HHS  Careers  -  Set  up  users,  maintain  system,  provide  reports,  and  post  to  OPM  and 
Internet  sites. 

•  Workforce  On-line  Data  System  -  Register  users,  maintain  and  update  systems,  upgrade 
capabilities,  unlimited  training  and  assistance. 

•  Performance  Management  System  -  Provide  software,  data  files,  and  assistance. 
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•  Training  Management  Information  System  -  Provide  data  file,  maintain  system,  manage 
reporting  system  and  provide  assistance. 

FY  2004  Objectives 

The  Financial  Management  Service  (FMS)  has  established  the  following  objectives  for 
FY  2004: 

•  Continue  to  improve  security  for  FMS  systems. 

•  Resolve  all  reportable  conditions,  under  control  of  the  PSC,  identified  in  the  audit  of 
financial  statements. 

•  Continue  unqualified  opinion  on  PSC  and  customer  agency  financial  statements. 

•  Work  with  the  Deputy  Assistant  Secretary  for  Finance  to  improve  the  grant  accrual 
process. 

•  Successfully  meet  quarterly  financial  statement  requirements  for  the  PSC  and  customer 

agencies. 

•  Complete  Business  Case  Analyses  on  business  lines  and  practices. 

•  Complete  85  percent  of  all  indirect  cost  rate  proposals  within  6  months  of  receipt. 

•  Review  and  process  85  percent  of  statewide  cost  allocation  plans  within  12  months. 

•  Complete  95  percent  of  assigned  audit  resolution  activity  within  6  months  of  receipt. 

•  Increase  non-waivered  electronic  disbursements. 

•  Maintain  our  prompt  payment  and  electronic  disbursement  percentages. 

•  Increase  electronic  reporting  of  272  Reports  (PMS)  by  10  percent. 

•  Increase  yield  of  debt  management  services  and  refer  verified  delinquent  debts  to  the 
Treasury  Offset  Program. 

•  Continue  to  maintain  erroneous  payment  goals. 
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•  Continue  to  review  and  implement  refined  billing  methodologies. 

•  Increase  the  non-HHS  customer  base  serviced  by  the  Payment  Management  System. 

•  Increase  customer  satisfaction  with  FMS  services. 
Rationale  for  the  Budget  Request 

The  FY.  2004  expenses  for  Financial  Management  Service  are  estimated  at  $55,787,000,  a  net 
decrease  of  $915,000  from  FY  2003.  This  change  is  the  net  result  of  increase  operating  costs  for 
built-in  pay  raise  and  other  cost  increases  which  have  been  offset  with  savings  in  administrative 
and  overhead  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 


ADMINISTRATIVE  OPERATIONS  SERVICE 


Authorizing  Legislation  -  42  USC  231 


FY  2002 
Actual 


FY  2003 
Estimate 


FY  2004 
Estimate 


Increase 
or 

Decrease 


Amount 
FTE 


$182,339,000 
428 


$191,791,000  $193,855,000 
402  402 


+$  2,064,000 
0 


FY  2004  Authorization 


Indefinite 


Purpose  and  Method  of  Operation 

The  Administrative  Operations  Service  (AOS)  provides  a  wide  range  of  services  to 
customers  in  the  Department  and  to  customers  throughout  the  Federal  government.  The 
major  service  areas  are:  acquisition  management,  real  property  management,  which 
includes  facilities  management,  leasing  and  disposition  of  surplus  Federal  property; 
personal  property  management  including  warehousing  and  inventory  control; 
communications  management  which  includes  telecommunications,  visual 
communications,  reprographics,  automated  library  and  reference  management,  and  mail 
and  messenger  services;  and  health  supply  management,  which  includes  the  provision  of 
pharmaceutical,  medical,  and  dental  supplies. 

Acquisition  Management 

The  Division  of  Acquisition  Management  solicits,  negotiates,  awards,  and  administers 
simplified  acquisitions  and  complex  contracts  in  such  areas  as  information  technology, 
programmatic  research  and  development,  health  care  and  support  services,  professional 
services,  construction  and  renovations,  labor  services,  computer/office  machine  repairs, 
real  property  leasing  and  commercial  products.  These  services  are  provided  to  HHS 
components  both  at  headquarters  and  in  the  regions,  as  well  as  to  customers  outside  the 
Department.  Highly  trained,  experienced,  and  specialized  staff  provide  a  wide  array  of 
acquisition,  claims,  grant,  cost  advisory,  and  small  business  advocacy  services  utilizing 
state-of-the-art  technology,  including  electronic  commerce  and  internet  ordering. 

The  Division's  automated  procurement  application,  PRISM,  and  our  use  of  web 
technology,  continue  to  improve  competition,  cost  savings,  and  timeliness  for  our 
customers.  Customers  benefitted  from  over  $4  million  in  cost  avoidance  obtained 
through  PSC  competition  and  negotiation  of  simplified  acquisitions  and  contract 
obligations.  In  FY  2002,  total  simplified  and  contract  obligations  reached  $472  million. 
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The  Division,  through  its  creation  of  innovative,  cost  effective,  and  user  friendly 
acquisition  vehicles,  has  continued  its  relationship  with  customers  such  as  the 
Departments  of  Education,  Defense,  Justice  and  Labor,  as  well  as  the  National  Science 
Foundation,  Federal  Aviation  Administration,  National  Institute  of  Standards  and 
Technology,  Office  of  National  Drug  Control  Policy,  U.S.  Marshals  Service  and  the 
Federal  Emergency  Management  Agency.  Through  interagency  agreements,  in  FY  2002 
the  Division  was  able  to  award  over  $13  million  in  task  orders  and  other  contract 
mechanisms  on  behalf  of  these  external  customers. 

The  Division  continues  to  support  the  District  of  Columbia.  Awards  totaling  close  to 
$10.5  million  were  made  on  behalf  of  the  District  of  Columbia  for  FY  2002.  The 
Department  of  Mental  Health  and  the  Department  of  Health  each  benefitted  from  a 
reduced  PSC  fee  for  service  as  a  result  of  a  modification  made  to  the  original  agreement 
rewarding  the  volume  of  obligations. 

The  Division  is  responsible  for  administering  the  Government-wide  purchase  card 
program  for  OS,  OPHS,  AOA,  ACF,  and  the  PSC  both  at  headquarters  and  on  behalf  of 
the  regional  offices.  The  program  remains  strong  showing  an  increase  in  card  holders,  the 
number  of  transactions,  and  total  sales  for  FY  2002  (close  to  $33  million).  Customers 
are  encouraged  to  use  purchase  cards  for  eligible  acquisitions;  currently  purchase  cards 
are  used  for  98.7%  of  eligible  acquisitions. 

The  HHS  procurement  offices  have  adopted  a  measurement  system  for  assessing 
performance  and  improving  the  delivery  of  services.  The  system  uses  a  common  and 
balanced  set  of  procurement  performance  measures  developed  by  HHS  and  other  Federal 
agencies  and  endorsed  by  the  Office  of  Management  and  Budget  and  the  President's 
Management  Council.  The  system  helps  achieve  program  missions;  reinforces  HHS's 
strategic  direction  and  core  values;  gives  executives  a  useful  decision-making  and 
communications  tool  for  day-to-day  contract,  program,  and  risk  management;  promotes 
sharing  of  best  practices;  fosters  continuous  improvement  in  acquisition  management; 
and  assesses  our  progress  in  implementing  procurement  reform  initiatives.  In  FY  2000 
the  PSC  surveyed  its  acquisition  employees,  customers,  and  vendors.  The  results  were 
good  and  plans  are  being  made  to  conduct  a  new  customer  survey  in  FY  2003. 

The  Division  continues  to  provide  claims  processing  support  to  agencies  of  the  Public 
Health  Service.  The  Claims  Branch  processed  over  448  Federal  claims  totaling  over  $10 
billion  in  FY  2002.  The  number  of  claims  filed  continues  to  increase  as  the  claims 
function  now  covers  over  700  community  clinics  throughout  the  country  with  14,000 
health  care  professionals. 

The  Bush  Administration  has  established  a  goal  of  using  Performance-Based  Contracting 
to  award  20  percent  of  eligible  service  contracting  dollars  by  FY  2002.  The  PSC  has 
maintained  an  aggressive  approach  as  one  of  the  Department's  leading  advocates  for 
performance-based  contracting.  Through  our  efforts,  the  PSC  awarded  50  percent  of 
PSC's  eligible  service  contract  dollars  as  performance-based  in  FY  2002. 
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Property  Management 

The  PSC  has  responsibility  for  three  delegated  buildings,  which  are  Parklawn  at  Fishers 
Lane  in  Rockville,  Md,  the  Park  Building  also  in  Rockville,  and  the  Personal  Property 
Facility  in  Gaithersburg,  Md.  There  is  approximately  1 10,000  square  feet  in 
Gaithersburg,  1.3  million  square  feet  in  Parklawn,  and  90,000  square  feet  in  the  Park 
Building.  Workload  includes  property  management,  utilities,  mechanical  management  of 
government-owned  equipment,  security,  and  custodial. 

Over  the  past  years,  the  AOS  has  developed  and  continually  improved  its  state-of-the-art 
Computer  Aided  Design/Computer  Aided  Facility  Management  system.  This  system 
provides  an  automated  process  from  the  initial  design  of  renovations  and  alterations  on 
through  the  final  production  of  the  contract  for  services  and  supplies.  This  system  also 
maintains  an  accurate  library  of  all  space  assignments.  Rent  charges  are  based  on  these 
figures.  AOS  maintains  an  aggressive  energy  management  program  utilizing  such 
resources  as  Energy  Performance  Savings  Contracts,  rebates,  and  utility  savings  to 
implement  conservation  projects  in  the  Parklawn  Building.  This  has  enabled  AOS  to 
meet  or  exceed  national  mandated  energy  goals  and  to  earn  "Showcase  Facility" 
recognition  from  the  Federal  Energy  Management  Program,  Department  of  Energy. 

AOS  operates  a  state-of-the-art  Personal  Property  Facility  (PPF)  equipped  with  a  radio 
frequency  driven  warehouse  management  system  that  maximizes  space  utilization 
allowing  for  new  business  ventures.  The  PPF  is  staffed  with  experienced  personnel  to 
provide  for  the  storage,  inventory  management,  material  and  product  distribution, 
reutilization,  disposal  or  shipment  of  Government  owned  personal  property.  An  on-line 
ordering  system  utilizing  website  technology  allows  customers  around-the-clock  access  to 
personal  property  products  and  services.  The  website  features  flexible  payment  methods 
with  e-mail  order  confirmation.  Participating  customers  in  need  of  equipment  and 
furniture  are  offered  several  program  designed  to  save  valuable  resources.  Services  are 
offered  on  a  fee-for-service  basis  to  all  agencies  throughout  the  Federal  Government. 

As  a  result  of  several  business  cases,  the  Personal  Property  Facility  has  made  some  major 
transitions  during  FY  2002  as  follows: 

•  After  many  years  of  refurbishing  Class  "A"  furniture,  PSC  entered  into  an 
agreement  with  USDA  to  provide  them  salvageable  furniture  and  agreed  to  fill 
Class  "A"  furniture  demand  through  them.  In  the  meantime,  we  are  working  with 
customers  to  assist  them  in  transitioning  to  systems  furniture,  which  is  much  more 
functional. 

•  PSC  has  been  storing  carpet  for  moves  and  relocations.  We  have  now  contracted 
with  a  local  vendor  with  "Just  in  Time  Delivery"/  The  carpet  is  ordered  as  needed 
and  delivered  to  the  job.  This  resulted  in  a  better  grade  of  carpet  at  a  lower  price. 
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•  Both  of  these  initiatives  freed  up  approximately  9,000  square  feet  in  our  Personal 
Property  Facility.  We  then  worked  with  our  Supply  Service  Center  in  Perry  Point, 
Md.  To  partner  with  the  U.S.  Army  in  providing  support  for  packing  and  shipment 
of  medical  supplies.  We  have  already  shipped  over  564  pallets  of  medical 
supplies. 

•  We  also  performed  our  own  shredding  services;  however,  we  have  now  turned  in 
our  equipment  and  contracted  this  service  out,  reducing  our  cost  at  least  50%  for 
the  customer. 

AOS  administers  the  Department's  Federal  Real  Property  Assistance  Program.  Surplus 
Federal  real  property  is  transferred  to  state  and  local  government  agencies  and  nonprofit 
organizations  for  public  health  and  homeless  assistance  purposes. 

There  is  a  thirty-year  restrictive  period  in  which  transferred  property  must  be  utilized  for 
the  approved  public  health  or  homeless  program.  Use  of  the  property  is  monitored 
through  annual  utilization  reports  provided  by  the  public  health  or  homeless  provider  and 
through  periodic  site  visits  by  members  of  the  Real  Property  Branch. 

Technical  Support 

The  Division  of  Technical  Support  (DTS)  provides  expertise  in  telecommunications, 
visual  communications,  printing  procurement  and  publications  management, 
reprographics,  automated  library  and  reference  management,  conference  room  facilities, 
and  mail  and  messenger  services.  DTS  is  committed  to  providing  high  quality,  timely 
and  responsive  technical  support  services  on  a  cost  effective,  customer  friendly, 
competitive,  fee-for-service  basis  to  customers  throughout  the  Federal  and  D.C. 
Governments. 

Telecommunications  staff  receive  and  administer  service  requests  for  all  HHS  agencies  in 
Washington  D.C,  Maryland,  and  in  10  regions  throughout  the  country  under  the  WITS 
2001  and  the  FTS  2001  contracts.  The  WITS  2001  contract  is  a  multi-year  contract 
which  expries  in  January  2008.  The  variety  of  services  provided  includes:  ISDN,  voice 
mail,  video  conferencing,  local  area  network  (LAN)  connections,  FTS200 1  services,  800 
service,  Fiber  Network  Service,  domestic  and  international  long  distance  calling,  voice, 
facsimile  and  data  lines. 

The  Printing  and  Postal  Technologies  Branch  (PPTB)  continues  to  meet  the  needs  and 
requirements  of  its  customers.  This  is  done  through  acquiring  and  implementing 
technological  advances  that  continue  to  be  beneficial  in  both  cost  and  level  of  service  to 
our  customers.  The  PPTB's  utilization  of  the  Pitney  Bowes  AccuTrac  HT  Postal 
Accounting  System  provides  up  to  the  minute  cost  data  to  our  customers  as  it  pertains  to 
workload  and  postal  expenditures.  The  electronic  connection  of  all  meters  nationwide 
produces  accurate,  immediate,  electronic  postal  and  shipping  cost  reports  which  serve  as 
a  vital  workload  analysis  tool  and  as  the  primary  reporting  method  for  cost  expenditures 
to  the  customer.  This  system  has  greatly  enhanced  the  PPTB's  ability  to  verify  (for 
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payment)  over  $6,000,000  yearly  in  postal  costs  on  behalf  of  HHS  agencies.  The  Pitney 
Bowes  AccuTrac  system  also  provides  our  customers  the  accountability  and  detailed 
information  required  to  manage  a  large-scale  mail  operation.  The  PPTB  maintains  two 
digital  copiers  that  incorporate  scan-to-file  technology.  Over  8,000  printing  procurement 
records  have  been  scanned  creating  a  permanent  electronic  database  that  is  accessible  by 
all  employees  of  the  PPTB  as  well  as  outside  partners. 

The  PPTB  continues  to  maintain  a  blanket  simplified  purchasing  agreement  with  the 
Government  Printing  Office  providing  improved  printing  procurement  services  to  our 
customers.  This  agreement  allows  for  the  solicitation  of  bids  and  the  award  of  orders 
directly  from  the  PPTB  office.  This  is  one  more  step  in  which  the  PSC  is  improving  the 
service,  quality,  and  reducing  costs  for  the  quality  printed  products  procured  on  behalf  of 
our  customers. 

The  Media  Arts  and  Reprographics  Branches  are  in  the  process  of  converting  from  analog 
to  digital  technology  in  offered  services,  which  include  videoconferencing,  photography, 
Internet  available  forms,  and  high-speed  digital  reproduction. 

Within  the  Media  Arts  Branch  (MAB)  are  four  lines  of  business  -  Graphics,  Photography, 
Conference  Control  and  Audio/Visual.  MAB  provides  these  services  to  all  HHS 
Agencies,  the  Office  of  the  Secretary  as  well  as  other  Departments.  MAB  Graphics 
Services  provided  over  6,000  separate  job  requests  last  fiscal  year.  Many  projects  are 
highly  technical  and  involve  several  production  stages  prior  to  completion.  Most 
assignments  have  tight  deadlines,  and  virtually  all  deadlines  in  the  past  5  years  have  been 
met.  Much  of  the  design  and  production  of  MAB  is  directed  towards  satisfying  the 
graphic  needs  of  our  various  HHS  clients. 

Utilizing  the  latest  computer  driven  color  printers,  the  Graphics  Section  produces  full 
color  posters,  banners,  large  presentation  charts,  or  full  color  display  graphics  in-house 
with  a  relatively  short  turn  around  time.  Images  3  feet  by  up  to  10  feet  (or  more)  are 
possible  and  are  produced  daily  for  HHS  customers.  In  addition  to  a  highly  trained 
professional  staff,  the  Media  Arts  Branch  has  8  in-house  contractors  as  well  as  more  than 
30  specialized  service  contracts  on  call  to  support  its  operations  and  ensure  all  deadlines 
are  met.  Graphics  also  provides  design  and  layout  for  both  publications  and  forms.  MAB 
is  now  a  primary  resource  for  the  conversion  of  all  HHS  forms  to  meet  the  handicapped 
accessible  Section  508  requirements  for  electronic  forms,  which  are  universally 
accessible  on  the  Internet. 

MAB  also  has  a  state-of-the-art  Photo  Section,  which  produces  thousands  of  photos  and 
35mm  slides  per  year  and  provides  high  quality  photographic  services  to  customers. 
Portrait  photography  for  Agency  Senior  Staff  and  awards  photography  are  executed  in  a 
new  state-of-the-art  photo  studio  located  within  the  Branch.  The  staff  photographer  also 
spends  much  time  "on  location"  at  sites  around  the  Metro  Washington  area  in  order  to 
capture  and  produce  high  quality  photos  for  our  customers'  publications  or  to  document 
research.  MAB  provides  architectural  photography  (both  interior  and  exterior)  including 
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aerial  photos  when  needed.  In  addition,  MAB  provides  passport  photos,  journalistic 
photography,  and  35mm  slide  photographs  for  presentations  and  multimedia  use. 

The  Conference  Control  and  Audio/Visual  group  provide  three  primary  services  - 
conference  room  reservations,  computer  lab  reservations,  and  audio/visual  equipment 
Tentals  used  to  support  events  for  all  Federal  agencies.  Conference  rooms  can  be  used  for 
official  departmental  business,  as  well  as  some  unofficial  business.  For  example,  groups 
that  advocate  health  issue  awareness  may  use  the  facility.  The  Conference  Center  offers  a 
professional  staff  of  audiovisual  technicians  who  provide  services  that  include  the  latest 
technology  for  wide-band  videoconferencing,  satellite  downlink  broadcasts  and  distance 
learning.  In  addition,  LCD  projection  systems  are  available  for  use  with  computer- 
generated,  large  screen  presentations. 

The  Parklawn  Health  Library  continues  to  provide  desktop  access  to  its  web-based  online 
catalog,  monthly  Bulletin,  database  searches,  topical  bibliographies,  health  news,  and 
links  to  other  health  related  Internet  sites.  In  addition,  users  can  request  literature 
searches,  interlibrary  loans,  and  obtain  online  reference  assistance.  The  library  is  now 
offering  its  primary  clients  electronic  full  text  access  to  select  journal  titles. 

Supply  Management 

j\OS  operates  a  full  service  medical  supply  depot  located  in  Perry  Point,  Maryland.  The 
Supply  Service  Center  (SSC)  provides  pharmaceuticals,  medical  and  dental  supplies  to 
more  than  4,500  Federal  health  care  facilities  worldwide.  An  inventory  of  more  than 
6,000  line  items  is  maintained  to  meet  the  needs  of  its  customers  and  provide  an 
economical  source  of  supply  for  all  Federal  customers. 

SSC  is  licensed  by  the  Food  and  Drug  Administration  as  a  Drug  Repackager.  Tablets  and 
capsules  are  repackaged  into  economical  unit-of-use  containers  that  are  customized  to  the 
Federal  customers'  requirements  and  needs.  Strict  quality  control  standards  are 
maintained  by  the  Center  to  assure  compliance  with  all  Current  Good  Manufacturing 
Practice  Regulations  of  the  FDA.  SSC  also  manages,  repackages  and  distributes  study 
drugs  for  National  Institutes  of  Health'  s  sponsored  clinical  drug  trials. 

SSC  also  produces  and  distributes  customized  medical,  dental  and  diagnostic  kits  for  the 
Office  of  Emergency  Preparedness,  State  Department,  Peace  Corps,  Department  of 
Defense  Agencies,  i.e.,  Army,  Navy,  Marines,  and  National  Guard,  Department  of 
Justice,  U.S.  Agency  for  International  Development,  and  Office  of  Foreign  Disaster 
Assistance.  These  kits  are  distributed  to  Embassies  and  Peace  Corps  Posts  in  over  60 
countries  in  addition  to  Navy  Fleet  Hospitals,  Array  Combat  and  Medic  Units,  National 
Guard  and  Emergency  Relief  Programs. 

In  addition  to  providing  logistical  support  worldwide,  the  SSC  participates  in  and 
provides  medical  supply  support  involving  high  priority  efforts  such  as  international 
health  care  projects  and  national  disaster  relief  support.  In  coordination  with  the  Office 
of  International  Health,  U.S.  Agency  for  International  Development,  Federal  Emergency 
Management  Agency,  and  the  Office  of  Emergency  Preparedness,  the  Center  is  vital  in 
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the  medical  supply  support  for  Presidential  Initiatives,  National  Emergencies,  Disaster 
Relief  and  Medical  Readiness  Programs. 

SSC  was  also  the  primary  provider  of  the  2002  flu  vaccine  for  Health  and  Human 
Services  Federal  Occupational  Health  Program,  Indian  Health  Service  and  National 
Institutes  of  Health  in  addition  to  other  Federal  customers  in  Department  of  Defense, 
State  Department,  Peace  Corps,  Pacific  Basin,  Job  Corps,  and  Post  Office.  Over  340,000 
doses  of  flu  vaccine  were  shipped  in  the  first  quarter  of  FY  2003. 

The  facility  at  Perry  Point  also  supplies  one  of  the  newest  services  of  the  PSC,  Federal 
Occupational  Health  (FOH)  clinics  with  approximately  $4.5  million  worth  of  supplies 
annually.  These  supplies  are  in  the  areas  of  pharmaceutical,  nursing  station  supplies, 
minor  medical  devices,  equipment,  furniture,  health  education  publications,  canes, 
crutches,  and  forms. 

Interagency  agreements  between  SSC  and  various  Federal  agencies  have  resulted  in 
several  mutually  beneficial  working  relationships.  Collaborative  efforts  with  Federal 
customers  include  the  following: 

In  conjunction  with  the  Department  of  Veterans  Affairs  (VA),  SSC  continues  to  serve  as 
the  unit-of-use  repackager  for  pharmaceuticals  needed  by  the  VA's  Centralized  Mail  Out 
Pharmacies  (CMOPs)  throughout  the  country.  The  CMOP  units  satisfy  all  the  VA 
outpatient  prescription  needs.  As  a  result  of  our  business  with  the  VA,  SSC  receives 
discounted  prices  on  several  pharmaceutical  products  on  VA's  National  Acquisition 
Contracts. 

The  Centers  for  Disease  Control  and  Prevention  and  D.C.  Government's  Division  of 
Immunization  signed  interagency  agreements  with  SSC  to  be  their  Vaccine  Storage  and 
Distribution  Center.  SSC  receives,  stores,  and  delivers  vaccines  to  physicians  who  are 
enrolled  in  the  Washington,  D.C.  Vaccine  for  Children  Program. 
This  year  SSC  and  the  Naval  Supply  Systems  Command  Detachment  updated  their 
Memorandum  of  Agreement  that  designates  the  Center  as  the  primary  supplier  of 
pharmaceuticals,  medical,  and  diagnostic  products  for  the  Naval  Fleet  Hospital  Program. 
As  a  result  of  our  agreement  with  the  U.S.  Navy,  additional  projects  were  received  from 
the  Navy  Fleet  Hospital  Program,  Naval  Medical  Logistics  Command  and  the  U.S. 
Marines. 

The  Supply  Center  has  three  Memorandum  of  Agreements  (MO A)  with  the  U.S.  Army 
Medical  Materiel  Agency  (USAMMA)  to  provide  materiel  support  for  several  of  their 
programs.  The  first  one  is  the  Centrally  Managed  Potency  and  Dated  Materiel  Program 
Unit  Deployment  Package  (UDP)  Storage  Plan.  The  Supply  Center  provides 
procurement,  storage,  inventory  management  and  transportation  of  specifically  identified 
UDP's.  The  second  MOA  was  signed  for  the  Building  of  Medical  Assemblages.  This 
supports  the  Army's  Medical  Department's  (AMEDD)  strategic  level  medical  logistics 
organization  whose  mission  is  to  enhance  medical  materiel  readiness  throughout  the  full 
range  of  military  health  service  support  missions  worldwide.  The  third  agreement 
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supports  the  Army  Surgeon  General's  Medical  Nuclear,  Biological  and  Chemical 
Defense  Materiel  Plan.  This  provides  the  military  activities  with  the  required  quantities 
of  materiel  available  for  a  military  crisis  and  activation  that  would  not  normally  be 
available  from  a  manufacturer,  commercial  distributor  or  the  SSC  during  peacetime. 

FY  2004  Objectives 

AOS  has  established  the  following  objectives  for  FY  2004: 

•  Develop  Business  Case  Analysis  for  all  product/service  lines  within  AOS  to 
determine  best  business  practices.  This  includes  reviewing  all  processes,  method 
of  deliveries  and  costs.  Begin  to  transition  those  that  are  easily  attained. 

Partner  with  NIH  in  delivering  the  most  effective  Motor  Pool  services  by 
outsourcing  U-Drive  vehicles  to  a  contracted  rental  car  service  allowing  us  to 
utilize  vehicles  on  an  as-needed  basis. 

•  Look  for  other  partnering  opportunities  both  externally  and  within  the  Department 
which  would  bring  economies  of  scale  to  our  customer  base. 

Rationale  for  the  Budget  Request 

The  FY  2004  expenses  for  the  Administrative  Operations  Service  are  estimated  at 
$193,855,000,  an  increase  of  $2,064,000  over  the  FY  2003  estimate.  This  net  change 
reflects  anticipated  sales  increases  at  Perry  Point,  an  increase  in  operating  costs  due  to 
built-in  changes  for  pay  raise  and  other  costs,  offset  by  savings  in  administrative  and 
overhead  costs  in  other  areas. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

FEDERAL  OCCUPATIONAL  HEALTH  SERVICE 

Authorizing  Legislation  -  42  USC  231 

-Government  Management  Reform  Act  (GMRA)-  P.L.  103-356 

Increase 

FY  2002  FY  2003  FY  2004  or 

Actual  Estimate  Estimate  Decrease 

Amount  $119,885,000     $128,761,000     $137,943,000  $9,182,000 

FTE  83  93  93  0 

FY  2004  Authorization   Indefinite 

Purpose  and  Method  of  Operation 

The  Public  Health  Service  Act  authorizes  the  heads  of  Federal  agencies  to  provide  occupational 
health  services  to  their  employees.  Federal  Occupational  Health  Service  (FOHS)  is  a  Service  in 
the  Program  Support  Center.  Its  mission  is  to  work  in  partnership  with  its  customers  to  deliver 
comprehensive  occupational  health  solutions  that  improve  the  health,  safety,  and  productivity  of 
the  Federal  and  military  workforce. 

FOHS  is  the  largest  provider  of  Clinical,  Wellness/Fitness,  Employee  Assistance  Program  (EAP), 
Work/Life,  and  Environmental  Health  and  Safety  services  to  the  Federal  Government.  FOHS  has 
over  fifty-five  years  of  experience  providing  these  services  exclusively  to  Federal  agencies. 
Currently,  FOHS  provides  occupational  health  services  to  more  than  360  Federal  Government 
departments  and  agencies,  reaching  more  than  1 .5  million  Federal  employees.  FOHS  provides 
these  services  in  cities  and  towns  all  across  the  country  including  some  of  the  most  remote 
comers  of  the  United  States.  In  addition,  the  organization's  EAP  and  Work/Life  Services  are 
available  to  Federal  employees  and  their  families  stationed  in  more  than  100  countries  overseas. 
The  support  and  services  FOHS  provides  enable  agencies  to  promote  health,  wellness,  and  safe 
work  environments  for  their  employees  as  well  as  maintain  compliance  with  OSHA  and  other 
Federally-mandated  standards. 

Organizationally,  FOHS'  services  are  managed  through  three  Divisions:  the  Clinical  Services 
Division,  the  Employee  Assistance  Program  Services  Division  and  the  Environmental  Health 
Services  Division. 
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Clinical  Services  Division 

The  Clinical  Services  Division  offers  a  wide  variety  of  health  and  wellness  services  to  keep 
employees  healthy,  productive  and  on  the  job.  Clinical  services  are  provided  through  a  package  of 
Basic  Occupational  Health  Center  Services  or  through  a  fee-for-service  set  of  services  that  can  be 
customized  to  meet  the  needs  of  its  customers. 

•  Basic  Occupational  Health  Center  Services  are  provided  through  FOHS'  250  Health 
Centers  located  in  or  near  Federal  buildings  throughout  the  United  States.  Services  include 
but  are  not  limited  to: 

o   Emergency  Response/Walk-in  Care  and  First  Aid 

o  Physician-Prescribed  Services  such  as  blood  pressure  and  glucose  monitoring,  and  allergy 
shots 

o   Immunizations  against  influenza,  pneumonia,  and  tetanus  (when  indicated) 
o   Traveler's  Health  and  Immunization  Information 

o  Health  and  Wellness  Seminars  and  Programs  on  topics  such  as  stress  reduction;  good 
nutrition  and  weight  management;  reducing  cholesterol  levels;  breast,  prostate,  colorectal 
and  skin  cancer  awareness,  etc. 

o   On-line  Health  Risk  Appraisals 

o   Health  Screenings  for: 

■  High  Blood  Pressure 
•  Diabetes 

■  Vision 

■  Tuberculosis 

■  Hearing 

■  Glaucoma 

o   Individual  Health  Counseling 
o   Outreach  Programs 

•  Fee-for-Service  Services  are  also  provided  through  many  of  FOHS'  Health  Centers  and 
through  an  extensive  and  ever-growing  network  of  private-provider  physicians  and  nurses. 
Specialized  fee-for-service  services  include  but  are  not  limited  to: 

o   Medical  Standards  Development  including  the  development,  review  and  validation  of 

medical  standards  for  Federal  law  enforcement  agents, 
o   Physical  Examinations  including  pre-placement,  fitness-for-duty,  employee  and 

incumbent  medical  exams, 
o   Medical  Surveillance  Programs  including  the  development  and  implementation  of  both 

systematic  and  on-going  assessments  of  employees  exposed  or  potentially  exposed  to 

occupational  hazards  such  as  noise,  asbestos,  or  toxic  chemicals, 
o   Clearance  Examinations  for  exercise  participation,  fitness  for  duty,  return  to  work,  and 

respirator  use. 

o  Database  Management  including  the  collection,  analysis  and  reporting  of  agency  medical 
data  to  facilitate  management  of  health-related  requirements  for  medical  determinations, 
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placement  decisions,  vaccination  status  and  test  results. 
Workplace  Drug  Deterrence  Programs  including: 

■  Urine  collection  services 

■  SAMHSA-certified  laboratory  services 

■  Medical  review  of  test  results 

■  Quality  assurance  and  training 

Pre-deployment  Services  for  military  personnel.  Services  include  immunizations 
(including  anthrax  and  smallpox),  medical  examinations,  dental  examinations  and 
restorations,  as  well  as  HIV  tests. 

Automated  External  Defibrillator  (AED)  Programs  including: 

■  Review  of  existing  AED  Programs 

■  Development  of  customized  AED  programs  and  protocols 
*  AED  Medical  Director  services 

■  CPR  and  AED  training  and  logistical  support 

■  Equipment  selection  and  purchase 

■  Sudden  cardiac  arrest  event  analysis 

■  Critical  incident  stress  management  services 

Smoking  Cessation  Programs  that  utilize  scientifically  proven  "quit"  methods.  Services 
include  development,  implementation  and  on-going  support  for  individual  or  group  "quit" 
programs  using  Nicotine  Replacement  Therapy  (NRT)  and/or  behavioral  change 
programs. 

Law  Enforcement  Programs  -  Services  include  development  of  mandatory  physical 
fitness  requirements,  clearance  exams,  employee  assistance  programs,  medical  reviews, 
quality  assurance  programs,  and  database  management. 

Injury  Prevention  and  Disability  Management  Services  including  development  of  and 
support  for  comprehensive  Injury  Prevention  and  Disability  Management  (IPDM) 
Programs.  These  services  are  designed  to  provide  organizations  with  an  integrated 
approach  to: 

■  Reducing  the  risk  of  work-related  injuries  and  illnesses 

■  Reducing  the  associated  impacts  on  costs  and  productivity 

■  Helping  supervisors  and  co-workers  appropriately  manage  workplace 
accommodation  and  return-to-work  issues,  and 

■  Helping  the  employee  return  to  work  as  soon  as  it  is  safe  for  them  to  do  so. 

Services  include: 

■    Worksite  Assessments 

•  Safety  Assessments 

•  Ergonomic  Assessments 

•  Workplace  Design  Consultations 
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•  Functional  Medical  Standards  Review 

•  Organizational  Assessments 

•  Post-Injury  Follow-up  Assessments 

■  Health  and  Wellness  Services 

•  Wellness-Fitness  Programs 

•  Employee  Assistance  Programs 

•  Work/Life  Programs 

■  Training  and  Education 

•  Worksite  Health  and  Safety  Training 

•  General  Health  and  Disease  Prevention  Programs 

■  Medical  Disability  Management 

•  Case  Management 

•  Reasonable  Accommodation  Consultations 

•  Light/Modified  Duty  Program  Expert  Medical  Opinions 

•  Return  to  Work  Planning 

•    FOHS  also  provides  a  wide  variety  of  Wellness/Fitness  Services  including: 
o   Design,  development,  staffing  and  management  of  on-site  Fitness  Centers 
o   Design  and  development  of  customized  Wellness  and  Fitness  Programs 
o   Selection,  purchase,  and  maintenance  of  fitness  equipment 
o   Fitness  assessments  and  pre-participation  screenings 
o   Design  of  fitness  programs  and  aerobics  classes 

o   Design  and  presentation  of  Wellness/Fitness  Seminars  on  such  topics  as  weig 

management,  nutrition,  and  stress  management 
o   Promotion  of  Wellness/Fitness  Programs 

Employee  Assistance  Program  Services  Division 

FOHS'  EAP  Services  Division  offers  a  wide  variety  of  programs  that  help  employees  resol' 
personal  problems  that  may  adversely  impact  their  work  performance,  conduct,  health  and/' 
well-being;  help  employees  balance  their  work  and  personal  lives;  and  help  employers  ai 
employees  adapt  to  workplace  changes. 

•  Employee  Assistance  Program  services  are  generally  provided  on  a  per-capita  basis.  Son 
services  however  are  available  on  a  fee-for-service  basis  and  can  be  customized  to  meet  tl 
needs  of  the  organization  and  its  employees.  Most  services  are  provided  by  license 
professional  counselors  located  in  more  than  200  counseling  offices  in  Federal  buildinj 
across  the  country  as  well  as  through  a  vast  network  of  "affiliate"  counselors  in  approximate 
8000  locations  across  the  country  and  overseas.  Counseling  and  referral  services  are  availab 
24  hours  a  day,  365  days  a  year. 

The  EAP  capitated  program  offers  confidential  face-to-face  initial  assessments,  short-ter 
counseling,  referral  and  follow-up  services,  using  licensed  counselors,  for: 
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>■  Family-relationship  issues 

>■  Workplace  concerns 

>■  Alcohol  and  drug  problems 

>•  Personal  and  emotional  difficulties 

>-  Health  and  behavioral  issues 


Other  EAP  services  within  the  capitated  EAP  include: 
o   Information  via  an  EAP  Website  for: 

*  Educational  materials,  self-help  strategies  and  other  resources  to  help  empl  oy ees  learn 
how  to  live  healthy  and  work  well 

■  Specific  information  about  EAP  services 

■  Help  in  preparing  for  sessions  with  a  counselor 

•  Self-assessments  on  key  behavioral  health  topics,  including  depression  and  alcohol 
abuse 


o  Supervisor  Training  for  supervisors,  managers,  employee  and  labor  relations  specialists, 
union  officials  and  human  resources  officers  on  the  procedures  for: 

■  Referring  employees  to  the  EAP 

■  Crisis  management 

■  Appropriate  documentation 

■  Privacy  and  confidentiality 

■  Employee  reintegration  into  the  work  environment. 

o   Critical  Incident  Stress  Management  (CISM)  Services  using  professionally  trained 
CISM  counselors  to  assist  in  the  management  of  traumatic  situations  through 
consultations  with  management,  and  by  providing  defusings  and  debriefings. 

o    Employee  Orientation  to  provide  new  employees  with  an  overview  of  the  EAP,  the 
services  offered,  as  well  as  privacy  and  confidentiality  standards. 

o    Financial  Services  The  Program  offers  information  on  a  wide  range  of  issues  such  as 
retirement  planning,  education  funding,  estate  planning,  and  investment  strategies. 

o   Legal  Services,  using  licensed  attorneys,  practicing  law  in  the  applicable  state,  will 
provide  a  telephone  consultation  at  no  charge  to  the  employee.  Issues  that  can  be 
addressed  include: 

•  Healthcare  Power  of  Attorney 

•  Living  Wills 

■  Housing,  or  Real  Estate  matters 

•  Estate  Planning 

-  Family  law,  such  as  divorce,  child  custody  and  child  support 

•  Criminal  matters 

o    Educational  Seminars  on  such  topics  as  conflict  resolution,  substance  abuse, 
balancing  family  needs,  time  and  stress  management,  managing  employees  with 
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performance  problems,  dealing  with  sexual  harassment,  and  how  to  cope  with 
change. 

The  EAP  Services  Division  has  also  developed  a  set  of  specialized  programs  including: 
o    Organizational  Development  (OP)  Programs  Services  are  designed  to  help  managers 
and  employees  improve  group  dynamics,  communications,  and  their  organizational 
culture.  OD  services  include  but  are  not  limited  to: 

•  Management  retreats 

•  Training  programs 

■  Executive  coaching 

■  Skills  development 

»    Organizational  change  management 

■  Violence  prevention 

■  Incidence  response  training 

o  Law  Enforcement  Assistance  Programs  These  Programs  utilize  professional 
counselors,  trained  to  provide  services  to  this  special  needs  group,  to  help  law 
enforcement  agency  personnel  and  their  family  members  cope  with  the  unique 
stressors  associated  with  this  often-times  dangerous  and  stressful  occupation. 

o  Alternative  Dispute  Resolution  (ADR)  Services  utilizes  a  network  of  trained  and 
experienced  ADR  professionals  who  use  a  variety  of  ADR  techniques  to  assist 
disputing  parties  in  resolving  their  disagreements. 

o  Family  Support  Center  Services  are  mandated  by  the  Department  of  Defense  and 
include  the  Family  Advocacy  Program,  Exceptional  Family  Member  Program,  Family 
Member  Employment  Assistance,  Information  and  Referral,  Relocation  Assistance 
Program,  Outreach,  and  Consumer  Affairs  and  Financial  Counseling. 

o  International  Employee  Assistance  Program  Services  to  assist  Federal  employees  and 
their  families  abroad.  This  Program  includes  services  for  U.S.  citizens  and  local 
nationals  as  well  as  their  family  members. 

•  The  Employee  Assistance  Program  Services  Division  also  offers  one  of  the  country's  most 
comprehensive  Work/Life  Programs  to  Federal  employees.  The  Program  offers  confidential 
information,  referrals  to  qualified  resources  and  consultation  services.  The  Work/Life 
Program  includes  services  for  life  events  and  information  about: 

>■  Adoption 

>■     Becoming  a  Parent 

>*     Newborn  and  Child  Care 

>•     College  and  Technical  Schools 

^     Relocation,  Career  Development 

>•     Financial  Planning 

>•     Legal  Assistance 

Convenience  Services 

>■     Retirement  Planning 
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Elder  Care  and  other  services  for  adults  with  disabilities  and  illnesses 
Environmental  Health  Services  Division 

FOHS'  nationwide  network  of  environmental  health  and  industrial  hygiene  specialists  provide 
environmental,  health  and  safety  consultations  and  services  to  help  Federal  managers  establish 
and  maintain  safe,  healthy  and  productive  work  environments  and  to  comply  with  OSHA  and 
EPA  regulatory  compliance  mandates.  Services  provided  within  this  Division  include  but  are  not 
limited  to: 

•  Indoor  Air  and  Water  Quality  Assessments  to  investigate  and  evaluate  situations  where 
building  occupants  experience  health  problems  that  may  be  linked  to  air  or  water  quality. 
Evaluations  can  include  building  assessments;  conducting  tenant  meetings  to  identify  and 
discuss  potential  problem  areas;  and  analyzing  clinical  and  epidemiological  data  to  identify 
and  address  complex  problems. 

•  Hazard  Assessments  to  identify  physical,  chemical,  radiological  and  biological  stressors. 
FOHS  experts  provide  personal  exposure  assessments  and  develop  abatement  strategies  based 
upon  a  thorough  evaluation  of  data  from  prior  studies  and/or  actual  sample  results. 

•  Asbestos  Detection,  Monitoring  and  Abatement  Services  including  development  of  asbestos 
management  plans,  building  profiles,  training,  air  monitoring,  abatement  oversight,  sample 
analysis  and  record-keeping.  All  services  are  conducted  in  accordance  with  OSHA  and  EPA 
standards. 

•  Lead  Detection,  Monitoring  and  Abatement  Services  to  comply  with  Title  X  of  the  Housing 
and  Community  Development  Act  of  1992  (Section  403).  FOHS  can  help  develop  lead 
abatement  programs,  design  lead  management  plans  and  provide  lead  abatement  oversight.  In 
addition,  FOHS'  industrial  hygienists  can  educate  Federal  managers  and  employees  about  the 
hazards  of  lead  in  drinking  water,  working  safely  with  lead,  and  the  safe  removal  of  lead- 
based  paint. 

•  Safety  Assessments  and  Training  to  help  managers  improve  their  organization's  safety  and 
health  programs  and  to  educate  managers  about  the  importance  of  and  requirements  for 
ensuring  that  employees  are  safe  and  healthy  in  the  workplace. 

•  Environmental  Surveys  to  help  organizations  meet  the  requirements  of  the  Resource 
Conservation  and  Recovery  Act,  the  Comprehensive  Environmental  Response  Compensation 
and  Liability  Act  as  well  as  the  Superfund  Amendments  and  Reauthorization  Act. 

•  Personal  Protective  Equipment  (PPE)  Program  Development  and  Implementation  including  a 
respiratory  protection  program  as  required  in  29CFR  1910.132  and  1910.139.  FOHS'  experts 
can  help  develop  or  suggest  improvements  to  PPE  Program  elements  including  hazard 
assessments  and  fit  testing. 

•  Hearing  Conservation  Consultations  and  Assessments  to  assist  in  the  implementation  of 
agency-specific  hearing  conservation  programs.  In  accordance  with  OSHA's  standard 
1910.95,  FOHS  will  provide  noise  exposure  assessments,  noise  exposure  monitoring,  octave 
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band  analyses,  and  noise  engineering  surveys. 

•  Hazard  Communication  Program  Development  and  Implementation  to  help  agency  managers 
meet  the  requirements  of  OSHA's  Hazard  Communication  Standard.  FOHS'  environmental 
health  professionals  can  conduct  hazard  communication  training  for  employees,  develop 
inventories  of  hazardous  materials,  provide  material  safety  data  sheets,  conduct  program 
evaluations  and  develop  hazardous  material  control  plans. 

•  Emergency  Response  Plan  Development  and  Training  including  the  development  of 
comprehensive  safety  and  health  programs,  employee  and  supervisory  emergency  response 
training,  and  the  development  and  implementation  of  emergency  response  plans. 

•  Food  Sanitation  and  Service  Inspections  to  ensure  compliance  with  all  applicable  FDA 
regulations.  Inspections  ensure  that  food  preparation,  storage  and  service  meet  the  necessary 
requirements  to  ensure  its  safety. 

•  Ergonomics  Assessments  and  Program  Development  to  help  managers  prevent  work-related 
injuries  and  address  workplace  injury  risk  factors  that  help  employees  stay  healthy  and  on  the 
job.  Ergonomic  Program  elements  include: 

o  Consultations  on  the  selection  and  procurement  of  workstation  equipment  and 
furniture. 

o   Individual  workstation  evaluations 
o   Training  seminars  and  on-line  training 

o    Assisting  with  reasonable  accommodation  requests  and  return  to  work  issues 
o    Recommendations  for  space  planning  and  appropriate  workstation  and 
computer  setups 

o  Converting  generic  job  descriptions  to  functional  job  requirements  that 
identify  physical  demands  of  the  job  tasks 

o  Recommendations  for  overall  compliance  with  OSHA's  ergonomics 
guidelines  including  assistance  in  developing  written  policies,  hazard 
reporting,  job  analyses,  training  requirements  and  management  procedures. 

•  FOHS'  Environmental  Health  Services  Division  also  manages  three  fully-equipped  and 
accredited  reference  laboratories.  These  state-of-the  art  laboratories  offer  both  sampling 
and  analytical  support  services  and  specialize  in  industrial  hygiene,  environmental, 
microbiological,  as  well  as  asbestos  and  other  fine  particle  analyses.  Analyses  are  conducted 
for  heavy  metals,  regulated  chemicals,  fungi,  molds,  indoor  allergens,  water-borne 
contaminants,  asbestos  and  other  fine  particles. 

FY  2004  Objectives 

Increase  the  number  of  Federal  employees  covered  by  our  basic  clinical  occupational 
health  program  from  226,000  (the  FY2002  population)  to  at  least  235,000. 
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Increase  the  number  of  billable  hours  of  environmental  health  consultation  and  services 
to  Federal  agency  customers  from  165,000  hours  to  182,000  hours. 
Add  100,000  Federal  employees  to  the  population  covered  by  FOHS'  employee 
assistance  and  work-life  programs,  thereby  increasing  program  coverage  from  1 ,300,000 
employees  to  1,400,000  employees. 

Maintain  a  95%  initial  customer  satisfaction  rate,  and  resolve  all  resolvable  customer 
satisfaction  issues. 

Rationale  for  the  Budget  Request 

FOHS  provides  occupational  health  consultation  and  services  to  other  Federal  agencies  through 
interagency  agreements.  Costs  of  services  are  fully  reimbursable  and,  therefore,  FOHS  does  not 
receive  appropriated  funds.  The  budget  request  of  $137,943,000  is  an  increase  of  $9,182,000 
over  FY  2003  and  reflects  an  anticipated  increase  of  customer  services  in  FY  2004,  as  well  as 
covering  built-in  pay  raises  and  other  increases  which  are  offset  by  savings  in  administrative  and 
overhead  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 

Detaii  of  Full-Time  Equivalent  Employment  (FTE) 


2002 
Actual 


Human  Resources  Service  

Commissioned  Personnel  Service. 

Financial  Management  Service  

Administrative  Operations  Service. 

Federal  Occupational  Health  

Office  of  the  Director  

Freedom  of  Information  

Total,  FTEs  


264 
103 
243 
428 
83 
27 
3 


2003 
Estimate 


264 
103 
258 
402 
93 
28 
3 


2004 
Estimate 


264 
103 
258 
402 
93 
28 
3 


1,151 


1,151 


1,151 


2001. 
2002. 
2003. 
2004. 


Average  GS  Grade 

10.56 
10.66 
10.71 
10.75 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
PROGRAM  SUPPORT  CENTER 
Detail  of  Positions 

2002  2003  2004 

Actual  Estimate  Estimate 


ES-4   1  1  1 

ES-3   2  2  3 

ES-2   4  4  4 

ES-1    1_   V   0 

Subtotal   8  8  8 

Total  -  ES  Salary   $1,067,498  $1,099,523  $1,132,509 


GS-15   49  51  53 

GS-14   129  133  135 

GS-13   200  206  208 

GS-12   176  178  180 

GS-11   90  92  95 

GS-10     3  5  .7 

GS-09   81  79  75 

GS-08   43  43  43 

GS-07   78  80  82 

GS-06   41  40  38 

GS-05   60  55  50 

GS-04   40  35  33 

GS-03   16  12  10 

GS-02   9  7  7 

GS-01    1_   0   0 

Subtotal   1,016  1,016  1,016 


CO-07   1  1  1 

CO-06   31  32  33 

CO-05   24  26  27 

CO-04   18  20  21 

CO-03   6  4  2 

CO-02   4  2  1 

CO-01    1_   0   0 

Subtotal   85  85  85 


Wage  Graded 

07   1  1  1 

06   14  15  17 

05   7  9  9 

04   19  16  14 

03   1  1  1 

02    0   0   0 

Subtotal  42  42  42 


Total  FTE  usage,  end  of  year                                 1,151                      1,151  1,151 

Average  ES  level   2.63 

Average  ES  salary   $141,564 

Average  GS  level   10.75 

Average  GS  salary   $70,267 

Average  Commissioned  Officer  grade   4.85 

Average  Commissioned  Officer  salary   $89,070 

Average  Wage  Graded  grade   4  88 

Average  Wage  Graded  salary   $34,391 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

For  retirement  pay  and  medical  benefits  of  Public  Health  Service  Commissioned  Officers  as 
authorized  by  law,  for  payments  under  the  Retired  Serviceman's  Family  Protection  Plan  and 
Survivor  Benefit  Plan,  and  for  medical  care  of  dependents  and  retired  personnel  under  the 
Dependent's  Medical  Care  Act  (10  U.S.C.  ch.  55  and  56),  such  amounts  as  may  be  required 
during  the  current  fiscal  year. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 

Amounts  Available  for  Obligation 

FY  2002  FY  2003  FY  2004 

Actual  Appropriation  Estimate 

Appropriation  $273,478,736  $285,486,000  $303,392,000 

Total  obligations  $273,478,736  $285,486,000  $303,392,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 
Summary"  of  Changes 


2003  Appropriation  $285,486,000 

2004  Request   303.392.000 

Net  change  .   +17,906.000 

FY  2003  Current 

Estimate  Base  Change  from  Base 

FTE  BA  FTE  BA 

Changes: 

1.  Annual  ization  of  the 

FY  2003  COLA,  4.5%  COLA  in 
FY  2004,  and  for  the 
projected  net  increase  of 

retirees  during  FY  2004  —         $218,984,000  —  -S15.016.000 

2.  Will  only  cover  medical  benefits 
for  Officers  under  age  65. 
Costs  do  include  a  projected 
increase  of  3.8%  in  medical  care 

costs  for  these  Officers.  —  52,400,000  —  +1,991,000 

3.  Annualization  of  the 

FY  2003  COLA,  4.5%  COLA  in 
FY  2004,  and  projected  net 
increase  in  average  costs  per 

survivor  in  FY  2004  —  14,102,000  —  +899,000 

Net  change  —  ^-$17,906,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 
Budget  Authority  bv  Activity 


Retirement  payments 
Survivors'  benefits 
Medical  care 


FY  2002 
Actual 

$204,224,261 

13,216,357 

56.038.118 


FY  2003 
Appropriation 

$218,984,000 

14,102,000 

52.400.000 


FY  2004 
Estimate 

$234,000,000 

15,001,000 

54.39K000 


Total 


$273,478,736 


$285,486,000 


$303,392,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 
Budget  Authority  by  Object 


FY  2002            FY  2003  FY  2004  Increase/ 

Actual  Appropriation  Estimate  Decrease 

Benefits  for  former 

personnel                 $217,440,618  $233,086,000  $249,001,000  +$15,915,000 

Other  services               56.038.118       52.400.000  54.391,000  +1.991.000 


Total  budget  authority  by 

object  $273,478,736    $285,486,000      $303,392,000  +$17,906,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 
Authorizing  Legislation 


FY  2003  FY  2004 

Amount         FY  2003  Amount        FY  2004 

Authorized    Appropriation      Authorized  Estimate 


1 .  Retirement  payments 
Chapter  6A  of  Title 
42,  ILS.C. 


Indefinite     $218,984,000      Indefinite  $234,000,000 


2.  Survivors'  benefits 
Chapter  73  of  Title 
10,  U.S.C. 


Indefinite        14,102,000      Indefinite  15,001,000 


3.  Medical  care 
Chapter  55  and  56 
Of  Title  10U.S.C, 
P.L.  89-614;  P.L.I  06- 
398;P.L.107-107. 


Indefinite        52,400,000      Indefinite  54,391,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 
Appropriations  History  Table 


Year 

Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1992 

$134,674,000 

$134,674,000 

$134,674,000 

$123,189,000 

1993 

140,762,000 

140,762,000 

140,762,000 

140,463,000 

1994 

153,060,000 

153,060,000 

153,060,000 

147,191,000 

1995 

159,321,000 

159,321,000 

159,321,000 

144,370,000 

1996 

166,925,000 

166,925,000 

166,925,000 

154,715,000 

1997 

178,635,000 

178,635,000 

178,635,000 

179,008,000 

1998 

190,739,000 

190,739,000 

190,739,000 

190,996,000 

1999 

201,635.000 

201,635,000 

201,635,000 

200,870,805 

2000 

214,905,000 

214,905,000 

214,905,000 

201,842,168 

2001 

219,772,000 

219,772,000 

219,772,000 

245,956,147 

2002 

242,577,000 

242,577,000 

242,577,000 

273,478,736 

2003 

251,039,000 

251,039,000 

251,039,000 

285,486,000 

2004 

303,392,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 


Retirement  Pay  and  Medical  Benefits  for  Commissioned  Officers 


Justification 


jtirement 
ayments 


irvivors 
3nefits 


FY  2002 
Actual 

$204,224,261 


13,216,357 
edical  care  56.038.118 
>tal  budget 

Jthority   $273,478,736 


FY  2003 
Appropriation 


14,102,000 
52.400.000 


FY  2004 
Estimate 


15,001,000 
54.391.000 


Increase  or 
Decrease 


$218,984,000         $234,000,000  +$15,016,000 


+899,000 
+1.991.000 


$285,486,000         $303,392,000  +$17,906,000 


General  Statement 


lis  appropriation  provides  for  retirement  payments  to  Public  Health  Service  (PHS)  officers  who  are 
tired  for  age,  disability,  or  a  specified  length  of  service  as  well  as  for  payments  to  survivors  of  deceas 
tired  officers  who  had  elected  to  receive  reduced  retirement  payments. 

us  account  also  funds  the  provision  of  medical  care  to  active  duty  and  retired  members  of  the  PHS 
jmmissioned  Corps,  and  to  dependents  of  active  duty,  retired  and  deceased  members  of  the  PHS 
Mnmissioned  Corps. 

le  FY  2004  request  is  a  net  increase  of  $  1 7,906,000  over  the  FY  2003  level.  This  amount  reflects 
creased  medical  benefits  costs,  an  annualization  of  amounts  paid  to  retirees  and  survivors  in  FY  2003, 
id  a  net  increase  in  the  number  of  retirees  and  survivors  during  FY  2003.  The  budget  request  includes 
•st-of-living  adjustment  (COLA)  of  4.5  percent. 


57 


480 


etirement  Payments 

uthorizing  legislation  -  Chapter  6A  of  Title  42  U.S.C. 


FY  2002  FY  2003  FY  2004  Increase  or 

Actual  Appropriation  Estimate  Decrease 

$204,224,261  $218,984,000  $234,000,000  +$15,016,000 

304  Authorization   Indefinite 


Lirpose  and  Method  of  Operation 

he  purpose  of  this  activity  is  to  provide  mandatory  payments  to  Commissioned  Officers  of  the  Public 
ealth  Service  who  have  been  retired  for  age,  disability  or  specified  length  of  service. 

onding  levels  for  the  past  five  fiscal  years  were  as  follows: 


1999   $159,457,665 

2000   157,548,454 

2001    193,942,280 

2002   204,224,261 

2003    218,984,000 


ationale  for  the  FY  2004  Budget  Request 

he  FY  2004  request  of  $234,000,000  is  an  increase  of  $15,016,000  over  the  FY  2003  level  and  will 
ipport  payments  to  an  estimated  4,463  annuitants.  The  increase  will  fund  the  annualization  costs  of  tl 
Y  2003  COLA,  an  FY  2004  COLA  of  4.5  percent,  and  the  projected  net  increase  of  108  retirees  durin 

V2004. 

ne  FY  2004  estimates  are  based  on  payments  to  the  following  number  of  retirees: 


Net 

Period  Ending  Total  Increase 

September  30, 2002,  (act.)  4,247  149 
September  30, 2003,  (est.)  4,355  108 
September  30, 2004,  (est.)         4,463  108 
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urvivors'  Benefits 

authorizing  legislation  -  Chapter  73  of  Title  10  U.S.C. 


FY  2002  FY  2003  FY  2004  Increase  or 

Actual  Appropriation  Estimate  Decrease 

$13,216,357  $14,102,000  $15,001,000  +$899,000 

004  Authorization   Indefinite 


uroose  and  Method  of  Operation 

his  activity  provides  for  the  payment  of  annuities  to  survivors  of  retired  officers  who  had  elected  to 
jceive  reduced  retirement  payments  under  the  Retired  Serviceman's  Family  Protection  Plan  and 
urvivor's  Benefit  Plan.  This  program  is  financed  by  the  Federal  Government  although  deductions  are 
iade  in  the  retirement  payments  to  the  officers  who  elect  the  option  of  survivors'  benefits. 


unding  levels  for  the  past  five  years  were  as  follows: 


1999  $11,582,239 

2000   10,791,118 

2001    11,336,715 

2002   13,216,357 

2003   14,102,000 


ationale  for  the  FY  2004  Budget  Request 

he  FY  2004  request  of  $15,001,000  is  an  increase  of  $899,000  from  the  FY  2003  level  and  will  provic 
ayments  for  an  estimated  636  annuitants.  This  amount  includes  funds  for  the  annualization  costs  of  th 
Y  2003  COLA  and  the  FY  2004  COLA  of  4.5  percent. 

he  FY  2004  estimates  are  based  on  payments  to  the  following  numbers  of 
militants: 

Net 

Period  Ending  Total  Increase 


September  30, 2002,  (act.)  612  2 
September  30, 2003,  (est.)  624  12 
September  30, 2004,  (est.)       636  12 
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ical  Care 


lorizing  legislation  -  Chapter  55  of  Title  10U.S.C;  P.L.  106-398;  and  P.L.  107-107. 


FY  2002 
Actual 


FY  2003 
Appropriation 


FY  2004 
Estimate 


Increase  or 
Decrease 


$56,038,118 


$52,400,000 


$54,391,000 


$1,991,000 


-  Authorization 


Indefinite 


ose  and  Method  of  Operation 

program  provides  for  the  cost  of  medical  care  rendered  in  non-Federal  and  in  uniformed  service  faci 
tive  duty  and  retired  PHS  commissioned  officers  and  dependents  of  eligible  personnel. 

activity  fulfills  the  mandatory  medical  care  obligations  of  the  Public  Health  Service  to  Commissione 
:ers  and  their  dependents.  Medical  care  to  eligible  beneficiaries  is  authorized  under  the  Dependents' 
ical  Care  Act,  as  amended  by  P.L.  89-614,  which  allows  for  an  expanded  and  uniform  program  of  me 
to  active  duty  and  retired  members  of  the  uniformed  services,  and  dependents  of  active  duty,  retired  a 
ased  members.  Health  care  provided  in  a  uniformed  service  facility  is  billed  directly  to  the  Public  He 
ice  by  that  organization.  When  medical  care  is  provided  to  dependents  or  retirees  in  a  private  facility 
ian  Health  and  Medical  Program  of  the  Uniformed  Services  (TRICARE)  acts  as  the  Government's  ag 
range  payment  and,  in  turn,  bills  the  Public  Health  Sen-  ice  for  the  services  rendered.  In  addition,  con 
cal  care  is  arranged  for  active  duty  officers  who  are  not  stationed  in  an  area  accessible  to  uniformed 
ities. 

legislation  is  being  proposed  to  allow  for  the  adjustment  of  accrual  amounts  that  uniformed  services 
ntly  pay  into  the  Department  of  Defense  Uniformed  Service  Retiree  Health  Care  Fund  for  Medicare- 
Die  beneficiaries.  The  adjustment  would  allow  accrual  rates  to  reflect  more  accurately  the  all-officer 
x>sition  of  the  Public  Health  Service  Commissioned  Corps.  The  FY  2004  budget  includes  $13  millio 
ifference  between  the  rate  under  existing  law  and  the  rate  that  would  result  from  the  proposal.. 

ing  and  beneficiary  levels  for  the  past  five  years  were  as  follows: 


Total 
Funding  Level 


Beneficiaries 


1999 
2000 
2001 
2002 
2003 


$27,578,901 
32,174,596 
39,325,152 
56,038,118 
52,400,000 


27,500 
27,500 
27,500 
27,500 
27.500 
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rionale  for  FY  2004  Budget  Request 

e  request  of  $54,391,000  will  provide  medical  care  for  under  age  65  beneficiaries.  The  FY  2004  reque 
lects  increases  in  the  cost  of  drugs  and  inpatient  and  outpatient  care  for  all  beneficiaries  in  Federal  and 
i-Federal  facilities.  The  request  also  includes  the  costs  of  the  proposal  to  allow  for  adjustment  of  curr 
:rual  rates  for  Medicare-eligible  beneficiaries. 
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EXECUTIVE  SUMMARY 


The  Program  Support  Center's  Performance  Plan  and  Report  reviews  past  years  and  looks  to 
the  future,  reflecting  steady  progress  in  defining  and  delivering  quality,  competitive 
Government  support  products  and  services  to  our  customers. 

The  PSC  provides  Federal  government  administrative  and  logistical  support  services  to  HHS 
and  other  Federal  agencies.  Services  include:  acquisition  and  contract  management  services; 
medical  supply  repackaging  and  distribution  services;  building  and  security  services;  Federal 
occupational  health  services;  personnel  and  payroll  services;  facilities  and  materiel 
management  services;  telecommunications  services;  accounting  and  financial  management 
services;  and  information  technology  services.  The  PSC  is  committed  to  earning  and 
maintaining  a  reputation  as  a  quality,  responsive,  value-oriented,  technically  competent,  and 
customer-service  oriented  organization. 

PSC's  FY  2002  accomplishments  include: 

•  Achieved  unqualified  audit  opinions  for  all  six  customer  OPDIVs  in  the  FY  200 1 
audits  of  financial  statements  and  there  were  no  new  material  weaknesses  in  all  six  of 
those  audits. 

•  Developed  a  comprehensive  competitive  sourcing  plan  in  accordance  with  the 
President's  Management  Agenda.  The  FY  2002  competitive  sourcing  goal  of  5%  was 
exceeded. 

•  Began  and  substantially  completed  development  of  a  new  PSC  billing  system  in  FY 
2002.  The  PSC  Revenue,  Invoicing,  and  Cost  Estimation  System  (PRICES)  was 
delivered  and  made  operational  on  November  15,  2002. 

•  The  Payment  Management  System  team  processed  more  than  300,000  payments 
totaling  more  than  S244B  to  grantees  while  collecting  approximately  $10M  in  interest 
earned  on  Federal  Funds  on  deposits  with  grantees. 

Brought  the  HHS  Department  on-line  to  the  new  state-of-the-art  PeopleSoft  personnel 
system.  The  PeopleSoft  system  was  fully  deployed  in  October  2002,  four  months 
ahead  of  schedule. 

•  Successfully  implemented  a  number  of  best  practices  and  state-of-the-art  automated 
tools  such  as  Help  Tool,  Application  Messaging,  and  People  Tools  to  enhance  the  HR 
process  and  improve  customer  relations. 

Streamlined  our  work  structures  and  processes  to  increase  direct  access  of  customers 
to  service  decision  points. 

Conducted  a  review  of  our  business  practices  and  began  preparation  of  business  cases 
that  will  recommend  actions  to  refine,  improve  or  change  our  business  practices. 
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FOHS  grew  its  business  by  17%  in  the  year,  primarily  due  to  huge  demands  for 
services  from  its  customers  engaged  in  National  and  Homeland  Defense. 

The  Program  Support  Center's  vision  is  to  be  a  customer-driven  organization  that  provides 
high  quality  products  and  outstanding  services  that  will  earn  us  a  service  delivery  reputation 
that  is  second  to  none. 


PSC  Performance  Report  Summary 


The  following  chart  shows  a  summary  of  the  PSC  measures  from  FY  1 999 
to  the  present 


Fiscal 

Measures  in 
Plan 

Results 
Reported 

Results  Met 

Unreported 

Year 

1999 

40 

40 

36 

0 

2000 

42 

42 

28 

0 

2001 

42 

42 

30 

0 

2002 

44 

31 

27 

13 

2003 

21 

2004 

19 

Point  of  Contact: 

Ms.  Jerrilyn  Anderson 

Office  of  Budget  and  Management 

Program  Support  Center 

301-443-1486 
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Program  Support  Center  Mission 

The  Program  Support  Center  provides  customer-focused  administrative  services  and  products  for 
the  Department  of  Health  and  Human  Services. 

The  PSC  is  charged  with  providing  a  full  range  of  support  services  to  all  components  of  the  HHS 
focusing  primarily  on  products  and  services  in  the  following  areas: 

•  Human  Resources 

•  Health  Resources 

•  Administrative  Services 

•  Financial  Management 

•  Information  Technology 

It  is  the  intent  of  the  PSC  to  provide  support  to  assist 
and  enable  the  Department  to  accomplish  its  mission. 
The  PSC  does  not  directly  enhance  the  health  and  well 
being  of  Americans,  rather  it  takes  great  pride  in 
providing  support  services  to  the  HHS  agencies 
allowing  them  to  focus  on  their  core  missions. 


Overview  of  Plan  and  Performance  Report 

In  2001  the  Program  Support  Center  identified  four  core  goals  that  are  illustrative  of  the 
outcomes  the  PSC  seeks  to  achieve.  Each  of  the  goals  has  specific  objectives  which  support  and 
reinforce  the  President's  Management  Agenda,  the  Secretary's  "One  Department,"  and  the  HHS 
"10  and  10"  goals.  The  core  goals  are: 

Customer  Service 
Financial  Resource  Management 
Business  Strategy  and  Innovation 
Employee  Management  and  Development 

The  PSC  Performance  Plan  and  Report  are  organized  around  these  goals.  Under  each  core  goal 
we  have  developed  strategic  management  objectives  that  state  the  outcomes  we  seek  to  achieve. 
Under  the  objectives  are  the  specific  measures  that  will  help  us  to  achieve  the  objectives  and 
goals.  Part  II  of  this  document  provides  our  goals,  objectives,  measures  and  accomplishments. 

To  accomplish  the  PSC  mission,  we  have  set  forth  values  and  guiding  principles  that  describe 
how  we  approach  performing  our  mission  and  how  we  will  proceed  toward  realizing  our  vision. 

Values 

•  Customer  Satisfaction 

•  Competence 

•  Candor 
Commitment 

•  Communication 


HHS' Mission:  To  enhance  the  health 
and  well-being  of  Americans  by  providing 
for  effective  health  and  human  services  and 
by  fostering  strong,  sustained  advances  in 
the  sciences  underlying  medicine,  public 
health,  and  social  services. 
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Guiding  Principles 

1.  Customer  Focus 

We  are  committed  to  building  partnerships  with  our  customers  that  will  enable  us 
to  deliver  quality  products,  excellent  service  and  meet  their  evolving  program 
support  needs. 

2.  Workforce  Excellence 

We  are  committed  to  developing  a  workforce  comprised  of  talented  employees 
who  have  the  proper  tools,  training,  and  incentives  to  foster  a  commitment  that 
guarantees  outstanding  product  and  service  quality. 

3.  Cost  Management 

We  are  committed  to  ensuring  the  "price  is  right"  by  operating  a  "fee-for-service" 
business  based  upon  cost  control,  economies  of  scale  and  market-driven  prices. 

4.  Best  Business  Practices 

We  are  committed  to  exploring  new  ideas  and  delivery  methods  through 
collaboration  with  our  customers,  ongoing  continuous  process  improvement,  and 
reengineering. 

5.  Communication 

We  are  committed  to  engaging  in  ongoing  dialogue  with  our  customers,  seeking 
honest  feedback  and  constructive  criticism  to  enable  us  to  improve  our  product 
and  service  quality  and  reduce  costs. 
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PART  I  -  OVERVIEW  OF  PERFORMANCE  MEASUREMENT 
Performance  Measurement 

One  of  the  most  challenging  aspects  to  instituting  a  system  of  strategic  and  operational 
performance  measures  is  to  ensure  that  the  organization  does  not  single  out  a  particular  measure 
to  the  exclusion  of  all  others.  Towards  that  end,  and  to  ensure  that  the  goals  and  objectives  are 
clearly  heard  throughout  the  entire  organization,  the  PSC  has  adopted  the  private  sector  model  of 
a  balanced  scorecard  to  ensure  complementary  measures  are  achieved.  In  order  to  achieve  the 
PSC's  mission,  the  PSC  has  set  into  place  the  following  set  of  four  core  goals: 

>  Customer  Service 

>  Financial  Resource  Management 

>  Business  Strategy  and  Innovation 

>  Employee  Management  and  Development 

With  each  of  these  goals  defined,  specific  "strategic  management  objectives"  and  performance 
goals  and  targets  were  established. 

Performance  measures  provide  the  feedback  necessary-  to  determine  if  we  are  making  progress 
toward  achieving  our  goals  and  objectives.  Specific  targets  have  been  developed  for  each  goal. 
All  of  the  targets  are  crafted  to  advance  our  commitment  to  earning  and  maintaining  a  reputation 
as  a  quality,  responsive,  value-oriented,  technically  competent,  and  customer-service  oriented 
organization. 

The  PSC  Government  Performance  and  Results  Act  (GPRA)  Plan  reflects  these  PSC  core  goals, 
strategic  management  objectives  and  performance  goals.  Successful  accomplishment  of  the 
goals  and  objectives  will  ensure  achievement  of  our  vision  and  mission. 

Report/Plan  Road  Map 

The  PSC  has  identified  five  strategic  management  objectives  that  support  the  PSC's  four  core 
goals.  The  Plan  is  organized  by  core  goal  and  the  related  strategic  management  objective(s), 
with  performance  goals  and  targets  for  each  objective.  Detailed  information  regarding  these 
goals  may  be  found  in  the  chart  in  section  A.2.,  in  the  Appendix.  The  numbers  in  parentheses 
after  certain  goals  below  reflect  the  goal  number  in  the  FY  2002  Plan,  while  the  numbers  in  the 
brackets  refer  to  the  fiscal  year  for  which  the  goal  applies. 

Core  Goal  I.  -  Customer  Service 

Strategic  Management  Objective  1    -  Improve  PSC  Services  While  Controlling  Costs 

1.1.  Provide  management  reports  that  provide  relevant  and  accurate  cost,  revenue,  and  Net 
Operating  Result  (NOR)  information  to  managers  by  organization,  service,  customer,  and 
time  period  [FY  03,  04  goal] 

1 .2.  Implement  Change  Management  techniques  across  PSC  to  align  behaviors  with  strategy 
[FY  03,  04  goal] 
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1 .3.  Develop  a  Customer  Relations  Management  Program  -  Implement  one  stop  shop 
approach,  centralize  agreements,  sponsor  focus  groups  and  customer  visits  [FY  03,  04 
goal] 

1 .4.  Achieve  at  least  5  of  8  of  the  following  acquisition  standards  each  year:  (2)  [FY  02  goal] 

a.  Award  in  5  working  days  from  receipt  of  an  acceptable  RFC  95%  of  Micro  purchases  (Simplified  Acquisitions 
under  $2,500) 

b.  Award  in  15  working  days  from  receipt  of  an  acceptable  RFC  95%  of  simplified  acquisitions  (less  complex  under 
$100,000) 

c.  Award  in  45  working  days  from  receipt  of  an  acceptable  RFC  95%  of  simplified  acquisitions  (complex) 

d.  Award  in  90  days  from  receipt  of  an  acceptable  RFC  95%  of  sealed  bid  acquisitions 

e.  Award  in  90  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  sole  source  acquisitions 

f.  Award  in  135  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  competitive  acquisitions  (non-complex) 

g.  Award  in  1 75  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  competitive  acquisitions  (complex) 

h.  Expand  acquisitions  customer  base 

1 .5      Increase  use  of  performance-based  contracts;  award  at  least  20%  of  new  eligible  PSC 
service  contracts  over  $100K  as  performance  based  (37)  [FY  02, 03,  04  goal] 

1 .6.  Achieve  performance  standards  every  year  at  Supply  Service  Center  (3)  [FY  02  goal] 

a.  Achieve  a  95%  Fill  Rate  standard  for  the  SSC 

b.  Achieve  a  .5%  Delivery  Discrepancy  Rate  for  the  SSC 

c.  Achieve  a  .05%  Damaged  Shipment  Rate  for  the  SSC 

d.  Achieve  a  .4%  Shipping  Accuracy  Rate  for  the  SSC 

e.  Achieve  a  95%  Rate  in  Meeting  the  Order  Turn-Around  Time  Standard 

f.  Achieve  a  95%  Customer  Satisfaction  Rate  with  SSC  Services 

1 .7.  Increase  or  maintain  level  of  Building  Management  service  calls  corrected  during  first 
response.  (11)  [FY  02  goal] 

1 .8.  Properly  addressed  incoming  and  outgoing  mail  will  be  processed  within  one  day. 
Shipments  received  with  special  agreements,  e.g.,  large  mailings,  will  be  processed 
within  5  days  over  97%  of  the  time.  (12)  [FY  02  goal] 

1 .9.  FOH  ~  Eliminate  Barriers  to  Care-Increase  Access  Points 

Clinical  Service:  Provide  needed  basic  clinical  services  to  Federal  employees  (13) 
[FY  02  goal] 

1.10.  Employee  Assistance  Program:  Provide  employee  assistance  services  ( 1 4) 
[FY  02,  03,  04  goal] 

1.11.  FOH  -  Environmental  Health  Services:  Increase  the  hours  of  environmental  health 
services  provided  and  billed  to  customers  (41)  [FY  02  goal] 

1.12.  Reduce  the  unit  core  cost  of  personnel/payroll  services  to  PSC  customers  (33) 
[FY  02  goal] 

1.13.  Reduce  or  maintain  the  unit  cost  of  forms  and  publications  distribution  service  for  HHS 
customer  products  (34)  [FY  02  goal] 

1.14.  Maintain  unit  cost  per  line  (TIP)  (35)  [FY  02  goal] 

1.15.  Refer  eligible  Health  Professions  debt  to  the  Office  of  the  Inspector  General  for  exclusion 
from  participation  in  Medicare  [FY  03, 04  goal] 
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1.16.    Continue  centralization  of  hardware,  software  and  support  resources  to  realize  greater 
gains  in  managing  support  activities  and  taking  advantage  of  economies  of  scale 
[FY  03,  04  goal] 

Strategic  Management  Objective  2  -  Maximize  Opportunities  to  Improve  Customer 
Satisfaction  Levels 

2.1.  Distribute  PSC  comment  cards  and  evaluate  monthly  and  conduct  a  PSC-wide  customer 
satisfaction  survey  annually  (1 )  This  has  been  revised  to  include  the  PSC  comment  cards. 
[FY  02, 03,  04  goal] 

2.2.  Customer  Service  Training  -Train  employees  to  level  of  performance  that  customer 
satisfaction  is  achieved  the  first  time  [FY  03,  04  goal] 

2.3.  Provide  customers  with  on-line  invoicing  and  on-line  viewing  of  bills  that  provide 
customers  with  an  accurate,  clear,  and  concise  detailing  of  service  provided,  with  drill- 
down  capability  [FY  03,  04  goal] 

2.4.  Assure  Quality  of  Care  -  Improve  Customer/Patient  Satisfaction.  Improve  total  customer 
satisfaction  among  Federal  agencies  served  (15)  [FY  02,  03  goal] 

Core  Goal  II.  -  Financial  Resource  Management 

Strategic  Management  Objective  3  -  Improve  PSC  Financial  Performance  and  Assure 
Budget  and  Performance  Integration 

Achieve  Unqualified  (clean)  Audit  Opinions  for  the  PSC  and  Its  Customers  (17-22) 
[FY  02,  03,  04  goal] 

Reduce  PSC  and  Customer  Material  Weaknesses  (MW)  or  Reportable  Conditions  (RC) 
(23-28)  [FY  02,  03,  04  goal] 

Implement  automated  costing  model  to  allow  proper  alignment  of  fully  burdened  costs  to 
the  proper  product/service  and  integration  of  product  costs  to  the  budget  [FY  03,  04 
goal] 

Review  and  negotiate  85%  indirect  cost  rate  proposals  within  six  months  of  receipt  (29) 
[FY  02  goal] 

Exceed  the  OMB  objective  of  95%  of  vendor  invoices  paid  on  time  (3 1 )  [FY  02  goal] 

Refer  delinquent  debts  to  the  Treasury  Offset  Program  (TOP)  within  required  time  frame 
(32)  [FY  02  goal] 

Reduce  erroneous  payments  to  recipients  of  Government  funds  (16)  [FY  02  goal] 


3.1. 
3.2. 
3.3. 

3.4. 

3.5. 
3.6. 

3.7. 
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3.8.     Implement  Results  Oriented  Management  -  Create  performance  contracts  for  all  PSC 
supervisors  and  managers  that  tie  their  performance  to  the  PSC  strategic  plan  [FY  03 
goal] 

Core  Goal  III.  -  Business  Strategy  and  Innovation 

Strategic  Management  Objective  4  -  Optimize  E-Gov  Opportunities  and  Ensure 
Competitive  Sourcing  Compliance 

Partner  with  other  Federal  agencies  to  provide  services  [FY  03,  04  goal] 

Increase  non-waivered  electronic  disbursements  (30)  [FY  02  goal] 

Expand  on-line  procurements  and  E-government  services;  post  all  synopses  over  $25K 
on  Governmentwide  Web  site  (38)  [FY  02  goal] 

Payment  management  -  increase  number  of  recipient  organizations  reporting 
electronically  (39)  [FY  02  goal] 

Implement  Human  Resources  automation  tools  [FY  03,  04  goal] 

Replace  present  Legacy  Human  Resources  System  with  a  state-of-the-art 
HR  system  (40)  [FY  02,  03,  04  goal] 

Develop  and  implement  a  three-year  competitive  sourcing  plan  and  complete  competitive 
sourcing  studies  for  commercial  activities  of  the  PSC  according  to  OMB  goals  and  based 
on  the  PSC  FAIR  inventory  for  FY  00  (36)  [FY  02,  03,  04  goal] 

Goal  IV.  -  Employee  Management  and  Development 

Strategic  Management  Objective  5  -  Managing  Human  Capital  Strategically 

5.1 .  Implement  workforce  strategies  and  systems  to  recruit  and  retain  [FY  03,  04  goal] 

5.2.  Achieve  overall  increase  in  employee  satisfaction  PSC-wide  (43)  [FY  02  goal] 

5.3.  Cross-train/re-train  PSC  staff  to  accommodate  those  impacted  by  outsourcing, 
consolidation  or  restructuring  [FY  03,  04  goal] 

5.4.  Exceed  the  OPM  timeliness  requirement  of  80%  of  payroll  separation  processing  actions 
to  OPM  within  30  days  (4)  [FY  02  goal] 

5.5.  Position  classification  services:  develop  95%  of  position  descriptions,  evaluation 
statements  and  supporting  documents  within  2-10  work  days  (routine  actions)  (5) 
[FY  02  goal] 

5.6.  Personnel  staffing  services:  Prepare  90%  of  vacancy  announcements  within  2-3  working 
days  upon  receipt  of  the  classified  position  description  (6)  [FY  02  goal] 


4.1. 

4.2. 
4.3. 

4.4. 

4.5. 
4.6. 

4.7. 
Core 


72 


494 


5.7.  Executive  recruitment:  90%  of  vacancy  announcements  will  be  completed  2-10 
work  days  upon  receipt  of  classified  position  description  (7)  [FY  02  goal] 

5.8.  Personnel  processing  services:  90%  of  pay  documents  will  be  processed  within  the  pay 
period  (unless  the  last  Friday)  (8)  [FY  02  goal] 

5.9.  95%  of  all  commissioned  corps  on-line  applicants  to  be  personally  contacted,  oriented, 
and  educated  on  the  Corps  within  3  working  days  and  given  access  to  entire  application 
(9)  [FY  02  goal] 

5. 10.  95%  of  all  commissioned  corps  applicants  will  be  issued  orders  within  5  working  days 
after  hiring  agency  issues  a  form  PHS- 1662  (10)  [FY  02  goal] 

5.11.  Delayer  and  streamline  PSC;  decrease  supervisor  to  employee  ratio  (42)  [FY  02  goal] 

5.12.  Reduce  incidents  of  workplace  violence,  thefts,  and  threats  to  Federal 
property  (44)  [FY  02  goal] 

Budget  Linkage 

By  its  very  nature,  the  PSC  is  a  performance-driven  organization.  The  budget  of  the  PSC  is 
approved  by  the  HHS  Service  and  Supply  Fund  Board  of  Directors  comprised  of  senior 
managers  of  HHS  customer  organizations.  The  PSC  prepares  its  budgets  based  upon  a  projected 
business  base,  and  collects  revenue  based  upon  actual  performance  of  services  and  goods.  The 
PSC  develops  a  budget  and  closely  tracks  revenues  and  expenditures  in  an  effort  to  maintain  a 
break-even  position.  The  PSC  expenditures  grow  or  contract  based  upon  fluctuations  in  demand 
for  services.  Services  are  provided  in  four  broad  business  areas:  human  resources,  including 
civil  service  and  commissioned  corps;  financial  management;  administrative  operations;  and. 
Federal  occupational  health.  Performance  measures  have  been  developed  for  the  major  products 
and  services  offered  by  the  PSC.  The  following  chart  shows  the  PSC  Services  with  each  total 
budget  and  the  GPRA  goals  associated  with  each  organization  for  FY  04;  all  Services  contribute 
to  the  crosscutting  goals. 


FV  04  PSC  Budget  and  GPRA  Goals 


Program  Support 
Center 

Crosscutting  GPRA 
Goals 


GPRA  Goals 
12.1.3,1.16.2 
2.2.2.3,3.3.4 


Human  Resources 
Service 


$51,605,000 


GPRA  Goals 
4.5.4.6,  S .1,5.3 


Financial 
Management 

Service 

$55,787,000 


GPRA  Goals 
US,  3.1, 3.2 


Administrative 
Operations  Service 

$193,855,000 


GPRA  Goals 
1  5.47 


Federal 
Occupational 
Health  Service 

$137,943,000 


Commissioned 
Corps  Personnel 
Service 

$18,951,000 
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PART  II.       Measure-by-Measure  Performance 


Introduction 

The  PSC  subscribes  to  the  theory  that  you  "can't  manage  what  you  can't 
measure."  Measuring  our  progress  and  performance  is  an  essential  part  of  our 
strategic  visioning  and  planning  process.  The  FY  03  and  FY  04  performance 
goals  and  targets  are  directly  linked  to  the  strategic  management  objectives  and 
the  core  goals.  Although  we  are  moving  toward  a  PSC-wide  approach  to  our 
GPRA  performance  goals,  each  of  the  PSC  Services  has  goals  and  targets  that 
mirror  and  complement  the  overall  PSC  goals,  whether  or  not  they  appear  in  the 
GPRA  Plan,  and  all  employees'  performance  plans  will  reflect  the  goals  and 
objectives. 

Successful  accomplishment  of  these  goals  and  objectives  is  the  focus  of  our 
activity  at  all  levels  in  the  PSC.  The  objectives  are  broad  and  encompass  nearly 
every  operation  of  the  PSC.  Our  day-to-day  work  will  ensure  the  achievement  of 
these  objectives. 

Many  of  the  FY  02  goals  and  targets,  which  are  largely  service  area  outputs,  have  been 
dropped  from  these  Plans  as  we  are  concentrating  on  PSC-wide  and  outcome  oriented 
goals.  The  FY  02  data  that  is  not  available  in  this  submission  will  be  provided  in 
subsequent  submissions  as  it  becomes  available.  Although  many  of  the  FY  02  goals  will 
no  longer  be  reported  in  GPRA,  we  will  continue  to  track  those,  and  many  others, 
through  our  performance  management  plans.  We  have  gone  from  44  goals  in  FY  02  to 
21  in  FY  03  and  19  in  FY  04. 

The  reference  column  in  the  performance  tables  indicate  which  goals  are  Presidential 
Management  Agenda  goals  "        "  and  which  are  "One  HHS"  Department-wide 
Management  Objectives,  e.g.,  "5." 
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I.  -  Customer  Service  -  Continue  to  develop  and  manage  quality  programs,  activities, 
and  functions  of  the  PSC  at  reasonable  costs  in  support  of  HHS  missions,  legislative 
mandates  and  policy  directives. 


CUSTOMER 
SERVICE 

.  :  ■'■■■'■■"■■''■■'>' " 

.Targets'-                   Actual  Reference.  '•■ 

Performance  -B-Qutet,:, 

■                    ;>.  .  ■  th,r. 


Strategic  Management  Objective  1  -  Improve  PSC  Services  While  Controlling  Costs 


1.1.  Provide  management  reports 
that  provide  relevant  and  accurate 
cost,  revenue,  and  Net  Operating 
Result  (NOR)  information  to 
managers  by  organization,  service, 
customer,  and  time  period 

FY  04:  Provide 
accurate  management 
reports  for  100%  of  the 
PSC  services 
FY  03:  Provide 
accurate  management 
reports  covering  at  least 
75%  of  the  PSC 
services 

FY  04: 
FY  03: 

P79 

cESs 

1.2.  Implement  Change 
Management  techniques  across  PSC 
to  align  behaviors  with  strategy 

FY  04:  Train  100%  of 
employees  in  strategic 
goals,  vision,  and 
values 

FY  03:  Work  with 
executive  team  and 
mid-level  managers  to 
align  their  perspectives 
with  the  strategic  goals, 
vision  and  values 

FY  04: 
FY  03: 

P  79-80 

13.  Develop  a  Customer  Relations 
Management  Program  —  Implement 
one  stop  shop  approach,  centralize 
agreements,  sponsor  focus  groups 
and  customer  visits 

FY  04:  100% 
implemented 
FY  03:50% 
implemented 

FY  04: 
FY  03: 

P80 
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1.4.  Acb?  r  _  lea:  *       :: f fhe 
following  acquisition  standards  each 
year: 

a.  Award  in  5  working  days  from  receipt  of  an 
acceptable  RFC  95%  of  Micro  purchases 
(Simplified  Acquisitions  under  $2,500) 

b.  Award  in  15  working  days  from  receipt  of  an 
acceptable  RFC  95%  of  simplified  acquisitions 

FY~02:5of8"" 
standards  achieved 

T  02  2  of  7 
achieved;  1-none 
processed,  (not  met) 

a.  70%  (not  met) 

b.  74%  (not  met) 

c.  93%  (not  met) 

d.  none  processed 

e.  87%  (not  met) 

f.  100%  (met) 

g.  86%  (not  met) 

h.  1  new  customer 
(met) 

B  29-36 
P  80 

(less  complex  under  $100,000) 

c.  Award  in  45  working  days  from  receipt  of  an 
acceptable  RFC  95%  of  simplified  acquisitions 
(complex) 

d.  Award  in  90  days  from  receipt  of  an 
acceptable  RFC  95%  of  sealed  bid  acquisitions 

e.  Award  in  90  days  from  receipt  of  an 
acceptable  RFC  95%  negotiated  sole  source 
acquisitions 

f.  Award  in  135  days  from  receipt  of  an 
acceptable  RFC  95%  negotiated  competitive 
acquisitions  (non-complex) 

g.  Award  in  175  days  from  receipt  of  an 
acceptable  RFC  95%  negotiated  competitive 
acquisition's  (complex) 

h.  Expand  acquisitions  customer  base 

FY01:7of8 
achieved 

1 .5.  Increase  use  of  performance- 
based  contracts;  Award  at  least  20% 
of  new  eligible  PSC  service 
contracts  over  $  100K  as 
performance  based 

FY  04:  Increase  over 
FY  03 

FY  03:  Increase  over 
FY  02 

FY  02:  Increase  over 

FY  04: 
FY  03: 

FY  02:  50%  (met) 

B  29-36 
P80 

FY  01 

FY  01:  33% 

1 .6.  Achieve  performance  standards 
every  year  ai  ouppiy  service  v^emer. 

a.  Achieve  a  95%  Fill  Rate  standard  for  the  SSC 

b.  Achieve  a  .5%  Delivery  Discrepancy  Rate  for 
the  SSC 

c.  Achieve  a  .05%  Damaged  Shipment  Rate  for 
the  SSC 

FY  02:  4  of  6 

FY  02:  6  of  6  (met) 

a.  yo /o  (met) 

b.  .16%  (met) 

c.  .04%  (met) 

d.  .12%  (met) 

e.  95%  (met) 

f.  95%  (met) 

B  29-36 

P  9.0-9.1 

d.  Achieve  a  .4%  Shipping  Accuracy  Rate  for  the 
SSC 

e.  Achieve  a  95%  Rate  in  Meeting  the  Order 

Turn-Around  Time  Standard 

f.  Achieve  a  95%  Customer  Satisfaction  Rate 
with  SSC  Services 

FY  01:  6  of  6  (met) 
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1.7.  Increase  or  maintain  level  of 
Building  Management  service  calls 
corrected  during  first  response 

FY  02:  Increase  over 
FY  01 

FY  01:  Increase  over 
FY  00 

FY  00:  Increase  over 
FY  99 

FY  99:  Increase  over 
FY  98 

FY  02: 96%  (met) 
FY  01:  95%  (met) 
FY  00:  94%  (not 
met) 

FY  99:  94%  (met) 
FY  98:  91% 

B  29-36 
P81 

1.8.  Properly  addressed  incoming 
and  outgoing  mail  will  be  processed 
within  one  day.  Shipments  received 
with  special  agreements,  e.g.,  large 
mailings,  will  be  processed  within  5 
days. 

FY  02:  97% 
FY  01:  97% 
FY  00:  97% 

FY  02:  100%  (met) 
FY  01:  97%  (met) 
FY  00:  97%  (met) 
FY  99:  97% 
FY  98:  99% 

B  29-36 
P81 

1.9.  FOH  -  Eliminate  Barriers  to 
Care — Increase  Access  Points 
Clinical  Service:  Provide  needed 
basic  clinical  services  to  Federal 
employees 

FY  02:  225,000 
FY  01:  222,300 

FY  00:  212,000 

FY  99:210,000 

"PV  CO-  'J'Jf.  flftrt 
(met) 

FY  01:  220,000 
(not  met) 

FY  00:  212,276 
(met) 

FY  99:  199,053 
(not  met) 

FY  98:  194,609 

Jt>  J  /-Hj 

P  81-82 

1.10.  Employee  Assistance 
Program:  Provide  employee 
assistance  services 

FY  04:  1.40M 
FY  03:  1.30  M 
FY  02:  1.30  M 
FY  01: 1.18  M 

FY  04: 
FY  03: 

FY  02:  1.30M(met) 
FY  01:  1.20  M  (met) 
FY  00: 1.18  M 
FY  99:  1.17  M 
FY  98:  1.19  M 

B  37-45 
P  82-83 

1.11.  FOH  -  Environmental  Health 
Services:  Increase  the  hours  of 
environmental  health  services 
provided  and  billed  to  customers 

FY  02: 151,000 
FY  01: 133,850 

FY  02:  156,591 
(met) 

FY  01:  148,989 
(met) 

B  37-45 
P83 

1.12.  Reduce  the  Unit  Core  Cost  of 
Personnel/Payroll  Services  to  PSC 
Customers 

FY  02:  $289 
FY  01:  $279 
FY  00:  $299perW-2 

FY  02:  $288.53 
(met) 

FY  01:  $279  (met) 
FY  00:  $272  (not 
met) 

FY  99:  $284  per 
W-2,  $299  after 
effects  of  inflation 

B  18-19 
P  83-84 
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1 . '!  3 .  Reduce  or  maintain  the  unit 
cost  of  forms  and  publications 
distribution  service  for  HHS 
customer  products 

FY  02:  Decrease  by  5% 

FY  01:  Reduce  unit 
pricing  by  1 0% 

FY  02:  10%-40% 
decrease  (met) 
FY  01:  6%  decrease 
(not  met) 

B  29-36 
P84 

1.14.  Maintain  unit  cost  per  line 
(TIP) 

FY  02:  Maintain 
$24.50 

FY  01:  Maintain 
$24.50 

FY  00:  Maintain 
$24.50 

FY  02:  $24.50  (met) 
FY  01:  $24.50  (met) 
FY  00:  $24.50  (met) 

B  29-36 
P84 

FY  99:  $27.20 

FY  99:  $24.50  (met) 
FY  98:  $26.96 

1.15.  Refer  eligible  Health 
Professions  debt  to  the  Office  of  the 
Inspector  General  for  exclusion  from 
participation  in  Medicare 

FY  04:  95% 
FY  03:  95% 

FY  04: 
FY  03: 
FY  02:  100% 
(Baseline) 

B  23-28 
P85 

1.16.  Continue  centralization  of 
hardware,  software  and  support 

FY  04:  consolidate  at 
least  3  resources 

FY  04: 

P85 

resources  to  realize  greater  gains  in 
managing  support  activities  and 
taking  advantage  of  economies  of 
scale 

FY  03:  consolidate  at 
least  2  resources 

FY  03: 
FY  02: 

consolidated  1 
contract  and 
reduced  resources 
by  2  (Baseline) 

5 

Strategic  Management  Objective  2  -  Maximize  Opportunities  to  Improve  Customer 
Satisfaction  Levels 

2.1.  Distribute  PSC  comment  cards 
and  evaluate  monthly  and  conduct  a 
PSC-wide  customer  satisfaction 
survey  annually 

FY  04:  Increase  to 
85% 

FY  03:  Increase  to 
85% 

FY  02:  Increase  of  5% 
over  FY  01  (81.9%) 

FY  04: 

FY  03: 

FY  02:  72% 
responded  from 
satisfactory  to 
excellent  (not  met) 
(comment  cards  = 
86%  very  satisfied- 
FY  02  Baseline) 

FY  01:78% 
responded  good  or 
excellent 

P  85-86 
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2.2.  Customer  Service  Training  — 
Train  employees  to  level  of 
performance  that  customer 
satisfaction  is  achieved  the  first  time 

FY  04: 10% 
improvement  measured 
by  customer  comment 
cards  and  customer 
satisfaction  survey 
FY  03:  5% 
improvement  measured 
by  customer  comment 
cards  and  customer 
satisfaction  survey 

FY  04: 
FY  03: 

P86 

2.3.  Provide  customers  with  on-line 
invoicing  and  on-line  viewing  of 
bills  that  provide  customers  with  an 
accurate,  clear,  and  concise  detailing 
of  service  provided,  with  drill-down 
capability 

FY  04:  Provide  100% 
of  customers  with  on- 
line viewing  and  billing 
capability 

FY  03:  Provide  75%  of 
customers  with  on-line 
viewing  and  billing 
capability 

FY  04: 
FY  03: 

P86 

2.4.  Assure  Quality  of  Care 
—Improve  Customer/Patient 
Satisfaction 

Improve  total  customer  satisfaction 
among  Federal  agencies  served 

FY  03: 95% 
FY  02: 95% 
FY  01:  92% 

FY  03: 

FY  02:  (3/03) 

FY  01:  94%  (met) 

FY  00:  89.5% 

FY  99:  No  survey 

done 

FY  98:  85% 
FY  97:  78% 

B  37-45 
P  86-87 

Goal-by-Goal  Presentation 


Strategic  Management  Objective  1  -  Improve  PSC  Services  While  Controlling  Costs 

1.1.  Provide  management  reports  that  provide  relevant  and  accurate  cost,  revenue,  and  Net 
Operating  Result  (NOR)  information  to  managers  by  organization,  service,  customer, 
and  time  period 

Reports  will  be  generated  from  the  new  PSC  billing  system  and  will  replace  manually 
produced  reports. 

FY  03  Target:  Provide  accurate  management  reports  covering  at  least  75%  of  the  PSC 
services 

FY  04  Target:  Provide  accurate  management  reports  for  100%  of  the  PSC  services 

1 .2.  Implement  Change  Management  techniques  across  PSC  to  align  behaviors  with  strategy 
The  PSC  will  work  with  Change  Management  Specialists  in  creating  a  shared  direction  in 
line  with  strategic  goals  by  working  with  the  senior  executive  team  to  build  a  strong  team 
with  a  common  vision.  We  will  do  some  individual  coaching  to  assist  managers  in 
transitioning  change  to  the  organization.  Concurrently  PSC  will  work  with  mid-level 
management  in  sharing  the  common  vision  of  the  senior  executive  team  and  identifying 
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barriers  and  solutions  to  transitioning  change.  We  will  also  develop  critical  thinking 
skills  and  learn  to  resolve  communication  barriers. 

FY  03  Target:  Work  with  executive  team  and  mid-level  managers  to  align  their 

perspectives  with  the  strategic  goals,  vision  and  values 

FY  04  Target:  Train  100%  of  employees  in  strategic  goals,  vision,  and  values 

1 .3.  Develop  a  Customer  Relations  Management  Program  —  Implement  one  stop  shop 
approach,  centralize  agreements,  sponsor  focus  groups  and  customer  visits 
Customer  Relations  Management  at  the  PSC  is  a  customer  driven  enterprise  that  provides 
superior  service  at  a  lower  cost  through  centralized  customer  service  channels  that  are 
technology  enabled.  Establish  Customer  Service  Representatives  in  critical  service  areas 
throughout  the  PSC.  Centralize  customer  service  agreements  into  one  area  and  manage 
both  service  levels,  pricing  and  billing  from  a  centralized  automated  source. 

FY  03  Target:  50%  implemented 
FY  04  Target:  100%  implemented 

1 .4.  Achieve  at  least  5  of  8  of  the  following  acquisition  standards. 
Previous  GPRA  Goal:  2. 

This  is  an  accumulation  of  several  PSC  standards  into  one  GPRA  goal.  Achieving  a 
minimum  of  5  of  the  8  measures  provides  our  acquisition  team  the  impetus  to  ensure 
timeliness,  but  not  at  the  expense  of  quality. 

Baseline:  FY  2001  Target  5  of  8  achieved.  Goal  met.  7  of  8  achieved. 
FY  02  Target:  5  of  8  standards  achieved.  Goal  not  met.  2  of  7  achieved  (1  -  none 
processed).  This  goal  was  not  met  because  demand  exceeded  available  resources.  Staff 
left  and  workload  increased  and  processing  took  longer.  Steps  are  being  taken  to 
improve  the  situation. 

a.  Award  in  5  working  days  from  receipt  of  an  acceptable  RFC  95%  of  Micro  purchases  (simplified  acquisitions 
under  $2,500)  70%  (Not  met) 

b.  Award  in  1 5  working  days  from  receipt  of  an  acceptable  RFC  95%  -  simplified  acquisitions  (less  complex 
under  $100,000)  74%  (Not  met) 

c.  Award  in  45  working  days  from  receipt  of  an  acceptable  RFC  95%  -  simplified  acquisitions  (complex)  93% 
(Not  met) 

d.  Award  in  90  days  from  receipt  of  an  acceptable  RFC  95%  of  sealed  bid  acquisitions  -  none  processed 

e.  Award  in  90  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  sole  source  acquisitions  -  87%  (Not 
met) 

f.  Award  in  1 35  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  competitive  acquisitions  (non- 
complex)-  100%  (Met) 

g.  Award  in  175  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  competitive  acquisitions  (complex)  - 
86%  (Not  met) 

h.  Expand  acquisitions  customer  base  -  1  new  customer  (Met) 

Data  Verification  and  Validation:  Data  from  workload  reports. 

1 .5.  Increase  use  of performance  based  contracts;  Award  at  least  20%  of  new  eligible  PSC 
service  contracts  over  SI00K  as  performance  based 

Previous  GPRA  Goal:  37. 
Baseline:  FY  2001:  33% 

FY  02  Target:  Increase  over  FY  01.  Goal  met.  50% 
FY  03  Target:  Increase  over  FY  02 
FY  04  Target:  Increase  over  FY  03 

Data  Verification  and  Validation:  Data  from  workload  reports. 

1 .6.  Achieve  at  least  4  of  6 performance  standards  every  year 
Previous  GPRA  Goal:  3. 


80 


502 


Baseline:  FY  2001  Target  4  of  6  achieved  Goal  met.  6  of  6  achieved. 
FY  02  Target:  4  of  6  achieved.  Goal  met.  6  achieved. 

Achieve  a  95%  Fill  Rate  standard  for  the  SSC  -  96%  (Met) 

Achieve  a  .5%  Delivery  Discrepancy  Rate  for  the  SSC  -.16%  (Met) 

Achieve  a  05%  Damaged  Shipment  Rate  for  the  SSC  -  04%  (Met) 

Achieve  a  .4%  Shipping  Accuracy  Rale  for  the  SSC  -  .  1 2%  (Met) 

Achieve  a  95%  Rate  m  Meeting  the  Order  Turn-Around  Time  Standard  -  95%  (Met) 

Achieve  a  95%  Customer  Satisfaction  Rate  with  SSC  Services  -  95%  (Met) 

1 .7.  Increase  or  maintain  level  of  service  calls  corrected  during  first  response 
Previous  GPRA  Goal:  11. 

FY  01  Target:  94%  Goal  met.  95%  of  service  calls  were  corrected  on  first  call. 
Service  calls  are  received  for  the  Parklawn  Complex  for  cleaning,  pest  control,  heating 
and  air  conditioning,  air  quality,  security,  safety,  electrical  service,  and  recycling.  Each 
call  is  noted  and  the  appropriate  service  provider  (lessor,  contractor,  etc.)  is  contacted  for 
remedial  action.  All  actions  are  recorded  and  a  list  of  calls  is  printed  for  each  building 
daily  noting  which  calls  are  completed  and  which  calls  are  still  outstanding.  A  follow-up 
is  performed  for  all  incomplete  calls.  The  person  receiving  these  calls  must  have  a 
knowledge  of  facility  services  to  effectively  communicate  with  the  service  providers.  We 
look  for  trends  in  service  calls  which  may  be  a  part  of  a  larger  mechanical  or  operational 
problem.  If  the  larger  problem  is  resolved,  the  number  of  calls  should  decrease. 
FY  02  Target:  Increase  over  FY  2001 .  Goal  met  96% 

Data  Verification  and  Validation:  All  actions  are  recorded  and  a  list  of  calls  is  printed  for 
each  building  daily,  noting  which  calls  are  completed  and  which  calls  are  still 
outstanding.  Those  calls  that  have  not  been  completed  will  be  counted  as  unsuccessful 
unless  justified  (requires  replacement  or  major  repair,  needs  parts,  corrective  action 
requires  scheduled  outage,  etc.)  A  staff  member  will  place  random  calls  to  customers  to 
determine  whether  or  not  calls  are  corrected  during  the  first  visit  A  data  base  is  kept  for 
these  call  backs  which  is  used  to  determine  the  percentage  of  calls  corrected  during  the 
first  response. 

1.8.  Properly  addressed  incoming  and  outgoing  mail  will  be  processed  within  one  day. 
Shipments  received  with  special  agreements,  e.g.  large  mailings,  will  be  processed  within 
5  days. 

Previous  GPRA  Goal:  12 

FY  01:  Target:  97%  of  properly  addressed  incoming  and  outgoing  mail  will  be  processed 
within  one  day.  Shipments  with  special  agreements,  e.g.,  large  mailings,  will  be 
processed  within  five  days.  Goal  met  97% 
FY  02  Target:  97%.  Goal  met  100% 

Data  Verification  and  Validation:  All  incoming  mail  pieces  are  received  and  accounted 
for  by  mail  room  personnel.  Single  piece  mail  is  separated  from  bulk  mailings.  Twice 
daily  the  mail  supervisors)  visually  checks  all  sorting  bins,  tubs,  work  areas,  and 
delivery  carts  to  ensure  that  all  correctly  addressed  mail  has  been  sorted,  processed,  and 
delivered.  Supervisor(s)  also  maintains  records  concerning  bulk  mailings  received  and 
ensures  that  they  are  completed  within  5  workdays  of  receipt. 

1 .9.  FOH  —  Eliminate  Barriers  to  Care—Increase  Access  Points—Clinical  Service:  Provide 
needed  basic  clinical  services  to  Federal  employees 

Previous  GPRA  Goal:  13. 

FOH  provides  clinical  services  to  employees  and  consultation  to  management  under  two 
different  types  of  inter-agency  agreements:  (1)  walk-in  service  at  permanent  centers 
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offering  basic,  comprehensive,  nationally-standardized  clinical  services;  and  (2) 
specialized,  on-demand  clinical  interventions  wherever  needed  to  help  agency  managers 
meet  their  specific  occupational  health  responsibilities  arising  out  of  legislative  and 
regulatory  requirements  or  agency  initiatives. 

In  the  baseline  year  of  1998,  services  were  provided  to  approximately  195,000 
employees.  The  FOH  goal  is  to  capture  an  ever-increasing  share  of  the  market  for 
occupational  health  services  to  Federal  workers.  There  are  not  the  usual  resource 
restraints,  since  FOH  is  1 00%  reimbursable,  and  contract  provider  staff  can  be  added  as 
needed. 

Out-year  targets  were  based  on  FOH's  FY  99  performance  in  which  199,000  employees 
were  served  in  its  Health  Centers.  The  actual  performance  level  is  slated  in  terms  of  the 
Federal  population  covered  by  FOH  clinical  agreements  for  the  basic,  standard  package 
of  services  that  is  sold  at  a  per-capita,  annual  rate  of  $91.  Projected  levels  are  based  on 
the  volume  of  current  business,  a  historical  95%  renewal  rate  for  clinical  interagency 
agreements,  marketing  efforts,  and  trends  such  as  agency  budget  pressures,  competitors' 
successes,  and  downsizing. 

FOH  also  offers  specialized  fee-for-service  clinical  services  and  consultations,  which 
equaled  (in  dollar  sales)  the  basic  clinical  services  in  FY  1997,  exceeded  them  by  $2.5M 
in  FY  1998,  and  now  is  expected  to  exceed  basic  services  by  a  greater  percentage  each 
year.  Downward  revisions  of  targets  for  basic  clinical  service  coverage  are  due  to  this 
shift  in  agency  customer's  preference  toward  purchasing  specialized  services  on  a  fee- 
for-service  basis. 

FY  01  Target:  222,300.  Goal  not  met.  220,000 
FY  02  Target:  225,000.  Goal  met.  226,000 

1.10.    Employee  Assistance  Program:  Provide  employee  assistance  services 
Previous  GPRA  Goal:  14. 

Employee  Assistance  Programs  provide  consultation  to  supervisors  regarding  employee 
services  (assessment  of  employee  emotional,  substance  abuse,  or  situational  problems 
that  may  interfere  with  job  performance)  and  short-term  counseling  for  employees. 
Employees  are  more  likely  to  be  helped  early  in  the  course  of  an  illness  when 
confrontation  and  resolution  occurs  in  the  job  setting,  and  when  the  source  of  help  is 
close  at  hand  and  easy  to  access.  This  reduces  the  cost  of  treatment  (including  Federal 
benefits  costs)  and  returns  the  employee  to  a  more  productive  status  sooner,  thus 
minimizing  productivity  losses.  Critical  incident  stress  debriefing  benefits  groups  of 
otherwise  well  employees  who  have  just  suffered  trauma  on  the  job.  It  helps  them 
understand  normal  reactions  to  abnormal  situations,  and  offers  individual  personal 
assistance  when  necessary. 

The  baseline  is  the  number  of  employees  to  whom  these  services  were  available  from 
FOH  in  FY  1998.  In  FY  98,  services  were  available  to  1.19  million  Federal  employees. 
Projected  levels  are  based  on  the  volume  of  current  business,  marketing  efforts,  and 
trends  such  as  agency  budget  pressures,  competitors'  successes,  and  downsizing. 
FY  01  Target:  1.1 8M  Goal  met.  1.20M 
FY  02  Target:  1.30M  Goal  met.  1.30M 
FY  03  Target:  1.30M 
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FY  04  Target:  1.40M 

1.11.  FOH  —  Environmental  Health  Services:  Increase  the  hours  of  environmental  health 
services  provided  and  billed  to  customers 

Previous  GPRA  Goal:  41. 

Environmental  health  services  enable  Federal  agencies  to  comply  with  legislative  and 
regulatory  requirements  for  job  safety/health  and  environmental  matters.  Methods 
include  environmental  and  worker  exposure  monitoring,  hazardous  waste/materials 
management,  safety  audits,  and  training  of  employees  and  managers.  These  services 
meet  the  agency's  need  to  create  a  safe  workplace,  and  to  identify,  evaluate  and  control 
occupational  health  and  environmental  hazards  to  health.  They  protect  employees, 
visitors,  the  general  public,  and  the  man-made  and  natural  environment.  They  aid  in  the 
reduction  of  both  work-related  and  non-work-related  injury  and  illness. 

The  baseline  uses  FY  1998  numbers  of  over  22,000  specific  environmental  services 
provided.  This  includes  the  number  of  safety  inspections  performed,  indoor  air  quality 
studies  done,  etc.  The  data  comes  out  of  the  FOH  Management  Information  System. 
Projected  levels  are  based  on  the  volume  of  current  business,  marketing  efforts,  and 
trends  such  as  agency  budget  pressures,  competitors'  successes,  and  downsizing. 
FY  01  Target:  133,850  hours.  Goal  met.  1 48,989  hours. 
FY  02  Target:  151,000  hours.  Goal  met.  156,591  hours. 

1.12.  Reduce  the  unit  core  cost  of  personnel/payroll  services  to  PSC  customers 
Previous  GPRA  Goal:  33. 

Baseline:  $284  per  W-2,  $299  after  effects  of  inflation  in  FY  99.  Inflation  assumptions 
used  were:  Pay  and  benefits  were  increased  by  3.3%  in  FY  00  and  3.2%  for  FY  01;  Non- 
pay  items  were  inflated  by  2.1%  in  FY  00  and  2.2%  in  FY  01 . 
FY  00:  Target:  $299  per  W-2,  Goal  met.  $272  The  reduction  in  systems  operating 
expenses,  streamlining  and/or  eliminating  functions  and  re-engineering  systems  processes 
were  begun  and  caused  a  decrease  in  the  FY  00  unit  core  cost.  With  inflation  as  a  factor, 
we  cannot  expect  a  significant  decrease  to  continue  into  FY  01  and  02  unless  the  W-2 
base  increases.  We  will  be  working  on  improving  the  present  personnel/payroll  system 
as  well  as  developing  the  new  system. 

FY  01  Target:  $279.  Goal  met.  $279  per  W-2.  (The  FY  01  target  of  $290  was  changed 

to  $279  to  reflect  the  FY  01  budget  numbers.) 

FY  02  Target:  $289  (Less  than  FY  99).  Goal  met  $288.53 

Data  Verification  and  Validation:  Costs  are  extracted  from  CORE  accounting  reports  and 
billing  reports  produced  by  the  PSC  and  reviewed  by  independent  accountants  during  the 
annual  financial  statement  audit. 

The  HHS  legacy  payroll  system  is  in  need  of  modernization.  PSC  had  planned  to 
upgrade  the  payroll  system  in  FY  03  by  moving  to  PeopleSoft  pay  in  conjunction  with 
the  conversion  of  all  HHS  personnel  records  to  PeopleSoft  HR.  This  initiative  was 
budgeted  for  in  FY  03  and  would  have  resulted  in  higher  rates  for  payroll  services  to 
account  for  implementation  costs.  The  costs  were  expected  to  decline  in  the  out  years 
once  the  integrated  PeopleSoft  HR/Pay  system  was  in  place.  In  the  interim,  OMB/OPM 
developed  an  initiative  to  reduce  the  number  of  Federal  payroll  providers  to  3  by  the  end 
of  FY  03.  HHS  submitted  a  proposal  to  become  one  of  the  Federal  payroll  providers 
using  a  PeopleSoft  solution.  We  were  told  in  September  that  HHS  was  not  selected  as  a 
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provider.  We  wiil  be  seeking  payroll  services  from  the  Defense  Finance  and  Accounting 
Service  (DFAS). 

1.13.    Reduce  or  maintain  the  unit  cost  of forms  and  publications  distribution  service  for  HHS 
customer  products 
Previous  GPRA  Goal:  34. 

Baseline:  FY  01  Target:  10%  decrease.  Goal  not  met.  6%  decrease  (average) 
FY  02  Target:  5%  decrease.  Goal  met.  In  general,  decreases  in  costs  for  HHS  customer 
products  ranged  from  10%  to  40%  for  the  categories  of  services.  Distribution  services 
with  other  Federal  agencies  have  allowed  for  the  reduction  of  distribution  fees  for  HHS 
customers.  The  pricing  information  below  shows  the  reductions  in  pricing  for  HHS 
customers.  There  was  one  increase;  the  rate  for  inventory  services  was  increased  by  $.50 
in  May  2001  to  cover  increases  in  personnel  costs. 

HHS  Customer-Owned  Material 


As  of 

Each 

(place,  pull, 

package, 

deliver) 

Package 
(place,  pull, 
package, 
deliver) 

Full  Box 

(place,  pull, 

package, 

deliver) 

Print  on 
Demand 

Assemble 
Packets/Manuals 

(each) 

Inventory 
Services 

(per  half  hour) 

12/01/98 

$1.75 

$6.50 

$9.75 

$0.10 

$6.00/$47.50 

$12.50 

05/01/00 

$1.50 

$5.50 

$8.75 

$0.10 

$5.00/$42.50 

$10.00 

05/01/01 

$1.00 

$3.30 

$5.25 

Free  Link 

$4.50/$42.50 

$10.50 

10/01/02 

$1.00 

$3.15 

$5.00 

Free  Link 

$4.25/541.50 

$10.50 

1.14.    Maintain  unit  cost  per  line  (TIP) 
Previous  GPRA  Goal:  35. 
Baseline:  $26.96  average  for  FY  98. 

The  monthly  cost  for  each  line  includes  all  line  features  (e.g.,  call  forwarding), 
installations  and  repairs  performed  during  the  regular  work  day,  voice  mail,  all  voice  mail 
features  (e.g.,  faxing  and  1-800  access),  and  a  modem  pool.  The  objective  of  the 
Telecommunications  Improvement  Plan  (TIP)  is  to  maintain  unit  line  costs  consistent 
with  the  TIP  contract  based  on  volume  of  calls,  number  of  lines,  and  milestones  identified 
in  the  contract. 

FY  99  Target:  $27.20.  Reduced  the  unit  line  cost  by  9.1%  to  $24.50  by  September  30, 
1999. 

FY  00  Target:  Maintain  the  unit  cost  per  line  at  $24.50,  Goal  met.  Unit  cost  per  line 
$24.50. 

FY  01  Target:  Maintain  the  unit  cost  per  line  at  $24.50,  Goal  met.  Unit  cost  per  line 
$24.50. 

FY  02  Target:  Maintain  the  unit  cost  per  line  at  $24.50,  Goal  met.  Unit  cost  per  line 
$24.50. 

The  TIP  contract  will  end  sometime  around  the  3  rd  quarter  of  FY  03  to  be  replaced  by  a 
GSA  contract  already  competed  and  awarded.  Costs  will  no  longer  be  controlled  by  the 
PSC.  The  GSA  contract  will  provide  the  services  that  TIP  provided;  costs  for  those 
services  will  be  between  GSA  and  Verizon.  HHS  is  currently  negotiating  with  GSA  and 
Verizon  on  what  the  services  and  cost  will  be. 

Data  Verification  and  Validation:  Costs  per  line  are  calculated  by  reviewing  actual  bills 
from  Verizon  for  all  the  lines  purchased  and  averaging  those  costs  over  the  fiscal  year. 
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1.15.  Refer  eligible  Health  Professions  debt  to  the  Office  of  the  Inspector  General  for  exclusion 
from  participation  in  Medicare 

Prompt,  accurate,  effective  collection  and  deposit  of  funds  owed  to  the  Government  is 
essential  to  fulfillment  of  public  financial  and  program  objectives.  Timely  exclusion 
from  Federally  supported  Medicare  reimbursement  for  services  has  been  highly  effective 
in  achieving  compliance  from  medical  professionals  who  fail  to  meet  legal  debt 
obligations  to  the  Government. 
FY  02  Baseline:  100% 
FY  03  Target:  95% 
FY  04  Target:  95% 

1.16.  Continue  centralization  of  hardware,  software  and  support  resources  to  realize  greater 
gains  in  managing  support  activities  and  taking  advantage  of  economies  of  scale 

FY  02  Baseline:  Consolidated  1  contract  and  reduced  resources  by  2.  When  the  IRMS 
was  formed  in  the  summer  of  2001,  all  support  contracts  were  transferred  to  the  new 
Service.  In  FY  2002,  the  IRMS  reviewed  agency  support  requirements  and  available 
resources  from  the  current  support  contracts.  Contracts  were  reviewed  for  redundancies 
and  opportunities  to  eliminate  unneeded  services.  The  Silver  Spring  Center  PC  Support 
contract  was  consolidated  with  the  PSC  PC  Support  contract  for  a  cost  savings  of  $700 
for  the  first  quarter  of  FY  2002.  Also,  with  the  formation  of  the  IRMS  it  was  possible  to 
initiate  consolidation  of  Network  Servers  to  ensure  the  most  efficient  use  of  agency 
hardware  and  avoid  purchasing  unneeded  equipment.  ERMS  started  with  7  HP  systems 
and  3COM  routers,  at  a  maintenance  cost  of  $25 7K.  1  HP  was  given  to  the  EHRP 
project,  4  of  the  seven  HP  systems  life  cycle  were  replaced  by  2  HP  systems  now  under 
warranty.  The  3COM  routers  were  replaced  by  Cisco  routers  because  3COM  went  out  of 
the  router  business.  The  remaining  2  HP  systems  and  Cisco  routers  maintenance  cost  is 
$140K  which  equals  a  savings  of  $1 1 7K.  Also,  IRMS  submitted  necessary  pap  rwork  to 
transfer  the  HRS  Oracle  license  to  the  HHS  Enterprise  Oracle  License  Plan  for  existing 
licenses  and  maintenance  support.  Under  the  Departmental  plan  the  cost  is  $4,506. 
Renewal  under  the  supermini  contract  would  have  cost  $1 30K.  This  action  will  generate 
a  cost  savings  in  excess  of  $125K. 
FY  03  Target:  Consolidate  at  least  2  resources 
FY  04  Target:  Consolidate  at  least  3  resources 

Strategic  Management  Objective  2  -  Maximize  Opportunities  to  Improve  Customer 
Satisfaction  Levels 

2. 1 .     Distribute  PSC  comment  cards  and  evaluate  monthly  and  conduct  a  PSC-wide  customer 
satisfaction  survey  annually 

This  goal  was  revised  to  include  the  PSC  comment  cards  with  the  survey  to  measure 
customer  satisfaction.  The  PSC  has  developed  a  customer  satisfaction  survey  instrument 
to  replace  many  of  the  individual  surveys  previously  sent  out  in  an  effort  to  provide 
consistency  across  the  PSC  and  eliminate  "survey  saturation"  of  our  customers.  Surveys 
will  be  sent  out  on  a  yearly  basis  in  the  late  August  or  September  time  frame  to  coincide 
with  the  end  of  the  fiscal  and  performrnce  years.  In  addition  we  distribute  PSC  comment 
cards  with  services/products  provided  and  evaluate  monthly  the  feedback  on  the  cards. 
Previous  GPRA  Goal:  L 

Baseline:  FY  2001  =  78%  responded  good  or  excellent 
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FY  02  Target:  5%  over  FY  01  (81 .9%).  Goal  not  met.  72%  responded  satisfactory  to 
excellent  in  the  annual  customer  satisfaction  survey  distributed  in  the  first  quarter  of  FY 
02.  The  customer  comment  cards  distributed  during  the  second  half  of  the  fiscal  year 
rated  86%  very  satisfied.  FY  02  baseline  for  the  comment  cards  =  86% 
FY  03  Target:  Increase  to  85% 
FY  04  Target:  Increase  to  85% 

Data  Verification  and  Validation:  Data  from  PSC  Customer  Survey. 

2.2.  Customer  Service  Training  —Train  employees  to  level  of  performance  that  customer 
satisfaction  is  achieved  the  first  time 

FY  03:  5%  improvement  measured  by  customer  comment  cards  and  customer 
satisfaction  survey 

FY  04:  1 0%  improvement  measured  by  customer  comment  cards  and  customer 
satisfaction  survey 

2.3.  Provide  customers  with  on-line  invoicing  and  on-line  viewing  of  bills  that  provide 
customers  with  an  accurate,  clear,  and  concise  detailing  of  service  provided,  with  drill- 
down  capability 

The  new  billing  system  will  not  have  full  Intra-governmental  payment  and  collection 
(IPAC)  capability  until  FY  04.  SSC  and  FOH  will  not  be  included  initially  because  they 
mostly  have  outside  customers.  Although  the  system  will  have  on-line  viewing  and 
billing  capability,  it  will  still  be  partially  a  manual  process  until  we  fully  integrate  all  of 
PSC. 

FY  03:  Provide  75%  of  customers  with  on-line  viewing  and  billing  capability 
FY  04:  Provide  100%  of  customers  with  on-line  viewing  and  billing  capability 

2.4.  Assure  Quality  of  Care—Improve  Customer/Patient  Satisfaction 
Improve  total  customer  satisfaction  among  Federal  agencies  served 
Previous  GPRA  Goal:  15 

Customer  satisfaction  is  measured  by  survey  mechanisms.  Fiscal  year  1997  was  the  first 
year  FOH  systematically  collected  customer  satisfaction  data,  so  that  data  is  the  first 
baseline  available.  The  results  of  that  survey  indicated  that  78%  of  FOH's  customers 
were  satisfied  with  the  services  they  purchased  for  their  employees.  In  1998,  FOH 
conducted  a  more  comprehensive  survey  of  1200  of  its  Federal  managers  to  determine 
their  satisfaction  with  the  services  delivered  under  each  of  its  programs.  On  average, 
85%  of  FOH's  customers  rated  its  services  either  "Good"  or  "Excellent."  In  FY  2000,  a 
similar  survey  was  conducted.  The  results  of  that  survey  indicated  that,  on  average,  90% 
of  FOH's  customers  rated  its  services  either  "Good"  or  "Excellent."  FOH  will  continue 
to  conduct  such  customer-wide  surveys  on  an  annual  basis.  In  terms  of  future  targets,  the 
program  reviews  the  last  survey's  numbers  and  estimates  how  much  improvement  can 
reasonably  be  accomplished. 

Also,  in  1 998,  FOH  began  to  use  "how-did- we-do-today?"  postcards  to  get  satisfaction 
ratings  from  individual  employees  who  used  basic  clinical  services  or  visited  an  EAP 
counselor.  The  most  recent  responses  showed  that  98%  of  users  considered  FOH 
clinical  services  "excellent"  or  "good."  Repeated  EAP  user  surveys  consistently  produce 
excellent  or  good  ratings  in  the  93-100%  range  for  FOH's  counseling  services. 
FY  01  Target:  92%.  Goal  met.  In  FY  2001 ,  94%  of  FOH's  customers  indicated  that  they 
were  either  very  or  extremely  satisfied  with  the  services  provided  by  FOH. 
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FY  02  Target:  95%.  Available  3/03 
FY  03  Target:  95% 
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II.  -  Financial  Resource  Management  -  Provide  PSC,  HHS  and  other  agencies  with  modern, 
fully  integrated  financial  operations  needed  to  properly  account  for  effective  economic  use  of 
public  funds,  and  provide  full,  accurate  reporting. 


FINANCIAL  RESOURCE 
MANAGEMENT 

Performance  Goals  Takers  :  Actual 

'  Performance 


Strategic  Management  Objective  3  -  Improve  PSC  Financial  Performance  and  Assure 
Budget  and  Performance  Integration 


3.1.  Achieve  unqualified  (clean) 
audit  opinions  for  the  PSC  and  its 
customers 

FY  04:  100% 
FY  03:  100% 
FY  02:  Unqualified 

FY  04: 
FY  03: 

FY  02:  (1/03-3/03) 
FY  01:  6/6 
Unqualified  (met) 
FY  00:  5/6 
Unqualified  (met) 
FY  99:  5/6 
Unqualified  (met) 

B  23-28 
P89 

3.2.  Reduce  PSC  and  customer 
material  weaknesses  (MW)  and 
reportable  conditions  (RC) 

FY  04:  No  new 
FY  03:  No  new 
FY  02:  0 

FY  04: 
FY  03: 

FY  02:  (1/03-3/03) 
FY  01:  See  chart  on 
page  90 
FY  00:51.7% 
FY  99:  7  MWs 

B  23-28 
P  90 

3.3.  Implement  automated  costing 
model  to  allow  proper  alignment 
of  fully  burdened  costs  to  the 
proper  product/service  and 
integration  of  product  costs  to  the 
budget 

FY  04:  Cost,  price,  and 
budget' 100%  of  PSC 
services  using  an 
automated  costing 
model 

FY  03:  Provide  100% 
of  PSC  managers  an 
automated  costing  tool 
to  use  to  compare  to 
existing  costs/rates 

FY  04: 

FY  03: 

P91 

3.4.  Review  and  negotiate  85%  of 
Indirect  Cost  Rate  Proposals 
within  six  months  of  receipt 

FY  02:  85% 

FY  02:  91%  (met) 
FY  01:  93% 

B  23-28 
P91 

3.5.  Exceed  the  OMB  Objective 
of  95%  of  Vendor  Invoices  Paid 
on  Time 

FY  02:  Exceed  95% 
FY  01:  Exceed  95% 
FY  00:  Exceed  95% 
FY  99:  Exceed  95% 

FY  02:  99.8%  (met) 
FY  01:  99.8%  (met) 
FY  00:  99.7%  (met) 
FY  99:  98.3%  (met) 
FY  97:  96.75% 

B  23-28 
P91 
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3.6.  Reter  delinquent  debts  to 
TOP  within  required  timeframe 

FY  02:  95% 

FY  02:  100%  (met) 
FY  01:  100% 

B  23-28 
P91 

FY  00: 100% 
FY  99: 100% 

UV  Q7-  QttOA 

3.7.  Reduce  erroneous  payments 
to  recipients  of  government  funds 

FY  02:  .075% 

FY  02:  .038%  (met) 
FY  01:. 0025% 

B  23-28 
P91 

(minimum  base  of  .075%  of  total 
payments) 

Commercial  Payments 
Travel  Management  System 

Payment  Management  System 

3.8.  Implement  Results  Oriented 
Management  —  Create 
performance  contracts  for  all  PSC 
supervisors  and  managers  that  tie 
their  performance  to  the  PSC 
strategic  plan 

FY  03:  Performance 
contracts  in  place 
withinl20  days  after 
the  r>eginning  of  the 
rating  period. 

FY  03: 

B  18-19 
P91 
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Goal-by-Goal  Presentation 


Strategic  Management  Objective  3  -  Improve  PSC  Financial  Performance  and  Assure 
Budget  and  Performance  Integration 

3. 1 .     Achieve  unqualified  (clean)  audit  opinions  for  the  PSC  and  its  customers: 
Substance  Abuse  &  Mental  Health  Services  Administration  (SAMHSA) 
Health  Resources  &  Services  Administration  (HRSA) 
Administration  for  Children  and  Families  (ACF) 
Administration  on  Aging  (AoA) 
Indian  Health  Service  (IHS) 
Previous  GPRA  Goal:  17-22. 

The  PSC  provides  financial  services  for  PSC  and  five  of  the  HHS  agencies.  Obtaining  an 
unqualified  audit  opinion  from  independent  auditors  is  a  significant  performance  measure 
of  how  PSC  manages  its  financial  data. 

FY  99  Target:  Unqualified  opinions  for  the  above  HHS  agencies  with  the  exception  of 
IHS.  Met  5/6  unqualified 

FY  00  Target:  Unqualified  opinions  for  the  above  HHS  agencies  with  the  exception  of 
IHS.  Met.  5/6  unqualified 

FY  01  Target:  Unqualified  opinions  for  PSC  and  its  customers.  Goal  met  The  PSC  and 
its  HHS  agency  customers  all  received  unqualified  financial  opinions  in  the  FY  2001 
audits  of  financial  statements.  (6/6) 
FY  02  Target  Unqualified.  (1/03-3/03) 
FY  03  Target:  100% 
FY  04  Target:  100% 

Data  Verification  and  Validation:  Independent  auditors. 
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3.2.     Reduce  PSC  and  customer  material  weaknesses  (MW)  and  reportable  conditions  (RC) 
Previous  GPRA  Goal:  23-28. 

FY  00:  Target:  100%,  Goal  not  met  51.9%  of  reportable  conditions  were  resolved.  Of 
the  1 1  reportable  conditions  pertaining  to  PSC  activities,  four  were  successfully  resolved 
by  the  completion  of  the  FY  99  audit.  PSC  staff  are  utihzing  all  available  resources  and 
holding  periodic  status  meetings  with  OS,  OIG  and  auditor  representatives  to  appraise 
actions  underway  to  resolve  all  reportable  conditions. 

FY  01:  Target:  100%,  Goal  not  met  54.5%  of  reportable  conditions  were  resolved  by 
9/30/01 .  Only  two  reportable  conditions  are  expected  to  be  unresolved  by  the  completion 
of  the  FY  01  audit 

The  PSC  provides  financial  services  for  PSC  and  five  of  the  HHS  agencies.  Previous 

GPRA  Goals  discussed  resolving  reportable  conditions;  this  goal  sets  in  place  the 

proactive  goal  of  having  no  new  findings. 

Baseline:  FY  2001  payment  data. 

FY  02  Target:  0.  (1/03-3/03) 

FY  03  Target:  No  new 

FY  04  Target:  No  new 

Data  Verification  and  Validation:  Independent  auditors. 


Summary  of  FY  2001  Material  Weaknesses 


Internal  Control  Finding 

ACF 

HRSA 

SAMHSA 

PSC 

AoA 

IHS 

Fund  Balance  w  Treasury  Transactions  and 
Reconciliations 

N/A 

N/A 

N/A 

N/A 

N/A 

X 

Preparation  and  Analysis  of  Financial 
Statements 

N/A 

N/A 

N/A 

N/A 

N/A 

X 

TOTAL  =  2 

Summary  of  FY  2001  Reportable  Conditions 


Reportable  Conditions 

ACF 

HRSA 

SAMHSA 

PSC 

AoA 

IHS 

Grant  Accounting 

X 

X 

X 

N/A 

N/A 

N/A 

Preparation  and  Analysis  of  Financial 
Statements 

X 

X 

X 

X 

X 

N/A 

Electronic  Data  Processing  DFO 

X 

X 

X 

X 

X 

X 

Electronic  Data  Processing  OPDIV 

X 

X 

X 

N/A 

X 

X 

Accounting  for  Interagency  Grant  Funding 
Agreements 

N/A 

X 

X 

N/A 

N/A 

X 

Accounting  for  Malpractice  Litigation 
Claims 

N/A 

X 

N/A 

N/A 

N/A 

N/A 

Fund  Balance  w  Treasury  Transactions  and 

N/A 

N/A 

N/A 

N/A 

N/A 

N/A 

Reconciliations 

Deferred  Revenue 

N/A 

N/A 

N/A 

N/A 

N/A 

X 

Accounts  Receivable 

N/A 

N/A 

N/A 

N/A 

N/A 

X 

Single  Audit  Act 

N/A 

N/A 

N/A 

N/A 

N/A 

X 

TOTAL  =  10 
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3.3.  Implement  automated  costing  model  to  allow  proper  alignment  of  fully  burdened  costs  to 
the  proper  product/service  and  integration  of  product  costs  to  the  budget 

FY  03  Target:  Provide  100%  of  PSC  managers  an  automated  costing  tool  to  use  to 
compare  to  existing  costs/rates 

FY  04  Target:  Cost,  price,  and  budget  100%  of  PSC  services  using  an  automated  costing 
model 

3 .4.  Review  and  negotiate  85%  of  indirect  cost  rate  within  six  months  of  receipt 
Previous  GPRA  Goal:  29. 

Baseline:  FY  2001:  93% 

FY  02  Target:  85%.  Goal  met.  91% 

3.5.  Exceed  the  OMB  objective  of  95%  of  vendor  invoices  paid  on  time 
Previous  GPRA  Goal:  31. 

Baseline:  96.75%  in  FY  97 

FY  99:  During  FY  99, 98.3%  of  invoices  were  paid  on  time. 
FY  00  Target:  Exceed  95%.  Goal  met.  99.7% 

FY  01  Target:  Exceed  95%.  Goal  met.  99.8%  (264,007)  of  vendor  invoices  were  paid 
on  time. 

FY  02  Target:  Exceed  95%.  Goal  met.  99.8% 

Data  Verification  and  Validation:  Report  on  Prompt  Pay,  as  required  by  the  Prompt  Pay 
Act. 

3.6.  Refer  delinquent  debts  to  TOP  within  required  timeframe 
Previous  GPRA  Goal:  32. 

Baseline:  90%  of  debts  referred  in  FY  97. 

FY  99:  100%  of  verified  delinquent  debt  was  referred  to  TOP  within  75  days  after  the 
end  of  each  quarter. 

FY  00  Target:  Refer  100%,  Goal  met.  100% 

FY  01  Target:  Refer  100%  within  75  days  of  end  of  quarter.  Goal  met  100% 
FY  02  Target:  95%.  Goal  met  100%  * 

3.7.  Reduce  erroneous  payments  to  recipients  of government  funds  (minimum  base  of.  075% 
of  total  payments) 

The  PSC  maintains  a  financial  system  which  makes  disbursements  to  commercial 

vendors,  a  grant  management  system  (PMS)  for  grant  disbursements,  and  a  travel 

management  system  (TMS)  for  HHS  travel  payments. 

Previous  GPRA  Goal:  16. 

Baseline:  FY  2001 :  .0025% 

FY  02  Target:  .075%.  Goal  met  .038% 

Data  Verification  and  Validation:  Data  from  CORE  financial  system  and  TMS. 

3.8.  Implement  results  oriented  management  -  Create  performance  contracts  for  all  PSC 
supervisors  and  managers  that  tie  their  performance  to  the  PSC  strategic  plan. 

FY  03  Target:  Performance  contracts  in  place  within  120  days  after  the  beginning  of  the 
rating  period. 

Data  Verification  and  Validation:  Supervisors  verify  that  contracts  are  in  place. 
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III.  -  Business  Strategy  and  Innovation:  Continuously  provide  creative  and  proactive 
management  and  leadership  that  develops  and  improves  business  relationships.  Run  an  efficient 
competitive  sourcing  program  and  encourage  more  and  better  use  of  IT/E-Gov. 


BUSINESS  STRATEGY 
AND  INNOVATION 

Performance  Goals     '  Targets 


Performance- 


Strategic  Management  Objective  4  -  Optimize  E-Gov  Opportunities  and  Ensure 
Competitive  Sourcing  Compliance 

4. 1 .  Partner  with  other  Federal 
agencies  to  provide  services 

FY  04:  Review  50%  of 
products  for  partnering 
FY  03:  Review  25%  of 
products  for  partnering 

FY  04: 
FY  03: 

P93 

4.2.  Increase  Non-Waivered 
Electronic  Disbursements 

FY  02:  85% 
FY  01:  85% 

FY  02:  100% 
(met) 

B  23-28 
P94 

PV  AA-   1 AHOZ. 
r  I  UU.  lUU/o 

FY  99:  Increase  to 
100% 

FY  01:  95.6% 
(met) 

FY  00:  87.6% 

(not  met) 

FY  99:  81.4% 

(not  met) 

FY  97:  7.3% 

4.3.  Expand  on-line  procurements 
and  E-government  services;  Post  all 
synopses  over  $25K  on 
Government-wide  web  site 

FY  02:  Increase  over 
FY  01 

FY  02:  100% 
(met) 

FY  01:  100% 
posted 

B  29-36 
P94 

tSh 

4.4.  Payment  Management  - 
Increase  the  number  of  recipient 
organizations  reporting 
electronically 

FY  02:  Increase  over 
FY  01 

FY  01:  15,000 
FY  00:  4,000 

FY  02:  17,157 
(met) 

FY  01:  16,500 
(met) 

FY  00:  11,500 

(met) 

B  23-28 
P94 

Hi 

FY  99:  3,500 

FY  99:  9,486 
(met) 

FY  98:  2,100 

4.5.  Implement  Human  Resources 
automation  tools 

FY  04:  3  HR  tools 
FY  03:  6  HR  tools 

FY  04: 
FY  03: 

B  18-19 
P  94-95 

6 
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4.6.  Replace  Present  Legacy  Human 

FY  04:  Add  additional 

FY  04: 

B  18-19 

Resources  System  with  a  State-of- 

enhancements  as 

P95 

the-Art  HR  System 

determined  by  the 

EHRP  Steering 

Committee 

\j 

FY  03:  Add  two 

FY  03: 

enhancements 

FY  02:  Develop 

prototype 

FY  02:  Prototype 

FY  01:  Begin  design  & 

developed. 

development  of  new 

Deployment 

system 

completed,  (met) 

FY  01: 

Development 

completed; 

prototype  being 

tested,  (met) 

4.7.  Develop  a  three-year 

FY  04:  No  new  target 

B  29-36 

competitive  sourcing  plan  and 

FY  03:  10%  of 

FY  03: 

P95 

complete  competitive  sourcing 

inventory  (61 -or 

JmL  4 

studies  for  commercial  activities  in 

balance  of  cumulative 

as  h 

the  PSC  according  to  OMB  goals 

goal  of  92) 

duu  oaseu  on  roe  r  jl.  r/vixs. 

r  i  uz .  j/»  oi 

FY  ft?-  Plan 

Inventory  for  FY  00 

inventory  (31) 

developed. 

12.4%  of 

inventory  (75) 

studied  and 

converted  to 

contract  (met) 

FY  00:  614  on 

PSC  FAIR 

Inventory 

Goal-by-Goal  Presentation 


Strategic  Management  Objective  4  -  Optimize  E-Gov  Opportunities  and  Ensure 
Competitive  Sourcing  Compliance 

4. 1 .     Partner  with  other  Federal  agencies  to  provide  services 

This  goal  is  developmental,  based  upon  the  results  of  PSC's  review  of  products  for 
partnering.  We  have  had  discussions  with  USDA  and  plan  to  partner  with  them  as  our 
furniture  refurbishing  source.  We  are  in  ongoing  discussions  with  NIH  regarding  them 
taking  over  our  GSA  leased  vehicle  management. 
FY  03  Target:  Review  25%  of  products  for  partnering 
FY  04  Target:  Review  50%  of  products  for  partnering 
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4.2.  Increase  non-waivered  electronic  disbursements  with  an  85%  minimum 
Previous  GPRA  Goal:  30. 

Baseline:  7.3%  in  FY  97. 

FY  99  Target:  Increase  to  100%.  Goal  not  met.  81.4%  (revised  from  preliminary 
estimate  of  75.9%)  of  commercial  invoices  were  processed  by  EFT  as  of  the  end  of 
FY  99.  Major  resistance  from  utility  companies,  health  providers,  universities,  and  state 
agencies  has  slowed  progress.  Mass  mailings  are  not  effective  because  individual 
invoices  must  be  returned  for  vendors  to  see  cause  and  effect.  Some  universities  and 
states  maintain  multiple  bank  accounts  for  various  types  of  payments  and  a  single  set  of 
account  information  is  often  inapplicable  to  every  campus  or  department  within  the 
university  or  state  system.  Many  utility  companies  use  invoice  and  account  numbers  that 
are  longer  than  10  positions  and  report  they  cannot  identify  EFT  payments  when  these 
numbers  are  truncated.  The  U.S.  Treasury  has  established  problem  solving  work  groups 
with  PSC  participation. 

FY  00  Target:  100%,  Goal  not  met  87.6%.  To  achieve  better  results,  the  PSC  has 
entered  into  an  interagency  agreement  with  Treasury  to  participate  in  the  Payment  Advice 
Internet  Delivery  (PAID)  system  whereby  vendors  can  obtain  additional  information  on 
the  EFT  payments  they  receive.  The  PSC  is  expanding  the  number  of  positions  in  the 
invoice  and  account  fields  in  order  to  resolve  utility  company  complaints.  The  targets  for 
FY  01  and  02  have  been  revised  to  accommodate  the  factors  outside  of  our  control. 
FY  01  Target:  85%.  Goal  met.  95.6%. 
FY  02  Target:  85%.  Goal  met.  100% 

Data  Verification  and  Validation:  Data  is  tracked  through  the  PSC  EFT  report. 

4.3 .  Expand  on-line  procurements  and  E-government  services;  Post  all  synopses  over  $25K 
on  government  web  site 

Previous  GPRA  Goal:  38. 

Baseline:  FY  2001 :  100%  posted  on  Government-wide  web  site  (http://www2.EPS.gov) 
FY  02  Target:  Increase  over  FY  01.  Goal  met  100% 

Data  Verification  and  Validation:  Data  from  PSC  PRISM  automated  acquisition  system 
and  web-site  data. 

4.4.  Payment  Management  -  Increase  the  Number  of  Recipient  Organizations  Reporting 
Electronically 

Previous  GPRA  Goal:  39. 

FY  01  Target:  Increase  to  15,000  Goal  met  16,500  recipient  accounts  use  the  electronic 
PSC  272  system.  PSC  continued  its  efforts  to  convert  all  recipients  to  the  electronic 
reporting  mechanism.  In  as  much  as  the  Department  has  "clean  audits"  as  one  of  its  top 
priorities,  timely  reporting  of  disbursements  is  an  integral  part  of  that  process.  Therefore, 
PSC  continues  in  an  aggressive  plan  to  convert  most  if  not  all,  of  its  recipients  to 
electronic  reporting. 

FY  02  Target:  Increase  over  FY  01 .  Goal  met.  1 7,1 57  recipient  accounts  use  the 
electronic  PSC  272  system. 

4.5.  Implement  Human  Resources  automation  tools. 

We  plan  to  complete  implementation  of  the  following  automation  tools,  currently  in 
progress,  by  the  end  of  FY  03  :  QuickHire,  Avue,  on-line  exit  survey,  on-line  entry-on- 
duty  forms,  on-line  survey  of  new  hires,  and  the  automated  RPL/CTAP  listing  for 
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outplacement.  As  we  implement  more  automation  tools  mat  will  improve  our  service 
delivery,  we  should  be  able  to  reduce  staff  costs  and/or  redirect  their  efforts  to  strategic 
initiatives. 

FY  03  Target:  Implement  6  HR  automation  tools. 
FY  04  Target:  Implement  3  additional  HR  tools 

Data  Verification  and  Validation:  Automated  tools  in  place  and  being  used  by  HHS 
human  resources  staffs  to  improve  service  delivery. 

4.6.  Replace  present  legacy  HR  system  with  a  state-of-the-art  HR  system 
Previous  GPRA  Goal:  40. 

FY  01  Target:  Begin  design  and  development  of  new  system;  System  will  be  developed 
with  contractor  support,  EHRP  Government  Design  and  Development  Team.  Goal  met. 
Prototype  tested  and  certified  for  deployment.  Completed  system  and  operational  testing 
and  began  deployment  of  core  system. 

FY  02  Target:  Develop  prototype.  Goal  met  Prototype  developed.  All  OPDIVs  were 

deployed  during  FY  02. 

FY  03:  Add  two  enhancements 

FY  04:  Add  additional  enhancements  as  determined  by  the  EHRP  Steering  Committee 
Data  Verification  and  Validation:  EHRP  status  reports  to  HHS  agencies  and  systems 
enhancements  in  place. 

4.7.  Develop  a  three-year  competitive  sourcing plan  and  complete  competitive  sourcing 
studies  for  commercial  activities  in  the  PSC  according  to  OMB  goals  and  based  on  the 
PSC  FAIR  Inventory  for  FY  00 

Previous  GPRA  Goal:  36. 

FY  00  Baseline:  614  on  PSC  FAIR  Inventory 

FY  02  Target:  5%  of  inventory  (3 1 ).  Goal  met.  A  comprehensive  PSC  Competitive 
Sourcing  Plan  was  developed  and  approved.  12.4%  of  inventory  (75)  studied.  60 
regional  administrative  support  FTEs  were  converted  to  contract  under  a  competitive 
selection  process.  The  remaining  15  FTEs,  which  were  comprised  of  seven  different 
activities,  were  directly  converted  under  existing  contracts. 
FY  03  Target:  1 0%  of  inventory  (6 1 ) 

No  FY  04  Target.  The  next  target  is  in  FY  05  -  50%  of  inventory.  PSC  will  work  toward 
the  FY  05  target  during  FY  04. 

Data  Verification  and  Validation:  FY  2000  PSC  FAIR  Inventory  Report. 
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IV.  -  Employee  Management  and  Development:  Develop  and  implement  human  capital 
systems  that  foster  equal  opportunity  and  promote  recruitment  and  retention  in  PSC's  major 
skills  areas  and  position  types.  Promote  training  and  retraining  of  PSC  employees. 


Perfo 

EMPLOYEE  MANAGEMEN  T 
AND  DEVELOPMENT 

•mnn.ee  Goals  Targets 

Actual 
..  Performance-.  / 

Reference 

Strategic  Management  Objective  5  -  Managing  Human  Capital  Strategically 

5.1.  Implement  workforce 
strategies  and  systems  to  recruit  and 
retain 

FY  04:  Develop  a 
recruitment  plan 
FY  03:  Complete 
workforce  analysis 

FY  04: 
FY  03: 

B  18-19 
P  97-98 

2 

5.2.  Achieve  overall  increase  in 
employee  satisfaction  PSC-wide 

FY  02:  Increase  of  5% 
over  FY  01  (71.1%) 

FY  02:  60% 
(not  met) 

FY  01:  67.7% 

P98 

5.3.  Cross-train/re-train  PSC  staff  to 
accommodate  those  impacted  by 
outsourcing,  consolidation  or 
restructuring 

r  Y  04:  100%  ot  those 
impacted 

FY  03:  100%  of  those 
impacted 

FY  04: 
FY  03: 

B  18-19 
P98 

2 

j. 4.  exceed  tne  UrM  timeliness 
Requirement  of  80%  of  Payroll 
Separation  Processing  Actions  to 
OPM  within  30  days 

r  Y  ML.  exceed  oUvo 
FY  01:  85% 
FY  00:  85% 
FY  99:  80% 

r  X  Uz.  5O70 
(met) 

FY  01:  84%  (not 
met) 

FY  00:  82%  (not 
met) 

FY  99:  87% 
(met) 

FY  98:  83% 

D  lO  1  O 

r>  lo-lV 
P98 

5.5.  Position  Classification 
Services:  Develop  95%  of  position 
descriptions,  evaluation  statements 
and  supporting  documents  within  2- 
10  work  days  (routine  actions) 

FY  02:  95% 

FY  02:  94% 
(not  met) 
FY01:95% 

B  18-19 
P  98-99 

5.6.  Personnel  Staffing  Services: 
Prepare  90%  of  vacancy 
announcements  within  2-3  working 
days  upon  receipt  of  the  classified 
Position  Description 

FY  02:  90% 

FY  02:  95% 
(met) 

FY  01:  93% 

B  18-19 
P99 
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5.7.  Executive  recruitment:  90%  of 
vacancy  announcements  will  be 
done  2-10  workdays  upon  receipt  of 
classified  PD 

FY  02:  90% 

FY  02:  100% 
(met) 

FY  01:  95% 

B  18-19 
P99 

5.8.  Personnel  processing  services: 
90%  of  pay  documents  will  be 
processed  within  the  pay  period 
(unless  last  Friday) 

FY  02:  90% 

FY  02:  99% 
(met) 

FY  01:  92% 

B  18-19 
P  99 

5.9.  95%  of  all  Commissioned 
Corps  online  applicants  to  be 
personally  contacted,  oriented,  and 
educated  within  3  working  days  on 
the  Corps  and  given  access  to  entire 
application. 

FY  02:  95% 

FY  02:  96% 
(met) 

FY  01:  90% 

B  20-22 
P99 

5.10.  95%  of  all  Commissioned 
Corps  applicants  will  be  issued 
orders  within  5  working  days  after 
hiring  agency  issues  a  form  PHS- 
1662 

FY  02:  95% 

FY  02:  100% 
(met) 

FY  01:  95% 

B  20-22 
P  99-100 

5.11.  Delayer  and  streamline  PSC; 
decrease  supervisor  to  employee 
ratio 

FY  02:  Increase  over 
FY  01 

FY  02:  1:9 
supervisor  to 

prrmlnvpp  rfltin 
(met) 

FY  01:  1:8.4 
supervisor  to 
employee  ratio 

P  100 

2 

5.12.  Reduce  incidents  of 
workplace  violence,  thefts,  and 
threats  to  Federal  property 

FY  02:  Decrease  over 
FY  01 

FY  01:  Maintain 
number  of  incidents 

FY  02:  1 1  (met) 
FY  01:  13  (met) 

B  29-36 
P  100 

FY  00:  Maintain 
number  of  incidents 
FY  99:  Reduce 
number  of  incidents 

FY  00:  14 
FY  99:  8 
FY  98:  17 

Goal-by-Goal  Presentation 

Strategic  Management  Objective  5  -  Managing  Human  Capital  Strategically 

5.1.     Implement  Workforce  Strategies  and  Systems  to  Recruit  and  Retain 

The  PSC  will  conduct  a  workforce  analysis  that  documents  our  attrition  rate(s)  by 
series/grade/location;  projects  attrition  for  the  next  5  years;  and  provides  a  gap  analysis  of 
what  types  of  skills  will  be  needed.  We  will  also  develop  a  plan  to  recruit,  retain  and 
train  to  meet  the  gaps. 
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FY  03  Target:  Complete  workforce  analysis 
FY  04  Target:  Develop  a  recruitment  plan 

Data  Verification  and  Validation:  Workforce  analysis  process  in  place;  Recruitment  plan 
in  place. 

5.2.  Achieve  overall  increase  in  employee  satisfaction 
Previous  GPRA  Goal:  43. 

The  PSC  has  developed  an  employee  satisfaction  survey  instrument  to  baseline  specific 
issues  as  they  relate  to  the  workforce.  This  is  a  tool  to  assist  the  PSC  in  one  of  its 
Strategic  Goals  of  "Employee  Management  and  Development."  Surveys  will  be  sent  out 
on  a  yearly  basis  in  the  late  August  or  September  timeframe  to  coincide  with  the  end  of 
the  Fiscal  and  Performance  Year. 
Baseline:  FY  2001:  67.7%  rated  good  to  excellent. 

FY  02  Target:  Increase  of  5%  over  FY  01  (71.1%).  Goal  not  met.  For  FY  02,  PSC 
measured  employee  satisfaction  through  the  DHHS  Human  Resource  Management  Index 
survey  which  summarizes  employee  descriptions  of  their  work  environment.  60%  of  the 
PSC  employees  who  responded  answered  "neutral  to  very  positive"  on  the  question 
"How  do  the  people  in  your  work  group  feel  about  their  OPDIV/STAFFDIV"? 
Data  Verification  and  Validation:  Data  from  the  PSC  results  of  the  Human  Resource 
Management  Index  survey. 

5.3.  Cross-train/re-train  PSC  staff  to  accommodate  those  impacted  by  outsourcing, 
consolidation  or  restructuring 

FY  02:  With  the  PSC's  consolidation  of  activities  and  workforce  restructuring  efforts  we 

have  had  the  opportunity  to  either  cross-train  or  re-train  employees.  For  example,  when 

all  IT  personnel  were  transferred  into  IRMS,  it  was  possible  to  cross  train  personnel  to 

provide  additional  back-up  for  current  systems  and  develop  support  for  new  initiatives. 

FY  03  Target:  Cross-train/re-train  100%  of  those  impacted 

FY  04  Target:  Cross-train/re-train  100%  of  those  impacted 

Data  Verification  and  Validation:  Staff  deployed  to  valid  positions. 

5.4.  Exceed  the  OPM  timeliness  requirement  of  80%  of  separation  actions  to  OPM  within  30 
days 

Previous  GPRA  Goal:  4. 

FY  01  Target:  85%.  Goal  not  met  84%.  We  continue  to  work  closely  with  agency 
personnel  staff  and  provide  personnel  officers/HR  directors  with  statistics  of  their  staffs' 
performance,  stressing  the  importance  of  submitting  timely  actions. 
FY  02  Target:  Exceed  80  %.  Goal  met.  86%  of  payroll  separation  processing  actions  to 
OPM  within  30  days. 

Data  Verification  and  Validation:  In  addition  to  the  OPM  report,  the  Personnel  and  Pay 
Systems  Division  has  a  separation  tracking  system  which  they  use  to  ensure  they  are 
processing  separation  actions  timely. 

5.5.  Position  Classification  Services:  Develop  95%  of  position  descriptions,  evaluation 
statements  and  supporting  documents  within  2-10  work  days  (routine  actions) 
Previous  GPRA  Goal:  5. 

This  goal  replaced  a  general  HR  goal  of  all  personnel  actions  to  one  with  a  more  specific 
and  customer-focused  objective.  By  developing  a  95%  standard,  we  are  able  to  account 
for  anomalies,  yet  provide  customers  with  a  95%  accountable  measure. 
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Baseline:  FY  2001  Target:  95%.  Goal  met  95% 

FY  02  Target:  95%.  Goal  not  met  94%.  A  substantial  increase  in  the  customer  base 
effected  the  results  of  this  goal. 

Data  Verification  and  Validation:  Data  from  PSC  HR  logs. 

5.6.  Personnel  Staffing  Services:  Prepare  90%  of  vacancy  announcements  within  2-3 
working  days  upon  receipt  of  the  classified  Position  Description 

Previous  GPRA  Goal:  6. 

This  goal  replaced  a  general  HR  goal  of  all  personnel  actions  to  one  with  a  more  specific 

and  customer-focused  objective.  By  developing  a  90%  standard,  we  are  able  to  account 

for  anomalies,  yet  provide  customers  with  a  90%  accountable  measure. 

Baseline:  FY  2001  Target  90%  Goal  met.  93%. 

FY  02  Target:  90%.  Goal  met  90% 

Data  Verification  and  Validation:  Data  from  PSC  HR  logs. 

5.7.  Executive  recruitment:  90%  of  vacancy  announcements  will  he  done  2-10  workdays 
upon  receipt  of  classified  PD 

Previous  GPRA  Goal:  7. 

This  goal  replaced  a  general  HR  goal  of  all  personnel  actions  to  one  with  a  more  specific 

and  customer-focused  objective.  By  developing  a  90%  standard,  we  are  able  to  account 

for  anomalies,  yet  provide  customers  with  a  90%  accountable  measure. 

Baseline:  FY  2001  Target  90%  Goal  met.  95%. 

FY  02  Target:  90%.  Goal  met  95% 

Data  Verification  and  Validation:  Data  from  PSC  HR  logs. 

5.8.  Personnel  processing  services:  90%  of  pay  documents  will  be  processed  within  the  pay 
period  (unless  the  last  Friday) 

Previous  GPRA  Goal:  8. 

This  goal  replaced  a  general  HR  goal  of  all  personnel  actions  to  one  with  a  more  specific 

and  customer-focused  objective.  By  developing  a  90%  standard,  we  are  able  to  account 

for  anomalies,  yet  provide  customers  with  a  90%  accountable  measure. 

Baseline:  FY  2001  Target  90%  Goal  met.  92%. 

FY  02  Target:  90%.  Goal  met  99% 

Data  Verification  and  Validation:  Data  from  PSC  HR  logs. 

5.9.  95%  of  all  Commissioned  Corps  online  applicants  to  be  personally  contacted,  oriented, 
and  educated  within  3  working  days  on  the  Corps  and  given  access  to  entire  application 
Previous  GPRA  Goal:  9 

One  of  the  specific  missions  of  the  PSC  Division  of  Commissioned  Corps  Personnel  has 
been  the  timely  and  responsive  recruitment  of  new  applicants.  This  goal  provides  a 
measurable  objective  from  which  the  Commissioned  Corps  can  be  measured  with  respect 
to  new  applicants. 

Baseline:  FY  2001  Target  95%  Goal  not  met.  90% 
FY  02  Target:  95%.  Goal  met.  96% 

Data  Verification  and  Validation:  Data  from  Commissioned  Corps  web-based  tracking 
system  and  logs. 

5.10.  95%  of  all  Commissioned  Corps  applicants  will  be  issued  orders  within  5  working  days 
after  hiring  agency  issues  a  form  PHS-1662 
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Previous  GPRA  Goal:  10. 

One  of  the  specific  missions  of  the  PSC  Division  of  Commissioned  Corps  Personnel  has 
been  the  timely  and  responsive  recruitment  of  new  applicants.  This  goal  provides  a 
measurable  objective  from  which  the  Commissioned  Corps  can  be  measured  with  respect 
to  those  officers  who  have  been  offered  a  commission. 
Baseline:  FY  2001  Target  95%  Goal  met.  95% 
FY  02  Target:  95%.  Goal  met.  100% 

Data  Verification  and  Validation:  Data  from  Commissioned  Corps  web-based  tracking 
system  and  logs. 

5.11.  Delayer  and  streamline  PSC;  decrease  supervisor  to  employee  ratio 
Previous  GPRA  Goal:  42. 

Baseline:  FY  2001 :  1 :8.4  supervisor  to  employee  ratio 

FY  02  Target:  Increase  over  FY  01 .  Goal  met.  1 :9  supervisor  to  employee  ratio  in  FY  02 
Data  Verification  and  Validation:  FY  2001  PSC  supervisor  to  employee  ratios  as 
indicated  in  the  HHS  payroll  database. 

5.12.  Reduce  incidents  of  workplace  violence,  thefts  and  threats  to  Federal  property 
Previous  GPRA  Goal:  44. 

These  are  incidents  requiring  follow-up;  i.e.,  violent  threats  or  actions  requiring  reports  to 
law  enforcement  personnel  or  review  by  the  workplace  violence  committee;  thefts  that 
get  reported  to  the  Federal  Protection  Service  for  investigative  purposes;  and  threats  that 
require  partial  or  full  evacuation  of  the  building  or  that  are  of  such  serious  a  nature  that 
they  alter  the  way  we  conduct  our  normal  business. 

FY  01  Target:  Maintain  reduced  incidents  of  workplace  violence,  thefts  and  threats  to 
Federal  property  on  an  annual  basis  at  or  below  the  FY  2000  level.  Goal  met.  13 
vxr  02  Target:  Decrease  under  FY  01 .  Goal  met.  1 1 

Data  Verification  and  Validation:  A  database  of  incident  reports  is  maintained 
throughout  the  fiscal  year  and  reviewed  for  inclusion  in  the  final  total  at  year's  end. 
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III.  APPENDIX  TO  THE  PSC  PERFORMANCE  PLAN 


A.l     Linkage  to  HHS  and  Agency  Strategic  Plans 

Services  offered  by  the  PSC  contribute  to  enhanced  capacity  for  the  HHS  program  components 
to  meet  their  challenges  for  the  future.  Successful  achievement  of  PSC's  performance  goals  will 
save  HHS  agency  funds  for  administrative  support.  Therefore,  we  consider  that  our  Plan 
supports  all  of  the  HHS  strategic  goals  from  an  administrative  support  perspective. 

As  a  fee-for-service  organization,  we  must  continuously  review  our  processes  with  sensitivity 
toward  the  long-range  goals  of  retaining  our  current  customers  and  acquiring  new  ones.  The 
PSC  realizes  that  workloads  and  priorities  from  our  customers  vary  based  on  the  influences  and 
pressures  inherent  in  their  own  organizations,  across  the  Federal  Government  and,  in  some 
instances,  even  globally.  Our  strategic  planning  anticipates  the  need  for  constant  improvement 
in  the  accuracy  of  information,  while  continuously  trying  to  find  alternative  methods  which  will 
result  in  reduced  fees  and  maximized  performance  for  customers.  This  proactive  approach  in 
developing  strategic  objectives  recognizes  that  information  and  feedback  from  our  customers, 
our  vendors,  and  our  employees  serve  as  an  invaluable  and  essential  role  in  shaping  our  future 
customer  service  and  marketing  efforts.  We  further  realize  that  only  by  conducting  extensive 
analysis  of  new  acquisition  methods,  technical  developments,  and  market  trends  can  we  maintain 
and  expand  our  current  competitive  edge,  and  accelerate  our  growth  in  the  Federal  marketplace. 
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A.2     Changes/Improvements  Over  Previous  Year 

In  an  effort  to  focus  on  PSC-wide  and  outcome  oriented  goals  we  have  streamlined  the  PSC 
FY  03  and  FY  04  Performance  Plans.  Many  of  the  FY  02  goals  and  targets,  which  are  largely 
service  area  outputs,  have  been  dropped  from  these  Plans.  Although  many  of  the  FY  02  goals 
will  no  longer  be  reported  in  GPRA,  we  will  continue  to  track  those,  and  many  others,  through 
our  performance  management  plans.  We  have  gone  from  44  goals  in  FY  02  to  2 1  in  FY  03  and 
19  in  FY  04. 

A.  The  Following  FY  02  Goals  are  being  dropped  from  FY  03  and  FY  04  Plans  in  an 
effort  to  focus  on  outcome  goals  in  the  PSC  Pe:  ^  The  following  goals  are 

output  goals  for  specific;  service;  areas.  We  will  continue  to  track  these  goals  through  our 
performance  plans. 


1 .4.  Achieve  at  least  5  of  8  of  the  following  acquisition  standards  each  year: 

a.  Award  in  5  working  days  from  receipt  of  an  acceptable  RFC  95%  of  Micro  purchases  (Simplified  Acquisitions 
under  $2,500) 

b.  Award  in  15  working  days  from  receipt  of  an  acceptable  RFC  95%  of  simplified  acquisitions  (less  complex  under 
$100,000) 

c.  Award  in  45  working  days  from  receipt  of  an  acceptable  RFC  95%  of  simplified  acquisitions  (complex) 

d.  Award  in  90  days  from  receipt  of  an  acceptable  RFC  95%  of  sealed  bid  acquisitions 

e.  Award  in  90  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  sole  source  acquisitions 

f.  Awaru  in  135  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  competitive  acquisitions  (non-complex) 

g.  Award  in  1 75  days  from  receipt  of  an  acceptable  RFC  95%  negotiated  competitive  acquisitions  (complex) 

h.  Expand  acquisitions  customer  base 

1 .6.  Achieve  performance  standards  every  year  at  Supply  Service  Center: 

a.  Achieve  a  95%  Fill  Rate  standard  for  the  SSC 

b.  Achieve  a  .5%  Delivery  Discrepancy  Rate  for  the  SSC 

c.  Achieve  a  .05%  Damaged  Shipment  Rate  for  the  SSC 

d.  Achieve  a  .4%  Shipping  Accuracy  Rate  for  the  SSC 

e.  Achieve  a  95%  Rate  in  Meeting  the  Order  Turn-Around  Time  Standard 

f.  Achieve  a  95%  Customer  Satisfaction  Rate  with  SSC  Services 

1 .7.  Increase  or  maintain  level  of  Building  Management  service  calls  corrected  during 
first  response 

1 .8.  Properly  addressed  incoming  and  outgoing  mail  will  be  processed  within  one  day. 
Shipments  received  with  special  agreements,  e.g.,  large  mailings,  will  be  processed 
within  5  days. 
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Continued  -A.  The  Following  FY  02  Goals  are  being  dropped  from  FY  03  and  FY  04 
Plans  in  an  effort  to  focus  on  outcome  goals  in  the  PSC  Performance  Plan.  The  following 
goals  are  output  goals  for  specific  service  areas.  We  will  continue  to  track  these  goals 
through  our  performance  plans. 


1 .9.  FOH  -  Eliminate  Barriers  to  Care — Increase  Access  Points 

Clinical  Service:  Provide  needed  basic  clinical  services  to  Federal  employees 

1.11.  FOH  —  Environmental  Health  Services:  Increase  the  hours  of  environmental  health 
services  provided  and  billed  to  customers 

1.12.  Reduce  the  Unit  Core  Cost  of  Personnel/Payroll  Services  to  PSC  Customers 


1.13.  Reduce  or  maintain  the  unit  cost  of  forms  and  publications  distribution  service  for 
HHS  customer  products 

1.14.  Maintain  unit  cost  per  line  (TIP) 


3.4.  Review  and  negotiate  85%  of  Indirect  Cost  Rate  Proposals  within  six  months  of 
receipt 

3.5.  Exceed  the  OMB  Objective  of  95%  of  Vendor  Invoices  Paid  on  Time 

3.6.  Refer  delinquent  debts  to  TOP  within  required  timeframe 


3.7.  Reduce  erroneous  payments  to  recipients  of  government  funds  (minimum  base  of 
.075%  of  total  payments) 

Commercial  Payments 
Travel  Management  System 


4.2.  Increase  Non-Waivered  Electronic  Disbursements 


4.3.  Expand  on-line  procurements  and  E-govemment  services;  Post  all  synopses  over 
$25K  on  Government-wide  web  site 


4.4.  Payment  Management  —Increase  the  number  of  recipient  organizations  reporting 
electronically 

5.2.  Achieve  overall  increase  in  employee  satisfaction  PSC-wide 


5.4.  Exceed  the  OPM  Timeliness  Requirement  of  80%  of  Payroll  Separation  Processing 
Actions  to  OPM  within  30  days 


5.5.  Position  Classification  Services:  Develop  95%  of  position  descriptions,  evaluation 
statements  and  supporting  documents  within  2-10  work  days  (routine  actions) 
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Continued  -  A.  The  Following  FY  02  Goals  are  being  dropped  from  FY  03  and  FY  04 
Plans  in  an  effort  to  focus  on  outcome  goals  in  the  PSC  Performance  Plan.  The  following 
goals  are  output  goals  for  specific  service  areas.  We  will  continue  to  track  these  goals 
through  our  performance  plans.  •  ,-"    :  •   ' .  ■  

5.6.  Personnel  Staffing  Services:  Prepare  90%  of  vacancy  announcements  within  2-3 
working  days  upon  receipt  of  the  classified  Position  Description 

5.7.  Executive  recruitment:  90%  of  vacancy  announcements  will  be  done  2-10  workdays 
upon  receipt  of  classified  PD 

5.8.  Personnel  processing  services:  90%  of  pay  documents  will  be  processed  within  the 
pay  period  (unless  last  Friday) 

5.9.  95%  of  all  Commissioned  Corps  on-line  applicants  to  be  personally  contacted, 
oriented,  and  educated  within  3  working  days  on  the  Corps  and  given  access  to  entire 
application. 

5.10.  95%  of  all  Commissioned  Corps  applicants  will  be  issued  orders  within  5  working 
days  after  hiring  agency  issues  a  form  PHS-1662 


5.11.  Delayer  and  streamline  PSC;  decrease  supervisor  to  employee  ratio 


5.12.  Reduce  incidents  of  workplace  violence,  thefts,  and  threats  to  Federal  property 


B.  The  following  goals  were  included  in  the  FY  2002  Plan  but  have  been  revised  in  the 
FY  2003  and  FY  2004  Plans:  

2.1 .  Distribute  PSC  comment  cards  and  evaluate  monthly  and  conduct  a  PSC-wide 
customer  satisfaction  survey  annually.  This  goal  was  revised  to  include  the  PSC 
comment  cards  as  a  mechanism  to  measure  customer  satisfaction. 

3.1.  Achieve  unqualified  (clean)  audit  opinions  for  the  PSC  and  its  customers.  This  goal 
was  listed  separately  by  OPDIV  in  the  FY  2002  Plan.  In  the  FY  2003  and  FY  2004  Plans 
it  is  combined  into  one  PSC-wide  goal  

3.2.  Reduce  PSC  and  customer  material  weaknesses  (MW)  and  reportable  conditions 
(RC).  This  goal  was  listed  separately  by  OPDIV  in  the  FY  2002  Plan.  In  the  FY  2003 
and  FY  2004  Plans  it  is  combined  into  one  PSC-wide  goal 

4.7.  Develop  a  three-year  competitive  sourcing  plan  and  complete  competitive  sourcing 
studies  for  commercial  activities  in  the  PSC  according  to  OMB  goals  and  based  on  the 
PSC  FAIR  Inventory  for  FY  00.  This  goal  was  revised  to  include  the  competitive 
sourcing  plan.  (This  goal  has  targets  for  FY  03  and  FY  05  -  no  target  for  FY  04) 

C.  The  following  goals  are  for  FY  2003  only: 

2.4.  Assure  Quality  of  Care  —Improve  Customer/Patient  Satisfaction  --  Improve  total 
customer  satisfaction  among  Federal  agencies  served.  This  goal  will  be  incorporated 
into  PSC-wide  goal  2.1.  after  FY  03.  

3.8.  Implement  Results  Oriented  Management  ~  Create  performance  contracts  for  all 
PSC  supervisors  and  managers  that  tie  their  performance  to  the  PSC  strategic  plan.  New 
goal  for  FY  03  only.  
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D.  The  following  are  new  goals  for  FY  2003  and  FY  2004 

1.1.  Provide  management  reports  that  provide  relevant  and  accurate  cost,  revenue,  and 
Net  Operating  Result  (NOR)  information  to  managers  by  organization,  service,  customer, 
and  time  period 

1.2.  Implement  Change  Management  techniques  across  PSC  to  align  behaviors  with 
strategy 

1 .3.  Develop  a  Customer  Relations  Management  Program  ~  Implement  one  stop  shop 
approach,  centralize  agreements,  sponsor  focus  groups  and  customer  visits 

1.15.  Refer  eligible  Health  Professions  debt  to  the  Office  of  the  Inspector  General  for 
exclusion  from  participation  in  Medicare 

1.16.  Continue  centralization  of  hardware,  software  and  support  resources  to  realize 
greater  gains  in  managing  support  activities  and  taking  advantage  of  economies  of  scale 

2.2.  Customer  Service  Training  -Train  employees  to  level  of  performance  that  customer 
satisfaction  is  achieved  the  first  time 

2.3.  Provide  customers  with  on-line  invoicing  and  on-line  viewing  of  bills  that  provide 
customers  with  an  accurate,  clear,  and  concise  detailing  of  service  provided,  with  drill- 

down  capability  

3.3.  Implement  automated  costing  model  to  allow  proper  alignment  of  fully  burdened 
costs  to  the  proper  product/service  and  integration  of  product  costs  to  the  budget 

4. 1 .  Partner  with  other  Federal  agencies  to  provide  services 

4.5.  Implement  Human  Resources  automation  tools 

5.1.  Implement  workforce  strategies  and  systems  to  recruit  and  retain 


5.3.  Cross-train/re-train  PSC  staff  to  accommodate  those  impacted  by  outsourcing, 
consolidation  or  restructuring  


A.3     Partnerships  and  Coordination 

The  PSC's  success  as  an  organization  depends  upon  its  innovative  public-private  sector 
partnerships.  The  PSC  adheres  to  a  policy  of  partnership  with  both  its  customers  and  vendors. 
Employees  work  cooperatively  to  find  solutions  to  problems  should  they  occur  and  to  lay  the 
proper  groundwork  to  prevent  disputes  and  disagreements  among  the  contract  parties. 

The  PSC's  market  for  its  support  services  include  all  agencies  and  Departments  of  the  Federal 
Government  and  the  District  of  Columbia.  The  range  of  services  and  products  that  the  PSC  has 
developed  and  cultivated  in  concert  with  its  customers  has  enabled  management  to  begin  to 
expand  its  core  customer  network.  This  strategy  has  enabled  PSC  to  optimize  the  opportunities 
that  management  believes  exist  within  Government  agencies  while  investing  in  its  own 
workforce  and  infrastructure. 

Currently,  the  PSC  provides  services  and  products  to  the  following  representative  sample  of 
Executive  Branch  agencies: 

■  Department  of  Agriculture 

■  Department  of  Commerce 

■  Department  of  Defense 
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■  Department  of  Education 
»  Departm  ent  of  Energy 

■  Department  of  Health  and  Human  Services 

"  Department  of  Housing  and  Urban  Development 

■  Department  of  the  Interior 

■  Department  of  Justice 

■  Department  of  Labor 

■  Department  of  State 

■  impairment  of  Transportation 

■  Department  of  the  Treasury 

■  Department  of  Veterans  Affairs 

Representative  independent  establishments  and  Government  corporations  currently  receiving 
products  and  services  include  the  following: 

■  Architect  of  the  Capitol 

"  Consumer  Product  Safety  Commission 

■  D.C.  Government 

■  Environmental  Protection  Agency 

■  Federal  Deposit  Insurance  Corporation 

"  Federal  Emergency  Management  Agency 

■  General  Accounting  Office 

■  Internal  Revenue  Service 

■  National  Aeronautics  and  Space  Admin  istration 

■  National  Archives  and  Records  Administration 

■  Office  of  Personnel  Management 

•  Peace  Corps 

■  Railroad  Retirement  Board 

■  Securities  and  Exchange  Commission 

•  Small  Business  Administration 

■  Social  Security  Administration 

■  U.S.  Agency  for  International  Development 

■  U.S.  Courts 

■  U.S.  Postal  Service 

The  expanding  list  of  customers  reflects  the  commitments  that  the  PSC  has  made  to  its  customers 
and  the  capabilities  of  its  workforce  to  address  the  needs  of  diverse  customers.  Whether 
responding  to  embassies  world-wide,  ships-at-sea,  national  emergencies  or  processing  payroll 
and  grants  and  contracts  payments,  the  PSC  maintains  high  standards  for  performance. 

PSC  staff  meet  with  customers  on  a  routine  basis  to  determine  concerns,  additional  services 
needed,  enhancements  needed  to  current  systems  or  processes,  and  reporting  needs.  Employees 
participate  in  Government-wide  forums  to  keep  abreast  of  new  policies  and  procedures,  new 
concepts  and  technologies,  and  take  advantage  of  training  opportunities  offered  to  keep  current 
in  their  areas  of  responsibility. 

We  communicate  on  an  ongoing  basis  with  members  of  the  SSF  Board  of  Directors  to  discuss 
current  and  future  administrative  service  needs  and  options  within  HHS. 

A.4     Data  Verification  and  Validation 

Current  operating  reports  such  as  budget  reports,  personnel  action  status  reports,  and  the 
personnel/payroll  data  file,  are  utilized  to  develop  baseline  and  actual  operating  data  and  are 
augmented  with  customer/user  groups  and  employee  and  customer  satisfaction  surveys.  Repeat 
surveys  are  used  to  gauge  the  effect  of  any  corrective  actions  and  to  identify  further 
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improvement  targets.  Formal  reports,  audits  and  other  data  sources  are  used  to  periodically 
verify  and  validate  the  actual  performance  data. 

A.5     Performance  Measurement  Linkages  to  Cost  Accounting,  Information  Technology 
Planning,  Capital  Planning  and  Program  Evaluation 

Cost  Accounting 

The  account  structure  for  the  PSC  is  established  in  sufficient  detail  to  enable  the  CORE 
accounting  system  to  accumulate  cost  and  revenue  data  at  the  cost  center/product  line  level. 
Availability  of  this  data  allows  for  the  preparation  of  monthly  or  quarterly  financial  statements 
for  management  review.  Summary  data  that  is  directly  tied  to  the  budgets  is  prepared  for 
presentation  to  the  Board  of  Directors. 

Information  Technology  (IT)  Planning 

Information  Technology  oversight  is  provided  by  the  PSC  Chief  Information  Officer  (CIO).  Our 
portfolio  of  IT  investments  is  monitored  by  the  PSC  Information  Technology  Investment  Review 
Board  (ITIRB),  which  includes  the  CIO  and  senior  PSC  management.  The  PSC  ITIRB  was 
chartered  to  ensure  that  our  funds  are  expended  only  for  information  systems  investments  that 
take  into  consideration  risk  adjusted  returns  and  emphasizes  interoperability,  improved  delivery 
of  services,  and  reduced  costs  where  possible.  Whenever  a  new  investment  is  proposed  to  the 
PSC  ITIRB,  its  sponsoring  business  area  must  gain  the  approval  of  the  ITIRB  using  a  business 
case  that  follows  the  OMB  and  HHS  guidance.  The  functions  described  in  the  business  case 
must  be  mission  critical;  there  must  be  assurance  that  no  other  government  or  private  entity  can 
do  the  function  more  cost  effectively;  business  processes  must  have  been  simplified  or  otherwise 
redesigned  to  reduce  cost  and  improve  effectiveness.  Additionally,  PSC's  IT  decision-making 
process  is  structured  to  comply  with  the  requirements  of  the  HHS  ITIRB  as  well  as  the  SSF 
Board  of  Directors. 

During  FY  2001  the  PSC  began  to  reorganize  its  IT  resources  into  a  new  Service,  the 
Information  Resources  Management  Service  (IRMS).  The  purpose  of  the  new  Service  is  to 
leverage  PSC  IT  resources,  effect  cost  savings  and  efficiencies,  minimize  the  number  of  FTEs 
required,  and  address  dynamic  regulatory  and  administrative  environments.  During  FY  2002, 
the  PSC  IRMS  reorganization  completion  is  being  revisited  in  order  to  ensure  compliance  with 
"One  Department"  initiatives  such  as  the  small  OPDIV  consolidation.  The  PSC  has  played  an 
active  role  within  the  small  OPDIV  consolidation  consortium  by  participating  in  group  meetings 
establishing  mission  and  goals,  participating  in  development  of  a  Statement  of  Work  (SOW)  for 
contractor  support  for  the  consortium,  meeting  with  the  contractor  during  the  initial  data 
gathering  phase  after  contract  award,  and  hosting  meetings  for  the  consortium.  In  this  manner, 
PSC  is  fostering  the  tenants  of  the  "One  Department"  methodology. 

PSC  has  also  participated  in  Departmental  workgroups  aimed  at  consolidating  individual  OPDIV 
IT  initiatives  and  tearing  down  stovepipes  within  the  groups.  As  part  of  that  effort  arned  at 
"One  Department,"  PSC  has  active  and/or  leading  members  for  the  Departmental  Enterprise 
Architecture,  45  Day  IT  Asset  Inventory,  Enterprise  Directory,  Network  Modernization,  HHS 


108 


530 


Web  Portal,  Public  Key  Infrastructure  (PKI),  Section  508  Compliance,  UFMS,  and  Security 
Groups. 

Capital  Planning 

PSC  takes  capital  planning  seriously  as  an  internal  initiative  as  well  as  supplying  input  to 
Departmental  objectives.  The  PSC  has  provided  significant  input  to  the  HHS  IT  Strategic  Plain, 
authoring  the  sections  of  the  Plan  regarding  the  Enterprise  Human  Resources  and  Payroll  Plan 
(EHRP)  and  E-  Payroll.  Additionally,  as  part  of  Departmental  program  team  efforts,  PSC  has 
provided  input  in  the  following  areas:  Departmental  Enterprise  Architecture,  Enterprise 
Directory,  Network  Modernization,  HHS  Web  Portal,  PKI,  Section  508  Compliance,  UFMS, 
HHS  IT  Consolidation,  and  Security.  This  participation  contributed  to  a  more  complete  Plan. 
This  information  is  in  addition  to  specific  documentation  on  the  PSC  internal  capital  planning 
projects.  PSC  capital  planning  projects  include:  (1)  EHRP  -  an  approach  to  defining  the  future 
direction  of  the  human  resources  and  payroll  systems  support  for  HHS.  To  ensure  successful 
implementation  of  the  EHRP,  the  PSC  has  involved  HHS  agencies  in  identifying  requirements 
and  evaluating  alternatives  that  best  meet  the  Department's  needs.  PSC  continued  to  involve  the 
OPDIVs  in  assisting  them  through  the  implementation  process  through  training  and  on-site 
expertise  where  needed;  (2)  the  Commissioned  Officer  Payroll  and  Personnel  System  (COPPS)  - 
replaces  the  Commissioned  Corps  Personnel  and  Payroll  System  and  completed  an  ITIRB  during 
FY  2002.  Discussions  are  ongoing  for  this  to  be  a  possible  outsource  initiative  to  the  Coast 
Guard;  and,  (3)  the  Telecommunications  Improvement  Project  (TIP)  -  a  contract  which  provides 
mission  critical  telephone  services  to  HHS  customers. 

Program  Evaluation 

The  PSC's  evaluation  priorities  are  to  evaluate  the  effectiveness  of  PSC  activities  and  identify 
weaknesses  in  services  provided  with  a  view  towards  improving  those  services.  Our  financial 
performance  is  formally  reviewed  annually.  Throughout  the  PSC,  financial  performance  data  in 
terms  of  costs  versus  revenues  are  reviewed  to  ensure  efficient  and  effective  performance  in  the 
service-for-fee  arena.  In  the  Spring  of  each  year,  a  formal  mid-year  review  is  conducted  and 
presented  to  the  Board  of  Directors.  This  process  evaluates  the  performance  of  each  activity  in 
terms  of  costs  versus  revenues  for  the  year  to  determine  the  need  for  any  mid-year  rate 
adjustments,  identify  potential  rebates  or  other  issues  needing  further  discussion.  Customer 
feedback  is  analyzed  to  foster  a  service-oriented  environment  that  delivers  time  sensitive, 
qualitative  goods  and  services. 

Management  evaluates  all  this  information  in  the  context  of  improving  business  practices  and 
organizational  effectiveness  within  the  realm  of  decreased  costs,  increased  efficiencies  or 
increased  productivity.  Management  also  uses  this  information  to  shift  resources  where 
appropriate  to  develop  or  improve  overall  business  while  maintaining  an  organizational 
competitive  edge. 
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HUMAN  SERVICES 
JULIE  GERBERDING,  DIRECTOR,  CENTERS  FOR  DISEASE  CONTROL 

AND  PREVENTION 
BETTY  DUKE,  ADMINISTRATOR,  HEALTH  RESOURCES  AND  SERVICES 

ADMINISTRATION 
ELIAS  ZERHOUNI,  DIRECTOR,  NATIONAL  INSTITUTES  OF  HEALTH 
ANTHONY  FAUCI,  DIRECTOR,  NATIONAL  INSTITUTE  OF  ALLERGY  AND 

INFECTIOUS  DISEASES 

Mr.  Regula.  We  will  get  the  hearing  started.  We  have  a  very  im- 
portant topic  this  morning  on  homeland  security.  I  think  this  is 
something  that  280,000,000  Americans  are  concerned,  and  they 
think  about  it,  and  they  are  actually  relying  on  our  government 
agencies  to  be  alert  to  the  concerns  that  they  have  and  they  give 
them  a  sense  of  security.  So  I  guess  like  in  your  own  hometown, 
you  are  glad  the  fire  department  is  there  and  the  police  depart- 
ment, it  gives  you  a  sense  of  security.  And  our  goal  is  through  our 
agencies  to  do  the  same  thing  for  all  of  America.  So  we  are  happy 
to  welcome  all  of  you  here  this  morning. 

And  as  I  understand  it,  Mr.  Hauer,  you  will  speak  for  the  group. 

Mr.  Hauer.  That  is  correct. 

Mr.  Regula.  Would  you  introduce  your  panel?  Maybe  you  would 
like  to  wait  until  Dr.  Gerberding  gets  here. 

Mr.  Hauer.  She  is  in  the  building.  She  will  be  up  in  a  moment 
or  two. 

Mr.  Regula.  Let's  get  started.  Members  get  busy.  They  have 
other  commitments.  Your  full  statement  will  be  made  a  part  of  the 
record.  You  can  summarize  as  you  choose.  Then  we  will  have  ques- 
tions. 

Mr.  HAUER.  Thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  be 
with  you  here  today.  I  am  Jerry  Hauer,  the  Acting  Assistant  Sec- 
retary for  Public  Health  Emergency  Preparedness.  I  appreciate  this 
opportunity  to  provide  an  overview  of  the  Department  of  Health 
and  Human  Services  fiscal  year  2004  request  for  bioterrorism  and 
public  health  emergency  preparedness  funding  and  to  apprise  you 
of  our  efforts  over  the  past  year  in  working  with  State  and  local 
governments  to  address  bioterrorism  and  other  public  health  emer- 
gencies. 

Accompanying  me  today  are  Dr.  Julie  Gerberding,  who  should  be 
here  momentarily,  the  Director  of  the  Centers  for  Disease  Control; 
Dr.  Betty  Duke,  the  Administrator  of  the  Health  Resources  and 
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Services  Administration;  Dr.  Elias  Zerhouni,  the  Director  of  the 
National  Institutes  of  Health;  and  Dr.  Anthony  Fauci,  the  Director 
of  the  National  Institute  of  Allergy  and  Infectious  Diseases.  As  you 
know,  that  is  a  component  of  NIH. 

The  Department  of  Health  and  Human  Services  has  continued  to 
work  vigorously  to  ensure  the  Nation's  readiness  to  respond  to  bio- 
terrorism  and  other  public  health  emergencies.  We  are  doing  this 
by  pursuing  a  multipronged  approach  that  consists  of  enhancing 
public  health  and  hospital  preparedness  at  State  and  local  levels, 
vaccinating  smallpox  and  healthcare  response  teams  as  well  as 
other  health  workers  and  first  responders,  and  conducting  research 
and  development  on  countermeasures  for  biological  and  chemical 
agents  most  likely  to  be  used  as  weapons  of  mass  destruction. 

In  my  remarks  today  I  will  provide  a  brief  status,  an  overview, 
on  the  progress  HHS  has  made  over  the  past  year  in  preparing  the 
Nation  to  address  bioterrorism  and  other  public  health  emergencies 
and  preview  our  plans  and  initiatives  for  fiscal  year  2004. 

STATE  AND  LOCAL  PUBLIC  HEALTH  PREPAREDNESS 

A  little  over  a  year  ago  Congress  enacted  supplemental  appro- 
priations that  provide  HHS  with  more  than  a  billion  dollars  to  en- 
hance public  health  preparedness  and  to  upgrade  the  readiness  of 
hospitals  and  other  health  care  entities  to  address  bioterrorism  and 
other  public  health  emergencies.  Within  weeks  of  the  appropria- 
tion, HHS  awarded  $1,100,000,000  in  cooperative  agreements  to  50 
States,  3  municipalities  and  the  American  territories.  Twenty  per- 
cent of  this  money  was  released  immediately  to  defray  costs  for  ac- 
tivities related  to  the  events  of  September  11th,  2001,  and  to  pro- 
vide States  with  sufficient  resources  to  prepare  comprehensive 
work  plans  for  submission  to  the  Department. 

Following  receipt  and  review  of  the  State  work  plans  within  a 
record-breaking  30  days,  HHS  released  the  remaining  80  percent 
of  the  funds  by  July  1st  of  2002.  In  adopting  this  approach,  HHS 
struck  a  careful,  considered  balance  among  speed,  flexibility,  and 
accountability.  The  cooperative  agreement  funding  has  made  a  ma- 
terial difference  at  the  State  and  local  levels.  For  90  percent  of  the 
States,  of  the  50  States  and  3  municipalities,  New  York  City,  Los 
Angeles,  and  Chicago,  that  have  been  awarded — that  have  been 
awarded  funds  have  developed  systems  for  24-hour,  7-day-a-week 
notification  or  activation  of  their  public  health  emergency  response 
plans,  and  87  percent  of  the  grantees  have  developed  interim  plans 
to  manage  and  distribute  pharmaceuticals,  equipment  and  supplies 
from  the  strategic  national  stockpile.  In  95  percent  of  the  jurisdic- 
tions systems  are  being  developed  to  receive  and  evaluate  urgent 
disease  reports  on  a  24/7  basis.  Ninety-one  percent  indicated  that 
they  could  initiate  a  field  investigation  within  6  hours  of  an  urgent 
disease  report. 

This  year  CDC  and  HRSA  will  award  approximately 
$1,400,000,000  to  the  States,  three  municipalities,  the  American 
Territories  and  the  Freely  Associated  States  of  the  Pacific  to  fur- 
ther expand  their  effort  in  State  and  local  preparedness.  CDC  will 
be  awarding  cooperative  agreements  totalling  $870,000,000,  and 
HRSA  will  award  $498,000,000  for  enhancing  the  preparedness  of 
hospitals  and  other  healthcare  facilities. 
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In  addition,  HRSA  will  provide  $28,000,000  to  academic  health 
centers  and  other  public  health  professional  training  entities  for  a 
new  initiative:  Bioterrorism  preparedness  education  and  training 
for  clinical  providers. 

In  view  of  the  war  in  Iraq  and  heightened  terrorist  threats  at 
home,  we  are  taking  steps  to  ensure  that  States  and  other  award- 
ing jurisdictions  have  the  resources  they  may  require  immediately 
to  strengthen  and  upgrade  their  readiness.  Recently  Secretary 
Thompson  announced  that  HHS  is  prepared  to  release  upon  re- 
quest from  the  States  an  advance  of  up  to  20  percent  of  the  juris- 
diction's fiscal  year  2003  funding  allocation  to  be  used  for  the  fol- 
lowing purposes:  Support  for  their  smallpox  vaccination  activities 
for  healthcare  workers  and  emergency  responders;  support  activi- 
ties already  approved  in  the  2002  State  plans  which  need  addi- 
tional resources  now;  to  enhance  or  intensify  critical  activities  al- 
ready approved  under  last  year's  State  work  plans;  or  accelerate 
time  lines  for  these  critical  activities.  This  option  is  strictly  vol- 
untary. Funding  will  be  awarded  in  full  to  all  of  the  States  at  the 
end  of  this  summer  following  the  review  and  the  approval  of  their 
fiscal  year  2003  work  plans. 

Over  the  course  of  the  last  several  months,  as  State  and  local 
health  departments  have  begun  to  develop  their  preparedness  plan, 
a  number  of  issues  have  been  brought  to  our  attention.  One  is  the 
extent  of  Federal  support  of  local  health  departments  and  their  ac- 
tivities. We  have  heard  from  both  State  and  local  health  depart- 
ments each  expressing  legitimate  concerns  about  what  should  be 
their  appropriated  allocation.  In  creating  our  public  health  pre- 
paredness cooperative  agreement  program,  we  elected  to  adopt  a 
State-centric  model  in  which  the  State  serves  as  a  unit  of  govern- 
ment responsible  for  coordinating,  integrating  and  overseeing  pre- 
paredness efforts.  We  look  to  the  Governors  to  provide  the  execu- 
tive leadership  to  ensure  that  statewide  activities  are  carried  out 
responsibly  and  successfully. 

Having  said  that,  though,  the  Department  does  recognize  the 
bona  fide  needs  of  local  health  departments.  Given  that  fiscal  year 
2002  was  the  first  year  of  substantial  funding,  a  significant  share 
of  the  funds  was  used  by  some  States  to  develop  infrastructure, 
hire  staff,  award  contracts  and  develop  relationships  with  other 
emergency  planning  organizations.  This  year,  however,  we  expect 
the  larger  portion  of  the  funds  will  reach  local  communities.  Our 
guidance  will  contain  explicit  language  to  support  local  public 
health  and  local  hospital  preparedness. 

Workforce  shortages  are  another  challenge  for  States  seeking  to 
improve  their  public  health  and  hospital  preparedness.  States  have 
frequently  mentioned  that  their  problems  in  recruiting  and  retain- 
ing staff  are  not  only  because  of  noncompetitive  salary  structures, 
but  also  because  of  the  limited  pool  of  qualified  individuals.  With 
the  education  and  training  funds  provided  by  the  ongoing  CDC  and 
HRSA  cooperative  agreements,  and  by  HRSA's  new  initiative  in 
continuing  education  and  curriculum  development  for  bioterrorism, 
HHS  intends  to  address  a  number  of  these  problems. 

HHS  is  also  collaborating  on  a  project  with  the  Association  of  the 
Schools  of  Public  Health  that  is  intended  to  establish,  implement 
and  evaluate  curriculum  and  training  programs  for  public  health 
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workers.  This  effort  will  identify  our  public  health  workforce,  our 
public  health  workforce  needs  and  provide  a  road  map  for  building 
the  capacities  necessary  to  ensure  preparedness  at  State  and  local 
levels.  We  do  recognize,  however,  that  producing  an  adequate  cadre 
of  professionals  in  specific  disciplines,  for  example,  epidemiologists 
and  laboratorians,  is  a  long-term  challenge. 

The  GAO  will  soon  be  releasing  a  report  on  State  and  local  re- 
port preparedness,  and  I  believe  that  report  was  released  last 
night,  and  many  of  you  should  have  copies.  It  is  a  fair  and  inform- 
ative assessment  that  provides  a  useful  overview  of  readiness  ac- 
tivities that  have  taken  place  in  the  States  and  cities  that  were 
part  of  the  study.  The  report  made  two  recommendations:  One, 
that  benchmarks  be  developed  to  define  adequate  preparedness  for 
use  by  State  and  local  jurisdictions  to  assess  and  guide  their  pre- 
paredness efforts;  and  two,  an  information-sharing  mechanism  to 
be  established  whereby  HHS  can  evaluate  solutions  to  common 
problems  utilized  by  one  or  more  jurisdictions  and,  if  appropriate, 
share  those  strategies  with  other  jurisdictions. 

In  their  fiscal  year  2002  guidances,  CDC  and  HRSA  provided 
benchmarks  to  guide  the  States  in  developing  capabilities  in  readi- 
ness assessment,  surveillance  and  epidemiology,  hospital  prepared- 
ness, biological  laboratory  capacity,  information  technology,  risk 
communication  and  public  information,  and  education  and  training. 
This  year's  guidance  will  expand  on  previous  benchmarks  and  will 
include  new  ones  to  further  assist  in  their  planning  activities  and 
gauging  their  level  of  preparedness. 

Later  this  year  HHS  will  undertake  a  project  to  develop  a  reposi- 
tory of  best  practices  for  the  States.  We  will  identify  best  practices 
in  a  variety  of  areas  that  could  include,  but  not  be  limited  to,  a 
readiness  assessment,  disease  reporting  systems,  assessment  of 
food  and  water  vulnerabilities,  development  of  surge  capacity  for 
handling  mass  casualties,  risk  communication,  and  preparedness 
training  of  various  types  of  health  professionals.  The  objective  is  to 
identify  the  different  approaches,  processes,  systems  or  models  that 
have  been  successfully  developed  and  implemented  by  various 
States  and  municipalities,  validate  these  best  practices,  and  then 
share  them  with  public  health  and  hospital  preparedness  commu- 
nities throughout  the  country. 

The  President's  fiscal  year  2004  budget  requests  $940,000,000  for 
public  health  preparedness  cooperative  agreements,  518,000,000  for 
the  hospital  preparedness  cooperative  agreements,  and  $60,000,000 
for  HRSA's  biopreparedness  training  program  in  recognition  of  the 
fact  that  rebuilding  and  strengthening  of  our  public  health  infra- 
structure and  the  upgrading  of  the  readiness  of  hospitals  and  other 
health  care  entities  is  a  multiyear  effort. 

RESEARCH  AND  DEVELOPMENT  ACTIVITIES 

While  our  State  and  local  partners  work  to  improve  their  pre- 
paredness and  response  capabilities,  the  Department  is  imple- 
menting an  aggressive  research  and  development  program  to  de- 
velop and  acquire  biological,  chemical,  nuclear  and  radiological 
countermeasures.  These  initiatives  have  involved  close  coordination 
among  NIH,  CDC,  FDA  and  DOD  and  the  Office  of  the  Assistant 
Secretary  for  Public  Health  Emergency  Preparedness.  Research 
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programs  at  NIH  involving  a  broad  array  of  scientific  initiatives 
provide  new  approaches  for  developing  countermeasures  to  threat 
agents  most  likely  to  be  used  as  terrorist  weapons.  NIH  is  sup- 
porting basic  research  in  innate  and  immune  responses,  microbi- 
ology, disease  pathogenesis,  genome  sequencing,  proteomics  related 
to  the  organisms  and  toxins  that  could  be  used  by  bioterrorist 
agents,  or  as  bioterrorist  agents,  and  both  NIH  and  CDC  support 
not  only  early  product  development  efforts,  but  also  advanced  de- 
velopment that  is  carried  out  in  collaboration  with  industry  part- 
ners. The  FDA  works  very  closely  with  these  partners  to  provide 
advice  and  guidance  during  the  development  process,  with  a  view 
toward  facilitating  their  subsequent  submission  for  regulatory  re- 
view. 

I  am  pleased  to  report  that  the  cell  culture-based  smallpox  vac- 
cine is  entering  the  final  stages  of  development.  Sixty-seven  million 
doses  of  ACAM2000  vaccine  are  now  in  The  Strategic  National 
Stockpile,  with  the  rest  to  be  developed  in  coming  months.  Phase 
2  clinical  trials  are  now  in  progress,  and  the  final  phase  3  study 
will  begin  in  August.  This  program  has  been  implemented  with  un- 
precedented speed,  beginning  with  the  award  of  the  development 
contracts  in  November  of  2001,  a  very,  very  short  time  ago,  and 
concluding  with  licensure  expected  in  2004.  In  addition,  Vaccinia 
Immune  Globulin,  or  VIG,  has  been  produced  in  sufficient  quan- 
tities to  meet  the  current  ongoing  needs  of  the  smallpox  immuniza- 
tion program.  It  is  anticipated  that  the  entire  stockpile  require- 
ment will  be  met  by  the  end  of  this  year. 

Initial  research  and  development  contracts  have  been  awarded 
for  next-generation  anthrax  and  smallpox  vaccines.  NIH  has 
awarded  contracts  to  two  companies,  VaxGen  and  Avecia,  to  de- 
velop recombinant  protective  antigen,  otherwise  known  as  rPA, 
vaccines  against  anthrax.  Acambis  and  Bavarian  Nordic  are  devel- 
oping under  separate  NIH  contracts  safer  smallpox  vaccines.  These 
efforts  are  on  a  very  compressed  timetable,  and  reviews  of  their 
progress  are  discussed  on  a  regular  basis  by  an  interagency  team 
consisting  of  NIH,  CDC  and  FDA. 

The  Department  is  also  engaged  in  an  accelerated  program  to  de- 
velop the  Nation's  defenses  against  the  toxins  that  cause  botulism. 
HHS  is  managing  a  multifaceted  program  to  produce  additional 
supplies  of  botulinum  antitoxins.  Our  research  and  development  ef- 
forts will  also  include  development  of  a  next-generation  vaccine 
against  botulinum  neurotoxin. 

PROJECT  BIOSHIELD 

The  most  exciting  news  in  the  R&D  arena  is,  of  course,  Project 
BioShield.  Announced  by  the  President  on  February  3,  2003,  Bio- 
Shield  is  a  comprehensive  and  ambitious  effort  to  develop  and 
make  available  modern  effective  drugs  and  vaccines  to  protect 
against  attacks  by  biological  and  chemical  weapons.  BioShield 
seeks  to  ensure  that  adequate,  stable  funding  will  be  made  avail- 
able to  develop  and  procure  next-generation  countermeasures;  that 
NIH  has  the  authority  to  speed  up  research  and  development  of 
promising  countermeasures;  and  that  FDA  be  given  the  authoriza- 
tion that  would  permit  and  facilitate  the  emergency  use  of  prevent- 
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ative  and  therapeutic  counter-measures  that  have  not  yet  completed 
the  formal  process  for  full  FDA  licensure. 

These  are  truly  challenging  times  for  our  Department.  I  believe 
that  we  can — we  are  and  have  been  up  to  the  task,  and  we  look 
forward  to  working  closely  with  Congress  to  ensure  that  the  Nation 
is  better  prepared  to  respond  to  public  health  emergencies  in  gen- 
eral, and  bioterrorism  in  particular. 

Mr.  Chairman,  I  thank  you  for  your  time  and  for  the  opportunity 
to  speak  before  you  today.  My  colleagues  and  I  would  be  happy  to 
take  any  questions  that  you  or  members  of  the  committee  may 
have. 

Mr.  Regula.  Thank  you  for  an  excellent  statement. 
[The  information  follows:] 
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Thank  you,  Mr.  Chairman  and  members  of  the  Committee.  1  am  Jerome  M.  Hauer, 
Acting  Assistant  Secretary  for  Public  Health  Emergency  Preparedness.  I  appreciate  this 
opportunity  to  provide  an  overview  of  the  Department  of  Health  and  Human  Services  (HHS) 
FY  2004  request  for  bioterrorism  and  public  health  emergency  preparedness  funding,  and  to 
apprise  you  of  our  efforts  over  the  past  year  in  working  with  state  and  local  governments  to 
address  bioterrorism  and  other  public  health  emergencies.  Accompanying  me  today  are 
Dr.  Julie  Gerberding,  Director  of  the  Centers  for  Disease  Control  and  Prevention  (CDC), 
Dr.  Betty  Duke,  Administrator  of  the  Health  Resources  and  Services  Administration  (HRSA), 
Dr.  Elias  Zerhouni,  Director  of  the  National  Institutes  of  Health  and  Dr.  Anthony  Fauci,  the 
Director  the  National  Institute  of  Allergy  and  Infectious  Diseases,  a  component  of  NTH. 

The  Department  of  Health  and  Human  Services  has  continued  to  work  vigorously  to 
ensure  the  Nation's  readiness  to  respond  to  bioterrorism  and  other  public  health  emergencies. 
We  are  doing  this  by  pursuing  a  multi-pronged  approach  that  consists  of  enhancing  public 
health  and  hospital  preparedness  at  state  and  local  levels,  vaccinating  smallpox  and  healthcare 
response  teams  as  well  as  other  health  workers  and  first  responders,  and  conducting  research 
and  development  on  countermeasures  for  the  biological  and  chemical  agents  most  likely  to  be 
used  as  weapons  of  mass  destruction. 

In  my  remarks  today  I  will  provide  a  brief  status  report  on  the  progress  HHS  has  made 
over  the  past  year  in  preparing  the  nation  to  address  bioterrorism  and  other  public  health 
emergencies,  and  preview  our  plans  and  initiatives  for  FY  2004. 

A  little  over  a  year  ago  Congress  enacted  supplemental  appropriations  that  provided 
HHS  with  more  than  $1  billion  to  enhance  public  health  preparedness  and  to  upgrade  the 
readiness  of  hospitals  and  other  healthcare  entities  to  address  bioterrorism  and  other  public 
health  emergencies.  Within  weeks  of  the  appropriations,  HHS  awarded  $1.1  billion  in 
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cooperative  agreements  to  50  states,  3  municipalities,  and  the  American  territories.  Twenty 
percent  of  this  money  was  released  immediately  to  defray  costs  for  activities  related  to  the 
events  of  September  11,  2001  and  to  provide  states  with  sufficient  resources  to  prepare 
comprehensive  workplans  for  submission  to  the  Department.  Following  receipt  and  review  of 
the  state  workplans  within  a  record-breaking  30  days,  HHS  released  the  remaining  80%  of  the 
funds  by  July  of 2002.  In  adopting  this  approach,  HHS  struck  a  carefully  considered  balance 
among  speed,  flexibility  and  accountability. 

The  cooperative  agreement  funding  has  made  a  material  difference  at  the  state  and  local 
levels.  Over  90%  of  the  50  states  and  three  municipalities  (New  York  City,  Chicago  and  Los 
Angeles  County)  that  have  been  awarded  funds  have  developed  systems  for  24/7  notification 
or  activation  of  their  public  health  emergency  response  plans,  and  87%  of  these  grantees  have 
developed  interim  plans  to  manage  and  distribute  pharmaceuticals,  equipment  and  supplies 
from  the  Strategic  National  Stockpile.  In  95%  of  the  jurisdictions,  systems  are  being 
developed  to  receive  and  evaluate  urgent  disease  reports  on  a  24/7  basis.  Ninety-one  percent 
indicated  that  they  could  initiate  a  field  investigation  within  six  hours  of  an  urgent  disease 
report. 

This  year  CDC  and  HRSA  will  award  approximately  $1 .4  billion  to  the  50  states,  three 
municipalities,  the  American  territories  and  the  Freely  Associated  States  of  the  Pacific 
(Marshall  Islands,  Micronesia  and  Palau)  to  further  expand  their  efforts  in  state  and  local 
preparedness.  CDC  will  be  awarding  cooperative  agreements  totaling  $870  million  and  HRSA 
will  award  $498  million  for  enhancing  the  preparedness  of  hospitals  and  other  health  care 
entities.  In  addition,  HRSA  will  provide  $28  million  to  academic  health  centers  and  other 
health  professions  training  entities  for  a  new  initiative  -  bioterrorism  preparedness  education 
and  training  for  clinical  providers. 
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In  view  of  the  war  in  Iraq  and  heightened  terrorist  threats  at  home,  we  are  taking  steps 
to  ensure  that  states  and  other  awardee  jurisdictions  have  the  resources  they  may  require 
immediately  to  strengthen  and  upgrade  their  readiness.  Secretary  Thompson  announced  on 
March  20lh  that  HHS  is  prepared  to  release,  upon  request  from  the  states,  an  advance  of  up  to 
20%  of  the  jurisdiction's  FY  2003  funding  allocation  to  be  used  for  the  following  purposes: 
support  their  smallpox  vaccination  activities  for  health  workers  and  emergency  responders; 
support  activities  already  approved  in  2002  state  plans  which  need  additional  resources  now; 
enhance  or  intensify  critical  activities  already  approved  under  last  year's  state  workplans;  or 
accelerate  timelines  for  these  critical  activities.  This  option  is  strictly  voluntary.  Funding  will 
be  awarded  in  full  to  all  of  the  states  at  the  end  of  the  summer,  following  the  review  and 
approval  of  their  FY  2003  workplans. 

Over  the  course  of  the  last  several  months,  as  state  and  local  health  departments  have 
begun  to  develop  their  preparedness  plans,  a  number  of  issues  have  been  brought  to  our 
attention.  One  is  the  extent  of  federal  support  of  local  public  health  department  activities.  We 
have  heard  from  both  state  and  local  health  departments,  each  expressing  legitimate  concerns 
about  what  should  be  the  appropriate  allocation.  In  creating  our  public  health  preparedness 
cooperative  agreement  program,  we  elected  to  adopt  a  state-centric  model  in  which  the  state 
serves  as  the  unit  of  government  responsible  for  coordinating,  integrating  and  overseeing 
preparedness  efforts.  We  look  to  the  governors  to  provide  the  executive  leadership  to  ensure 
that  state-wide  activities  are  carried  out  responsibly  and  successfully.  Having  said  that,  the 
Department  does  recognize  the  bona  fide  needs  of  local  health  departments.  Given  that  FY 
2002  was  the  first  year  of  substantial  funding,  a  significant  share  of  the  funds  was  used  by 
some  states  to  develop  infrastructure,  hire  staff,  award  contracts  and  develop  relationships  with 
other  emergency  planning  organizations.  This  year,  we  expect  a  larger  portion  of  the  funds  to 
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reach  the  local  communities.  Our  guidance  will  contain  explicit  language  to  support  local 
public  health  and  hospital  preparedness  activities. 

Workforce  shortages  are  another  challenging  area  for  states  seeking  to  improve  their 
public  health  and  hospital  preparedness.  States  have  frequently  mentioned  their  problems  in 
recruiting  and  retaining  staff  not  only  because  of  non-competitive  salary  structures  but  also 
because  of  the  limited  pool  of  qualified  individuals.  With  the  education  and  training  funds 
provided  by  the  ongoing  CDC  and  HRSA  cooperative  agreements  and  by  HRSA's  new 
initiative  in  continuing  education  and  curriculum  development  for  bioterrorism  preparedness, 
HHS  intends  to  address  a  number  of  these  problems.  HHS  is  also  collaborating  on  a  project 
with  the  Association  of  the  Schools  of  Public  Health  that  is  intended  to  establish,  implement, 
and  evaluate  curricula  and  training  programs  for  public  health  workers.  This  effort  will  help 
identify  our  public  health  workforce  needs  and  provide  a  roadmap  for  building  the  capacities 
necessary  to  ensure  preparedness  at  the  state  and  local  levels.  We  do  recognize,  however,  that 
producing  an  adequate  cadre  of  professionals  in  specific  disciplines  (e.g.,  epidemiologists, 
laboratorians)  is  a  long-term  challenge. 

The  Government  Accounting  Office  will  soon  be  releasing  a  report  on  state  and  local 
preparedness.  It  is  a  fair  and  informative  assessment  that  provides  a  useful  overview  of 
readiness  activities  that  have  taken  place  in  the  states  and  cities  that  were  part  of  the  study. 
The  report  made  two  recommendations:  (1)  specific  benchmarks  be  developed  to  define 
adequate  preparedness  for  use  by  state  and  local  jurisdictions  to  assess  and  guide  their 
preparedness  efforts;  and  (2)  an  information-sharing  mechanism  be  established  whereby  HHS 
can  evaluate  solutions  to  common  problems  utilized  by  one  or  more  jurisdictions,  and  if 
appropriate,  share  those  strategies  with  other  jurisdictions. 
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In  their  FY  2002  guidances,  CDC  and  HRS  A  provided  benchmarks  to  guide  the  states 
in  developing  capabilities  in  readiness  assessment,  surveillance  and  epidemiology,  hospital 
preparedness,  biological  laboratory  capacity,  information  technology,  risk 
communication/public  information,  and  education  and  training.  This  year's  guidance  will 
expand  on  previous  benchmarks  and  include  new  ones  to  further  assist  states  in  planning  their 
activities  and  gauging  their  level  of  preparedness. 

Later  this  year,  HHS  will  undertake  a  project  to  develop  a  repository  of  "best  practices" 
for  the  states.  We  will  identify  best  practices  in  a  variety  of  areas  that  could  include  but  not  be 
limited  to  readiness  assessment,  disease  reporting  systems,  assessment  of  food  and  water 
vulnerabilities,  development  of  surge  capacity  for  handling  mass  casualties,  risk 
communication,  and  preparedness  training  of  various  types  of  health  professionals.  The 
objective  is  to  identify  the  different  approaches,  processes,  systems  or  models  that  have  been 
successfully  developed  and  implemented  by  various  states  and  municipalities,  validate  these 
"best  practices"  and  then  share  them  with  the  public  health  and  hospital  preparedness 
communities. 

The  President's  FY2004  budget  requests  $940  million  for  the  public  health 
preparedness  cooperative  agreements,  $5 1 8  million  for  the  hospital  preparedness  cooperative 
agreements  and  $60  million  for  HRSA's  bioterrorism  preparedness  training  program  in 
recognition  of  the  fact  that  the  rebuilding  and  strengthening  of  our  public  health  infrastructure 
and  the  upgrading  of  the  readiness  of  hospitals  and  other  health  care  entities  is  a  multi-year 
effort. 

While  our  state  and  local  partners  work  to  improve  their  preparedness  and  response 
capabilities,  the  Department  is  implementing  an  aggressive  research  and  development  program 
to  develop  and  acquire  biological,  chemical,  nuclear  and  radiological  countermeasures.  These 
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initiatives  have  involved  close  coordination  among  NIH,  CDC,  FDA,  DoD,  and  the  Office  of 
the  Assistant  Secretary  for  Public  Health  Emergency  Preparedness.  Research  programs  at 
NIH,  involving  a  broad  array  of  scientific  initiatives,  provide  new  approaches  for  developing 
countermeasures  to  threat  agents  most  likely  to  be  used  as  terrorist  weapons.  NIH  is 
supporting  basic  research  in  innate  and  immune  responses,  microbiology,  disease  pathogenesis, 
genome  sequencing  and  proteomics  related  to  the  organisms/toxins  that  could  be  used  as 
bioterrorist  agents.  Both  NIH  and  CDC  support  not  only  early  product  development  efforts  but 
also  advanced  development  that  is  carried  out  in  collaboration  with  industry  partners.  The 
FDA  works  very  closely  with  these  partners  to  provide  advice  and  guidance  during  the 
development  process  with  a  view  towards  facilitating- their  subsequent  submissions  for 
regulatory  review. 

I  am  pleased  to  report  that  the  cell  culture  based  smallpox  vaccine  is  entering  the  final 
stages  of  development.  Sixty-seven  million  doses  of  ACAM2000  vaccine  are  now  in  the 
Strategic  National  Stockpile  with  the  rest  to  be  delivered  in  the  coming  months.  Phase  II 
clinical  trials  are  in  progress  and  the  final  Phase  ID  study  will  begin  in  August.  This  program 
has  been  implemented  with  unprecedented  speed,  beginning  with  the  award  of  the 
development  contracts  in  November  2001  and  concluding  with  licensure  expected  in  2004.  In 
addition,  Vaccinia  Immune  Globulin  (VIG)  has  been  produced  in  sufficient  quantities  to  meet 
the  current,  ongoing  needs  of  the  smallpox  immunization  program.  It  is  anticipated  that  the 
entire  VIG  stockpile  requirement  will  be  met  this  year. 

Initial  research  and  development  contracts  have  been  awarded  for  next-generation 
anthrax  and  smallpox  vaccines.  NTH  has  awarded  contracts  to  two  companies,  VaxGen  and 
Avecia,  to  develop  recombinant  protective  antigen  (rPA)  vaccines  against  anthrax.  Acambis 
and  Bavarian  Nordic  are  developing,  under  separate  NIH  contracts,  safer  smallpox  vaccines. 
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These  efforts  are  on  a  very  compressed  timetable  and  reviews  of  their  progress  are  discussed 
on  a  regular  basis  by  an  interagency  team  consisting  of  NIH,  CDC  and  FDA. 

The  Department  is  also  engaged  in  an  accelerated  program  to  develop  the  Nation's 
defenses  against  the  toxins  that  cause  botulism.  HHS  is  managing  a  multi-faceted  program  to 
procure  additional  supplies  of  botulinum  antitoxins.  Our  research  and  development  efforts  will 
also  include  development  of  a  next-generation  vaccine  against  botulinum  neurotoxins. 

The  most  exciting  news  in  the  R&D  arena  is,  of  course,  Project  BioShield,  announced 
by  the  President  on  February  3,  2003.  BioShield  is  a  comprehensive  and  ambitious  effort  to 
develop  and  make  available  modem,  effective  drugs  and  vaccines  to  protect  against  attacks  by 
biological  and  chemical  weapons.  BioShield  seeks  to  ensure  that  adequate,  stable  funding  will 
be  made  available  to  develop  and  procure  next-generation  medical  counter-measures;  that  NIH 
has  the  authority  to  speed  up  the  research  and  development  of  promising  countermeasures;  and 
that  FDA  be  given  authorization  that  would  permit  and  facilitate  the  emergency  use  of 
preventive  and  therapeutic  countermeasures  that  have  not  yet  completed  the  formal  process  for 
full  FDA  licensure. 

These  are  truly  challenging  times  for  our  Department.  I  believe  that  we  are  up  to  the 
task  and  we  look  forward  to  working  closely  with  Congress  to  ensure  that  the  Nation  is 
prepared  to  respond  to  public  health  emergencies  in  general  and  bioterrorism  in  particular. 
Mr.  Chairman,  thank  you  for  the  opportunity  to  appear  before  the  committee.  My  colleagues 
and  I  will  be  glad  to  take  any  questions  that  you  and  other  members  of  the  Committee  may 
have. 
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JEROME  M.  HAUER 

Acting  Assistant  Secretary"  for  the  Office  of  Public  Health  Emergency  Preparedness 
U.S.  Department  of  Health  and  Human  Sen-ices 

HHS  Secretary-  Tommy  G.  Thompson  named  Jerome  M.  Hauer  as  Acting  Assistant 
Secretary7  for  the  Office  of  Public  Health  Emergency  Preparedness  on  June  28,  2002.  In 
this  role,  Hauer  is  responsible  for  coordinating  the  country's  medical  and  public  health 
preparedness  and  response  to  emergencies,  including  acts  of  biological,  chemical,  and 
nuclear  terrorism.  The  office  also  oversees  bioterrorism  preparedness  grant  funding  for 
state  and  local  governments.  Before  his  appointment  as  Acting  Assistant  Secretary  in 
June,  Hauer  had  served  as  Director  of  the  Office  of  Public  Health  Preparedness  since 
May. 

Prior  to  his  appointment,  Hauer  served  as  senior  advisor  to  the  Secretary  for  National 
Security  and  Emergency  Management  during  the  events  of  September  1 1,  2001,  and  the 
nation's  anthrax  crisis. 

Before  coming  to  HHS,  Hauer  was  the  first  director  of  the  Mayor's  Office  of 
Emergency  Management  (OEM)  for  New  York  City.  During  his  tenure  at  OEM,  Hauer 
was  charged  with  coordinating  the  city's  on-scene  response  to  multi-agency  emergencies. 
He  was  also  responsible  for  drafting  the  city's  emergency  response  plans  to  natural  and 
man-made  events,  including  hurricanes  and  coastal  flooding  as  well  as  acts  of  biological 
or  chemical  terrorism. 

Hauer  served  as  the  executive  director  of  the  State  of  Indiana's  Emergency 
Management  Agency,  as  well  as  its  Department  of  Fire  and  Building  Services.  He  also 
served  as  co-chairman  of  the  State  of  Indiana's  Emergency  Response  Commission  and  as 
chairman  of  the  board  of  directors  of  the  State's  Public  Safety  Training  Institute.  He  was 
on  the  Congressional  Fire  Caucus'  Urban  Search  and  Rescue  Advisory  Committee  as  well 
as  the  National  Institute  for  Urban  Search  and  Rescue  Advisory  Council.  In  1990  and 
1991,  he  was  named  chairman  of  the  board  of  directors  of  the  U.S.  Earthquake 
Consortium. 

In  1987,  Hauer  was  named  Deputy  Director  for  Emergency  Management  for  the  City 
of  New  York's  Emergency  Medical  Services.  Four  years  earlier,  Hauer  joined  the 
Biomedical  Division  of  IBM  as  clinical  research  coordinator,  later  taking  responsibility 
for  the  company's  Hazardous  Material  Response  Programs,  Crisis  Management,  Fire 
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Safety  and  Emergency  Medical  Response.  A  series  of  hazardous  materials  training 
videos  produced  by  Hauer  earned  him  the  International  Film  and  TV  Critics  of  New  York 
Bronze  Award  in  1986. 

Hauer  has  served  on  the  National  Academy  of  Sciences  Institute  of  Medicine's 
Committee  to  Evaluate  R&D  Needs  for  Improved  Civilian  Medical  Response  to  Chemical 
or  Biological  Terrorism  Incidents,  and  was  an  advisor  to  the  U.S.  Capitol  Police  and  the 
U.  S.  Marine  Corps'  Chemical-Biological  Incident  Response  Force.  He  is  an  advisor  to 
the  Columbia  University's  School  of  Public  Health  and  the  University  of  Southern 
California's  School  of  Medicine.  He  is  also  a  member  of  the  Johns  Hopkins  Working 
Group  on  Civilian  Biodefense. 

Hauer  has  also  served  as  a  volunteer  firefighter  in  Ridgefield,  Conn.,  and  was  a 
member  of  the  Fairfield  County  Hazardous  Materials  Response  Team.  He  was  a  captain 
in  the  U.S.  Army  Reserve  attached  to  the  Walter  Reed  Army  Institute  of  Research  in 
Washington,  D.C. 

Hauer  has  a  master's  degree  from  the  Johns  Hopkins  Bloomberg  School  of  Public 
Health  and  more  than  20  years  of  experience  in  emergency  management.  He  was 
selected  as  one  of  six  scientists  to  brief  President  Clinton  on  biological  terrorism  and 
assisted  in  the  World  Health  Organization's  rewrite  of  its  1970  monograph  on  chemical 
and  biological  weapons. 

While  at  Hopkins,  Hauer  developed  the  first  technique  for  re-infusing  blood  lost  by 
patients  following  cardiac  surgery.  Upon  graduation  from  Johns  Hopkins,  he  spent  a 
short  time  at  the  Maryland  Shock  Trauma  Unit  and  then  joined  the  Beth  Israel  Hospital  in 
Boston  as  Research  Associate.  His  research  focused  on  autotransfusion  and 
coagulopathies  in  trauma  and  cardiac  surgery.  Additionally,  Hauer  served  on  the  faculty 
of  the  Northeastern  University  Paramedic  Program  and  was  a  teaching  assistant  in  the 
physiology  labs  for  first-  and  fourth-year  students  at  Harvard  Medical  School.  He  co- 
directed  the  first  two  postgraduate  courses  in  Trauma  Management  at  the  Longwood  Area 
Trauma  Center  of  the  Harvard  Medical  School. 

Hauer  is  the  recipient  of  numerous  honors,  including  the  Outstanding  Alumni  of  the 
Year  from  the  Johns  Hopkins  Bloomberg  School  of  Public  Health,  the  Indiana 
Commendation  Medal  for  Exceptional  Meritorious  Service,  Legion  of  Hoosier  Heroes 
Award  and  the  Distinguished  Alumni  Award  from  NYU.  He  is  a  member  of  the  New 
York  City  Police  Department's  Honor  Legion,  and  is  an  honorary  Assistant  Chief  in  the 
New  York  City  Fire  Department. 

Hauer  has  contributed  to  45  publications,  a  book  and  two  monographs. 
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Good  afternoon,  Mr.  Chairman  and  members  of  the  Committee.  I  am  Dr.  Julie 
Gerberding,  Director  of  the  Centers  for  Disease  Control  and  Prevention  (CDC)  and 
Administrator  of  the  Agency  for  Toxic  Substances  and  Disease  Registry  (ATSDR). 
Thank  you  for  the  opportunity  to  testify  today  about  the  fiscal  year  2004  budget  relating 
to  terrorism  preparedness  and  emergency  response  at  CDC.  The  United  States  is 
experiencing  threats  to  its  national  security  that  require  preparedness  for  bioterrorism  and 
other  public  health  emergencies.  Helping  lead  this  effort  is  the  Centers  for  Disease 
Control  and  Prevention.  CDC  is  committed  to  helping  prevent,  prepare  for,  and  respond 
to  acts  of  terrorism  and  other  public  health  emergencies.  As  the  current  response  to 
Severe  Acute  Respiratory  Syndrome  (SARS)  shows,  we  must  prepare  to  respond  to  all 
types  of  public  health  emergencies.  The  resources  CDC  has  received  in  recent  years 
greatly  contribute  to  building  preparedness  and  response  capacities  across  the  nation.  In 
FY  2004,  CDC  will  continue  to  build  the  capacity  of  the  public  health  system  to  prepare 
for  and  respond  to  public  health  threats.  The  President's  FY  2004  Budget  requests  $1,1 
billion  for  CDC's  terrorism-related  activities. 
Current  Activities 

CDC  has  set  a  strategic  course  to  ready  our  nation  for  any  potential  public  health  threat 
including  terrorism.  CDC's  preparedness  vision  statement,  "People  Protected  -  Public 
Health  Prepared,"  and  the  mission  statement,  "Prevent  death,  disability,  disease  and 
injury  associated  with  urgent  health  threats  by  improving  preparedness  of  the  public 
health  system  and  the  public  through  excellence  in  science  and  services,"  are  wide 
reaching  concepts  that  convey  our  sense  of  purpose  and  commitment.  CDC's 
preparedness  strategies  include:  timely,  effective  and  integrated  detection  and 


2 


549 

investigation;  sustained  prevention  and  consequence  management  programs;  coordinated 
public  health  emergency  preparedness  and  response;  qualified,  equipped  and  integrated 
laboratories;  competent  and  sustainable  workforce;  protected  workers  and  workplaces; 
innovative,  relevant  and  applied  research  and  evaluation;  and  timely,  accurate  and 
coordinated  communications.  These  strategic  imperatives  target  our  agency's  core 
competencies  to  prepare  the  public  health  system  for  all  types  of  emergencies. 
Upgrading  State  and  Local  Capacity 

Bioterrorism,  other  outbreaks  of  infectious  diseases,  and  other  public  health 
emergencies  have  significant  public  health  implications  that  may  quickly  threaten  the 
health  of  thousands  of  people  and  overwhelm  local  and  state  capacities  to  respond.  In 
FY  2003,  CDC  is  providing  $  0.9  billion  to  continue  to  upgrade  state  and  local  capacity 
to  prepare  for  bioterrorism  and  other  public  health  emergencies.  This  funding  supports 
critical  public  health  capacities  that  are  vitally  important  to  national  security,  such  as: 
preparedness  planning  and  readiness  assessment;  surveillance  and  epidemiology  capacity; 
biological  and  chemical  laboratory  capacity;  communications  systems  and  information 
technology;  health  information  dissemination  and  risk  communication;  and  education  and 
training. 

CDC  conducted  numerous  activities  with  resources  provided  in  FY  2002  and 
continues  to  do  so  in  FY  2003.  Within  90  days  of  the  FY  2002  appropriation,  CDC 
provided  all  of  the  appropriated  $918  million  to  states  and  selected  cities.  Because  of  this 
quick  action,  states  were  able  to  fund  urgent  needs  and  recoup  costs  incurred  in 
responding  to  the  terrorist  attacks  of  2001.  We  are  making  up  to  20%  of  the  FY  2003 
funds  available  on  an  expedited  basis  to  the  states  and  other  eligible  entities  now,  should 
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they  opt  to  seek  it,  for  smallpox  activities  and  other  ongoing  initiatives  that  could  benefit 
from  enhanced  funding..  In  FY  2002,  CDC  created  a  terrorism  program  evaluation 
process  to  assess  the  success  of  federal,  state  and  local  terrorism  programs;  provided 
training  for  more  than  1 .5  million  health  professionals  in  terrorism  preparedness  and 
response;  and,  trained  approximately  8,800  clinical  laboratorians  in  terrorism 
preparedness  and  response.  CDC  also  provided  reference  materials  to  approximately 
4,600  clinical  laboratories  following  September  1 1,  2001.  CDC  is  helping  public  health 
laboratories  in  all  50  states  identify  bioterrorist  threat  agents  and  efficiently  communicate 
laboratory  findings.  In  addition,  CDC  is  providing  1 1 0  public  health  laboratories  with 
the  capacity  to  detect  and  respond  to  critical  agents  and  is  increasing  national  response 
capacity  to  include  food  veterinary,  environmental  and  chemical  laboratories  in  the 
Laboratory  Response  Network. 

With  support  from  CDC,  states  conducted  mock  exercises  to  prepare  for  terrorism 
events  involving  numerous  state,  county  and  local  agencies;  undertook  initiatives  to 
develop  near  real-time  syndromic  surveillance  systems;  trained  large  numbers  of  staff 
from  public  health  agencies,  health  care  facilities,  emergency  management  organizations, 
police  and  fire  departments  and  other  key  institutions;  created  and  tested  communication 
systems  linking  local  public  health  staff  and  first  responders  with  senior  staff  from  state 
public  health  departments,  emergency  management  agencies  and  other  critical  state 
agencies;  and  enhanced  critical  capacity  at  their  public  health  laboratories. 

For  example,  the  State  of  Florida: 
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•  Developed  a  system  to  handle  mass  fatalities  -  the  Florida  Emergency  Mortuary 
Operations  Response  System.  Florida  will  create  a  Disaster  Mass  Fatality  Plan 
that  should  be  able  to  handle  over  500  fatalities. 

•  Implemented  its  own  Epidemic  Intelligence  Service  (EIS)  whereby  it  hired  and 
trained  epidemiologists,  and  matched  them  with  a  county  or  counties  to  assist  in 
epidemiologic  investigations  and  surveillance  activities. 

•  Held  a  food  contamination  tabletop  exercise  in  July  2002.  Additional  regional 
exercises  are  being  planned. 

•  Developed  a  laboratory  manual  describing  roles,  responsibilities,  techniques, 
security,  and  procedures. 

•  Provided  1 00%  coverage  to  the  state  with  the  Health  Alert  Network. 

Upgrading  CDC  Capacity 

Emergency  Preparedness  and  Response 

CDC  has  strengthened  its  internal  Emergency  Preparedness  and  Response 
infrastructure  in  order  to  provide  enhanced  technical  and  programmatic  assistance  to 
states.  Some  examples  include:  improved  rapid  identification  and  characterization  of 
potential  biologic  agents;  expanded  the  Epidemic  Intelligence  Service  to  assure  that  well- 
trained,  first-line  responders  are  available  to  respond  to  public  health  emergencies;  and 
developed  a  secure  infrastructure  to  provide  enhanced  Geographic  Information  System 
(GIS)  capability  at  the  federal,  state  and  local  levels. 
Emergency  Communication  System 
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CDC  moved  quickly  to  assure  that  its  Emergency  Communication  System  can 
comprehensively,  efficiently,  and  rapidly  respond  to  communication  needs  associated 
with  terrorism.  This  system,  currently  used  to  respond  to  S  ARS  and  adverse  events 
related  to  smallpox  vaccinations,  can:  develop  critical  information;  arrange  for  immediate 
direct  communication  with  key  collaborators  and  stakeholders  around  the  world;  provide 
real-time  updates  to  the  media;  make  sure  essential  information  is  available  to  the  public 
through  the  CDC  Web  site;  maintain  a  public  health  response  hotline;  develop  training 
for  clinicians;  and  develop  public  service  announcements.  A  central  component  of  this 
system  is  the  state-of-the  art  Marcus  Emergency  Operations  Center.  This  facility  is  a 
unique  example  of  a  public/private  partnership,  and  was  completed  in  only  six  months.  It 
is  currently  the  nerve  center  for  CDC's  efforts  to  respond  to  SARS. 
Chemical  Terrorism  Preparedness  and  Response 

In  the  event  of  a  major  chemical  terrorism  attack,  CDC's  chemical  laboratory 
capacity  faces  many  challenges.  CDC  has  improved  capacity  to  rapidly  screen  for  a  total 
of  150  chemicals  in  blood  or  urine  to  be  able  to  better  respond  to  a  chemical  terrorism 
incident.  In  addition,  five  state  environmental  health  laboratories  were  funded  in  FY 
2002  to  provide  surge  capacity  to  the  chemical  laboratories  at  CDC.  These  state 
laboratories  measure  chemical  agents  or  their  metabolites  in  human  specimens,  and  in  the 
days  following  an  incident  involving  human  exposure  to  such  chemicals,  help  CDC 
accurately  determine  the  chemical  agent  used  in  a  terrorist  attack.  In  FY  2003  we  will 
continue  our  initiative  begun  in  FY  2002  to  ensure  all  state  public  health  labs  can  manage 
and  submit  human  specimens  for  chemical  analysis.  Further,  three  states  have  begun  a 
project  known  as  ChemPac  to  pre-deploy  chemical  antidotes  to  local  emergency  response 
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agencies.  One  of  the  most  significant  gaps  in  preparedness  across  the  nation  is  the 
paucity  of  local  capability  to  identify  chemical  agents  or  their  metabolites  in  human 
blood  or  urine  samples  during  or  immediately  following  an  exposure  incident  -  e.g.,  in 
time  to  help  emergency  responders  understand  the  nature  of  the  incident  they  face  and  to 
help  emergency  physicians  in  their  diagnosis  and  treatment  decisions.  To  the  extent  that 
such  capabilities  exist,  they  typically  are  associated  with  hazardous  materials  response 
teams  or  poison  control  centers.  During  the  coming  year,  CDC  will  encourage  state  and 
local  public  health  officials  to  work  with  their  counterparts  in  public  safety  agencies  to 
begin  remedying  this  deficiency  and  will  work  with  other  research  agencies  to  enhance 
the  science  and  technology  base  relevant  to  rapid,  easily  deployed  analytical 
methodologies  for  potential  chemical  terrorism  agents.. 

CDC  has  taken  a  number  of  other  important  steps  to  ensure  readiness  in  the  event 
of  a  terrorist  attack  involving  chemicals.  Our  EOC  includes  staff  from  ATSDR  with 
expertise  in  chemical  and  medical  toxicology,  GIS,  epidemiology,  emergency  response 
and  other  areas  that  would  be  important  in  responding  to  a  chemical  terrorism  event. 
CDC  and  ATSDR  are  collaborating  in  other  endeavors  related  to  chemical  terrorism, 
such  as  preparing  toxicological  information  on  industrial  chemicals  and  chemical  warfare 
agents  for  dissemination  to  a  range  of  audiences  including  the  general  public,  emergency 
responders,  health  care  providers  and  laboratories.  CDC/ATSDR  is  working  to  identify 
the  next  level  of  priority  toxic  substances  to  address  and  to  fill  gaps  in  research 
concerning  those  substances. 

CDC's  Select  Agent  Program:  Ensuring  the  Safety  and  Security  of  Laboratory 
Facilities 
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Through  the  Select  Agent  program,  CDC  is  responsible  for  registering  and  inspecting 
laboratories  that  transfer  microorganisms  and  toxins  that  pose  a  significant  health  risk  to 
humans.  This  program  has  inspected  more  than  100  laboratories  across  the  United  States, 
and  is  continuing  to  inspect  new  labs  with  a  goal  of  200  total  laboratories  inspected  by 
the  end  of  FY  2003.  In  addition,  labs  regulated  under  the  select  agent  program  must  have 
a  level  of  security  that  ensures  the  proper  safekeeping  of  their  biological  toxins  in  order 
to  be  allowed  to  possess  or  transfer  these  potentially  dangerous  substances 

Guidelines  for  Worker  Safety  in  Terrorist  Events  Issued 

CDC  has  issued  new  guidelines  for  protecting  emergency  responders  and  for 
safeguarding  building  ventilation  systems  from  attack,  addressing  two  of  the  most 
pressing  terrorism-related  worker  safety  issues.  These  guidelines  give  employers  and 
emergency  systems  practical  steps  towards  increasing  safety.  CDC  is  also  conducting 
research  to  investigate  available  respirator  technology  that  focuses  specifically  on 
technology  for  emergency  responders  and  counter-terrorism  response. 
Strategic  National  Stockpile 

CDC  continues  to  be  responsible  for  managing  the  Strategic  National  Stockpile 
(SNS,  now  owned  by  the  Department  of  Homeland  Security.  The  mission  of  SNS  is  to 
ensure  the  availability  of  life-saving  pharmaceuticals,  antidotes  and  other  medical 
supplies  and  equipment  necessary  to  counter  the  effects  of  nerve  agents,  biological 
pathogens  and  chemical  agents.  The  SNS  Program  stands  ready  for  immediate 
deployment  to  any  U.S.  location  in  the  event  of  a  terrorist  attack  using  a  biological,  toxin 
or  chemical  agent  directed  against  a  civilian  population.  It  is  comprised  of 
pharmaceuticals,  vaccines,  medical  supplies,  and  medical  equipment  that  exist  to 
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augment  state  and  local  resources  for  responding  to  terrorist  attacks  and  other 
emergencies.  These  packages  are  stored  in  strategic  locations  around  the  U.S.  to  ensure 
rapid  delivery  anywhere  in  the  country.  Recently,  the  SNS  has  prepared  specific 
guidance,  and  provided  technical,  planning  assistance  to  states  as  well  as  providing 
funding  to  them  to  help  them  effectively  manage  the  deployment  of  the  SNS  at  the  state 
level.  CDC  will  now  be  working  closely  with  DHS  on  stockpile  issues 
Smallpox  Vaccination  Program 

In  FY  2002,  CDC  moved  swiftly  to  assure  the  availability  of  smallpox  vaccine  for 
every  person  in  the  United  States.  In  addition,  CDC  quickly  moved  to  implement  the 
President's  smallpox  response  plan  to  make  sure  the  United  States  is  prepared  to  respond 
to  a  potential  smallpox  release.  In  the  event  of  a  smallpox  attack,  advance  vaccination  of 
Smallpox  Response  Teams  will  allow  them  to  immediately  administer  the  vaccine  to 
others  and  care  for  victims.  Progress  has  been  achieved  and  states  may  use  terrorism 
response  funds  to  implement  the  President's  plan.  Continued  focus  is  needed  now  for 
post-smallpox  attack  preparedness  by:  preparing  and  protecting  the  frontline  workforce; 
detecting,  identifying  and  confirming  smallpox  disease;  and  protecting  the  population 
through  disease  investigation. 

The  implementation  of  the  pre-attack  vaccination  program  will  continue  to  focus  on 
training  and  education,  distributing  vaccine  to  states,  and  preventing,  diagnosing, 
treating,  and  monitoring  adverse  events.  To  date,  over  270,000  vaccine  doses  have  been 
released  to  States,  and  over  29,000  front  line  workers  have  been  vaccinated.  CDC  has 
implemented  an  adverse  reactions  monitoring  system  that  has  responded  to  potential 
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adverse  reactions  to  the  vaccine.  CDC  supports  the  administration's  efforts  to  provide 
compensation  to  people  who  suffer  adverse  reactions  as  the  result  of  taking  the  vaccine. 

Anthrax  Vaccine  Research 

CDC  conducts  evaluation  and  research  on  the  currently  licensed  anthrax  vaccine. 
The  purpose  of  this  program  is  to  conduct  studies  to  determine  factors  associated  with 
side  effects  from  the  vaccine.  The  studies  are  also  expected  to  provide  more  information 
on  the  point  at  which  the  vaccine  becomes  effective,  and  how  long  the  protection  lasts. 
The  goal  is  to  discover  whether  the  vaccine  route  can  be  changed  and  the  number  of 
doses  can  be  reduced,  while  still  providing  protection  against  the  disease.  By  doing  this 
research,  CDC  hopes  to  reduce  the  number  of  side  effects  associated  with  the  vaccine, 
seen  particularly  in  women,  while  maintaining  its  effectiveness  and  increasing  its 
acceptability. 

FY  2004  Budget  Request 

In  FY  2004,  the  President  has  requested  $1.1  billion,  which  will  provide  expanded 
technical  assistance  and  training  to  state  and  local  jurisdictions  as  they  move  to  take  on 
biological,  chemical,  and  radiological  mass  trauma  threats.  In  addition,  CDC  will  work 
with  states  to  develop  regional  preparedness  plans  to  avoid  duplication  and  to  coordinate 
plans  for  improved  preparedness  overall.  CDC  will  build  its  own  capacity  for  preventing 
biological,  chemical  and  radiological  terrorism  and  coordinate  closely  with  federal 
partners  to  improve  national  preparedness  for  all  hazards.  CDC  will  also  pursue  a 
research  agenda  to  further  national  preparedness  response  to  mass  casualty  events.  The 
activities  funded  under  Upgrading  CDC  Capacity  include  many  of  CDC's  most 
recognizable  programs.  From  the  Epidemic  Intelligence  Service  to  the  Emergency 
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Operations  Center,  CDC  will  continue  to  make  sure  it  is  ready  and  able  to  meet  any 
biological,  chemical,  or  radiological  threat. 

Generally,  CDC  will  use  funds  in  FY  2004  to:  strengthen  the  public  health 
infrastructure  with  respect  to  preparedness  for  public  health  emergencies  in  general,  and 
biological  and  chemical  terrorism  in  particular;  promote  regional  preparedness  planning 
and  dissemination  of  best  practices;  expand  terrorism  preparedness  for  all  biological 
threat  agents;  and  assess  effects  of  these  investments  on  the  public  health  preparedness 
and  capacities. 

CDC  has  refocused  it  priorities  to  be  sure  the  nation  is  prepared  for  all  types  of 
public  health  emergencies  including  biological,  chemical,  radiological,  and  conventional 
terrorist  threats.  CDC  will  continue  to  implement  the  successful  strategies  begun  in 
previous  years,  while  remaining  flexible  in  its  capability  to  respond  to  known  and 
emerging  threats.  As  we  continue  these  efforts,  I  want  to  thank  the  Committee  again  for 
its  support  and  for  enabling  us  to  do  this  essential  work. 
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Dr,  Julie  Louise  Gerberding,  M.D.,  M.P.H. 

Director,  Centers  for  Disease  Control  and  Prevention 
Administrator,  Agency  for  Toxic  Substances  and  Disease  Registry 
Department  of  Health  and  Human  Services 

Dr.  Julie  Louise  Gerberding,  M.D.,  M.P.H.,  became  the  Director  of  the  Centers  for  Disease 
Control  and  Prevention  (CDC)  and  the  Administrator  of  the  Agency  for  Toxic  Substances  and 
Disease  Registry  (ATSDR)  on  July  3,  2002. 

Before  becoming  CDC  Director  and  ATSDR  Administrator,  Dr.  Gerberding  was  Acting  Deputy 
Director  of  National  Center  for  Infectious  Diseases  (NCJJD),  where  she  played  a  major  role  in 
leading  CDC's  response  to  the  anthrax  bioterrorism  events  of  2002.  She  joined  CDC  in  1998  as 
Director  of  the  Division  of  Healthcare  Quality  Promotion,  NCID,  where  she  developed  CDC's 
patient  safety  initiatives  and  other  programs  to  prevent  infections,  antimicrobial  resistance,  and 
medical  errors  in  healthcare  settings.  Prior  to  coming  to  CDC,  Dr.  Gerberding  worked  at  the 
University  of  California  at  San  Francisco  (UCSF),  where  she  was  Director  of  the  Prevention 
Epicenter,  a  multidisciplinary  service,  teaching,  and  research  program  that  focused  on  preventing 
infections  in  patients  and  their  healthcare  providers. 

Dr.  Gerberding  earned  a  B.A.  magna  cum  laude  in  chemistry  and  biology  and  an  M.D.  at  Case 
Western  Reserve  University  in  Cleveland,  Ohio.  Dr.  Gerberding  then  completed  her  internship 
and  residency  in  internal  medicine  at  UCSF,  where  she  also  served  as  Chief  Medical  Resident 
before  completing  her  fellowship  in  Clinical  Pharmacology  and  Infectious  Diseases  at  UCSF. 
She  earned  an  M.P.H.  degree  at  the  University  of  California,  Berkeley  in  1990. 

Dr.  Gerberding  has  served  on  a  number  of  national  and  international  medical  advisory  boards. 
Her  editorial  activities  have  included  appointments  to  the  Editorial  Board  of  the  Annals  of 
Internal  Medicine.  She  was  also  Associate  Editor  of  the  American  Journal  of  Medicine,  and 
served  as  a  peer-reviewer  for  numerous  internal  medicine,  infectious  diseases,  and  epidemiology 
journals.  She  has  authored  or  co-authored  more  than  120  peer-reviewed  publications  and 
textbook  chapters  and  contributed  to  numerous  guidelines  and  policies  relevant  to  HIV 
prevention,  post-exposure  prophylaxis,  management  of  infected  healthcare  personnel,  and 
healthcare-associated  infection  prevention  and  control. 


559 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
NATIONAL  INSTITUTES  OF  HEALTH 


Fiscal  Year  2004  Budget  Request 
for  Bioterrorism 


Witness  appearing  before  the 
House  Subcommittee  on  Labor,  Health  and  Human  Services, 
Education  and  Related  Agencies  Appropriations 


Elias  A.  Zerhouni,  M.D.,  Director 
National  Institutes  of  Health 


April  9,  2003 


560 

DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
NATIONAL  INSTITUTES  OF  HEALTH 

Statement  of  the  Director 

to  the  House  Subcommittee  on  Labor-HHS -Education  Appropriations 
on  the  FY  2004  President's  Budget  Request 
for  Bioterrorism 
April  9,  2003 

Good  morning,  Mr.  Chairman  and  Members  of  the  Committee.  Thank  you  for  inviting 
me  to  testify  concerning  the  Nation's  investment  in  research  at  the  National  Institutes  of  Health 
(NIH)  towards  the  development  of  safe  and  effective  countermeasures  to  protect  the  American 
people  against  a  broad  range  of  potentially  deadly  terrorist  threats.  I  am  pleased  to  present  the 
President's  Fiscal  Year  2004  budget  request  of  $1,625  billion  for  this  effort,  an  amount  that 
constitutes  5.8  percent  of  the  total  budget  for  NIH.  The  Fiscal  Year  2004  NIH  budget  request  for 
developing  terrorism  countermeasures  includes  the  performance  information  required  by  the 
Government  Performance  and  Results  Act  (GPRA)  of  1993. 

My  goal  today  is  to  describe  to  you  how  the  NIH,  the  Nation's  premier  biomedical 
research  institution,  is  meeting  a  host  of  new  challenges  posed  by  threats  of  terrorism.  In  the  face 
of  this  potential  menace,  the  role  of  NIH  is  to  enhance  the  Nation's  preparedness  by  developing 
countermeasures  to  protect  the  health  of  civilians,  a  larger,  more  diverse,  and  more  vulnerable 
group  than  military  personnel.  Our  initial  efforts  focused  heavily  on  developing  countermeasures 
against  microbes  and  toxins,  an  emphasis  that  reflects  the  lead  role  of  the  NIH  in  federally 
supported  research  on  human  infectious  diseases.  We  are  continuing  and  expanding  these 
efforts;  however,  we  have  also  recently  begun  to  develop  programs  in  three  other  areas  of 
biomedical  research  where  the  NIH  can  make  significant  contributions  to  the  national 
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counter-terrorism  effort.  These  include  the  development  of  countermeasures  for  the  threat  of 
nuclear/radiological  terrorism,  countermeasures  against  chemical  terrorism,  and  interventions  to 
address  the  mental  health  complications  of  terrorism  in  all  its  forms  on  individuals  and  on 
society. 

The  scientific  accomplishments  and  research  programs  I  will  describe  today  are  built  on 
the  wealth  of  knowledge  gained  through  long-term  government  investment  in  biomedical 
research,  a  research  infrastructure  that  is  unparalleled  in  the  world,  and  the  expertise  of  scientists 
from  the  United  States  and  many  other  nations  whose  combined  talents  are  making  possible  the 
advances  of  today  and  the  discoveries  of  tomorrow. 

OVERVIEW 

The  NTH  has  a  long  and  productive  history  of  responding  to  public  health  crises.  In  the 
1980s  and  1990s,  several  N1H  Institutes,  led  by  the  National  Institute  of  Allergy  and  Infectious 
Diseases  (NIAID),  combined  their  resources  and  scientific  expertise  to  address  a  new  and 
terrifying  infectious  disease  caused  by  the  human  immunodeficiency  virus  (HIV).  To  increase 
the  scope  and  power  of  its  own  research  on  HIV/ AIDS,  NTH  collaborated  with  other  Federal 
departments  and  agencies,  among  them  the  Department  of  Defense  (DoD),  the  Centers  for 
Disease  Control  and  Prevention  (CDC),  and  the  Food  and  Drug  Administration  (FDA).  The 
fruits  of  these  research  efforts,  which  continue  to  emerge  today,  include  the  co-discovery  of  the 
AIDS  virus,  the  development  of  a  diagnostic  test  for  HIV  infection,  the  development  of  therapies 
that  greatly  extend  the  duration  and  improve  the  quality  of  the  lives  of  people  infected  with  HIV, 
and  interventions  that  dramatically  reduce  the  transmission  of  HTV  from  mother  to  child. 
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Today,  the  United  States  is  faced  with  a  new  challenge  that  demands  a  rapid  response. 
This  challenge  appears  different  and  more  sinister,  because  it  arises  from  the  deliberate  use  of 
deadly  microbes,  toxins,  chemicals,  and  ionizing  radiation  as  weapons  against  civilians. 
However,  the  tools  and  processes  we  need  to  combat  these  forms  of  terrorism  are  familiar  to  us. 
They  include  fundamental  research  to  discover  the  mechanisms  of  injury  and  disease, 
investigations  that  lead  us  to  a  better  understanding  of  how  humans  respond  to  these  potential 
weapons,  and  the  translation  of  that  fundamental  knowledge  into  safe  and  effective 
countermeasures.  Indeed,  the  experience  and  expertise  of  the  NIH  places  us  in  a  unique  position 
to  accelerate  the  development  of  countermeasures  needed  by  Americans  and  people  around  the 
world  to  protect  them  against  the  threat  of  terrorism  in  the  21st  century. 

NIH  RESEARCH  ON  BIOLOGICAL  THREATS 

The  September  1 1 ,  2001,  attacks  on  the  World  Trade  Center  and  the  Pentagon  changed 
forever  our  collective  thinking  about  the  Nation's  vulnerability  to  terrorist  attacks.  Superimposed 
on  the  events  of  September  1 1  were  the  first  recorded  cases  of  anthrax  in  the  United  States  to 
result  from  intentional  acts.  Since  then,  the  NTH,  largely  through  the  N1AID,  has  greatly 
expanded  and  accelerated  its  ongoing  efforts  to  develop  countermeasures  against  potential  agents 
ofbioterrorism. 

The  NTH  biodefense  research  program  is  grounded  in  an  intensive  strategic  planning 
process  resulting  in  the  development  of  the  NIAID  Strategic  Plan  for  Biodefense  Research,  as 
well  as  comprehensive  research  agendas  for  Category  A  agents,  and  Category  B  and  C  priority 
pathogens.  Prepared  in  consultation  with  blue-ribbon  panels  of  experts,  the  research  agendas 
delineate  immediate,  intermediate,  and  long-range  plans  for  basic  research  and  the  development 
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of  vaccines,  drugs,  and  diagnostics.  Category  A  agents  are  considered  to  be  the  most  serious 
bioterror  threats,  and  include  smallpox,  anthrax,  botulinum  toxin,  plague,  tularemia,  and 
hemorrhagic  fever  viruses  such  as  Ebola.  Category  B  and  C  agents  include  many  food  and 
waterborne  pathogens  such  as  those  that  cause  cholera,  typhoid  fever,  and  certain  forms  of 
dysentery.  Thus,  the  development  of  countermeasures  to  protect  the  Nation's  food  and  water 
supplies  against  a  range  of  potential  terrorist  agents  is  included  in  the  broad-based  NIH 
biodefense  research  portfolio.  Using  the  roadmap  outlined  in  these  agendas,  NIAID  has  already 
begun  implementing  its  research  plan.  A  total  of  46  biodefense  initiatives  were  developed  in 
Fiscal  Years  2002  and  2003.  The  response  from  the  scientific  community  has  been  strong; 
NIAID  has  seen  a  30  percent  increase  in  the  number  of  grant  applications,  the  vast  majority  of 
which  are  for  biodefense. 
Major  Biodefense  Research  Accomplishments 

The  NIH  response  to  the  threat  of  bioterrorism  has  been  unprecedented  in  its  swiftness 
and  scope.  Aggressively  managed,  milestone-driven,  interagency-coordinated  efforts,  and 
partnerships  with  industry  have  already  resulted  in  important  progress  in  basic  research  and  in  the 
development  of  biodefense  countermeasures.  For  example,  NIH  is  advancing  the  development  of 
vaccines  and  therapies  for  smallpox.  Last  year,  NIH-supported  scientists  demonstrated  that  the 
existing  stocks  of  smallpox  vaccine  could  be  diluted  five-fold  and  still  retain  the  ability  to 
stimulate  the  skin  lesion  "take"  that  is  considered  an  indication  of  the  vaccine's  effectiveness. 
The  discovery  made  it  possible  to  expand  and  stockpile  sufficient  quantities  of  existing  vaccine 
to  vaccinate  all  U.S.  civilians,  should  the  need  arise  prior  to  the  full  availability  of  newer, 
licenced  vaccines  that  are  being  procured  for  the  Strategic  National  Stockpile.  NIH  is  now 
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developing  and  testing  next-generation,  attenuated  smallpox  vaccines  such  as  modified  vaccinia 
Ankara  (MVA)  that  can  be  used  safely  in  people  whose  immune  systems  are  compromised,  in 
pregnant  women,  in  people  with  skin  conditions  such  as  eczema,  and  in  other  vulnerable 
populations  for  whom  the  existing  vaccine  is  not  recommended.  Additionally,  NIH  is  testing 
antiviral  compounds  such  as  cidofovir,  which  is  already  approved  by  the  FDA  for  treating  an 
AIDS-associated  opportunistic  infection,  as  a  potential  therapy  for  smallpox,  and  is  sequencing 
the  genomes  of  smallpox  and  related  poxviruses  to  identify  potential  molecular  targets  for  drug 
and  vaccine  development. 

Research  on  anthrax  and  Ebola  is  following  a  similar  pattern  of  success.  In 
collaboration  with  DoD,  NIH  has  initiated  tests  of  a  next-generation,  DNA-based  vaccine  for 
anthrax  called  recombinant  Protective  Antigen  (rPA).  Recently,  NIH-supported  investigators 
identified  the  site  on  a  human  cell  that  binds  the  anthrax  toxin  and  have  developed  a  compound 
that  may  block  its  lethal  effects.  The  information  gained  through  these  and  other  studies  will 
likely  hasten  the  development  of  new  drugs  to  treat  anthrax.  Furthermore,  NIH  intramural 
scientists  developed  a  DNA-based  vaccine  candidate  against  Ebola  virus  that  protects  monkeys 
from  infection  with  the  deadly  virus.  This  Ebola  vaccine  candidate  will  soon  enter  human 
clinical  trials. 

Other  advances  in  biodefense  are  being  facilitated  by  the  detailed  information  about 
pathogens  that  can  be  gleaned  from  determining  their  genomic  sequences.  The  field  of  pathogen 
genomics  has  made  remarkable  progress  in  recent  years:  sequencing  of  the  genomes  of  more 
than  100  pathogens  is  complete  or  nearing  completion.  Among  them  are  approximately  30 
different  Category  A,  B,  and  C  agents,  including  multiple  strains  of  the  anthrax  bacterium,  the 
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Category  B  pathogen  Salmonella  typhi  (typhoid  fever),  and  the  Category  A  agent  Yersinia  pestis, 
which  caused  the  infamous  Black  Plague  of  the  14th  century.  This  genomic  information  is  being 
used  to  inform  the  development  of  new  antimicrobials,  vaccines,  and  diagnostics. 
Major  Biodefense  Research  Initiatives  and  Future  Plans 

The  N1H  biodefense  research  agenda  is  comprehensive,  broadly  based,  and 
forward-looking.  Initiatives  to  address  the  agenda  include  studies  to  understand  the  basic  biology 
of  microbes  and  the  mechanisms  by  which  they  cause  disease,  to  identify  critical  factors  in  the 
human  innate  and  adaptive  immune  response  to  these  microbes,  and  to  develop  new  and 
improved  products  that  can  prevent  and  treat  diseases  caused  by  Category  A,  B,  and  C  agents. 
Future  progress  in  biodefense  research  also  depends  on  the  availability  of  specialized  resources 
that  enhance  the  NIH  research  infrastructure.  Initiatives  in  Fiscal  Year  2003  include  the 
establishment  of  a  nationwide  network  of  Regional  Centers  of  Excellence  for  Biodefense  and 
Emerging  Infectious  Disease  Research,  and  a  system  of  Regional  and  National  Biocontainment 
Laboratories.  The  new  centers  and  laboratories  will  include  a  small  number  of  Biosafety  Level-4 
(BSL-4)  laboratories,  which  have  the  containment  safeguards  necessary  to  study  highly 
pathogenic  organisms.  These  facilities  will  serve  as  national  resources  for  biodefense  research 
and  product  development,  as  well  as  for  the  study  of  other  emerging  diseases  such  as  influenza 
and  West  Nile  virus.  We  are  also  expanding  greatly  our  capacity  for  large-scale  genome 
sequencing,  and  developing  new  technologies  to  mine  the  wealth  of  data  generated  from  genomic 
research. 

A  requirement  for  success  in  the  NIH  biodefense  research  agenda  is  the  engagement  of 
private  industry  in  product  development.  Unfortunately,  many  biodefense  products  provide 
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insufficient  incentive  for  private-sector  engagement  because  there  may  be  no  viable  market. 
Within  the  limits  of  current  statutory  authority,  NTH  continues  to  develop  new  and  innovative 
approaches  to  public-private  partnerships  to  overcome  such  obstacles.  However,  we  see  Project 
BioShield  as  crucial  for  ensuring  the  optimal  involvement  of  industry,  because  it  will  create  a 
secure  source  for  government  procurement  of  the  products  that  NTH  develops.  It  will  also 
greatly  strengthen  our  ability  to  respond  to  the  many  challenges  associated  with  biodefense 
research  and  development  by  providing  streamlined  authority,  increased  flexibility  in  awarding 
grants  and  cooperative  agreements,  expedited  peer-review  procedures,  bolstered  authority  for 
acquisition,  construction,  and  renovation  of  facilities,  and  greater  flexibility  in  hiring  technical 
experts. 

NIH  RESPONSE  TO  NUCLEAR/RADIOLOGICAL  AND  CHEMICAL  THREATS  AND 
THE  PSYCHOSOCIAL  IMPACT  OF  TRAUMATIC  EVENTS 

Over  the  past  several  months,  we  have  begun  to  explore  expansion  of  these  first-priority 
efforts,  in  order  to  assist  in  addressing  several  other  areas  of  concern:  nuclear/radiological 
terrorism,  chemical  terrorism,  and  the  psychosocial  impact  of  traumatic  events.  As  we  did  in 
planning  our  efforts  in  microbial  bioterrorism,  we  first  convened  expert  panels  to  help  us 
understand  the  general  landscape  of  the  problem  and  the  research  needed  to  address  it.  On 
February  26,  2003,  NIATD  convened  a  meeting  that  included  scientists  affiliated  with  the 
National  Cancer  Institute,  the  Armed  Forces  Radiobiology  Research  Institute,  the  National 
Academy  of  Sciences,  other  government  agencies,  and  academia,  to  identify  immediate, 
intermediate,  and  long-term  priorities  for  research  needed  to  develop  countermeasures  against 
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nuclear/radiological  terrorism.  Then,  on  March  19,  again  under  the  leadership  of  the  NIAID,  we 
convened  a  panel  of  experts  that  included  representatives  of  the  National  Academy  of  Sciences 
(NAS),  academia,  industry,  other  federal  agencies,  including  the  DoD,  and  multiple  NEH 
Institutes  and  Centers.  This  panel's  charge  was  to  identify  gaps  in  scientific  knowledge  about 
chemical  injury  and  repair  amenable  to  biomedical  research,  and  to  describe  priorities  for 
research  and  development  of  medical  countermeasures.  Both  of  these  consultations  were 
extraordinarily  productive  and  provide  a  framework  for  agendas  of  NIH-supported  biomedical 
research  and  countermeasure  development  that  contribute  to  the  national  effort. 

The  third  area  of  concern  relates  to  the  psychosocial  trauma  of  disasters  and  mass 
casualty  events.  The  National  Institute  of  Mental  Health  (NIMH)  has  a  program  committed  to 
research  related  to  mass  casualties  and  trauma.  Within  several  months  of  the  World  Trade 
Center  and  anthrax  attacks,  the  NIMH  expedited  the  award  of  grants  to  study  resulting  mental 
health  needs  and  convened,  with  other  agencies,  a  major  national  workshop  on  mental  health 
needs  in  disaster  response.  Building  on  this  initial  effort,  the  NIMH  is  exploring  additional 
behavioral/mental  health  research  aimed  at  two  problems,  treatment  of  trauma  in  individuals,  and 
communication  with  the  public  during  disasters  and  other  traumatic  events. 

Our  plan  in  each  of  these  areas  is  to  develop  research  agendas  within  the  NTH  Institutes 
relevant  to  them.  We  will,  in  the  process,  work  closely  with  colleagues  elsewhere  in 
government,  including  especially  the  Department  of  Homeland  Security,  and  the  NAS. 

Finally,  to  help  ensure  that  these  efforts  are  well  coordinated,  I  have  established  a  Trans- 
NTH  Bioterrorism  Committee.  The  committee,  chaired  by  NIAID  Director  Anthony  S.  Fauci, 
M.D.,  and  reporting  to  me  regularly  and  as  needed,  will  coordinate  activities,  assess  progress 
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toward  the  development  of  coimtermeasures  across  the  NTH,  serve  as  the  NIH  focal  point  for 
liaison  and  communication  with  other  agencies,  and  focus  on  continuing  to  develop  and  monitor 
our  comprehensive  biodefense  research  agendas. 

I  am  confident  that  this  program  of  research  and  countermeasure  development,  growing 
from  our  efforts  in  biodefense,  will  provide  health  benefits  that  encompass  but  also  extend  far 
beyond  protection  from  deliberate  acts  of  terrorism.  I  am  pleased  that  NIH  can  play  a  role  in 
these  important  areas  of  national  security. 
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Elias  A.  Zerhouni,  M.D. 
Director 

National  Institutes  of  Health 

U.S.  Department  of  Health  and  Human  Services 

On  May  20,  2002,  Dr.  Elias  A.  Zerhouni,  51,  began  his  tenure  as  the  15th  Director  of  the 
National  Institutes  of  Health. 

Among  his  noteworthy  achievements  since  becoming  Director,  Dr.  Zerhouni  has  named 
directors  for  three  Institutes — the  National  Institute  of  Mental  Health  (Thomas  R.  Insel, 
M.D),  the  National  Institute  on  Alcohol  Abuse  and  Alcoholism  (Ting-Kai  Li,  M.D.),  and 
the  National  Institute  on  Drug  Abuse  (Nora  D.  Volkow,  M.D.).  He  also  named  a  new  NIH 
Deputy  Director  (Raynard  S.  Kington,  M.D.,  Ph.D.)  and  a  new  director  of  the  Office  of 
Technology  Transfer  (Mark  L.  Rohrbaugh,  Ph.D.,  J.D.) 

Dr.  Zerhouni  initiated  the  creation  of  a  new  research  vision  for  the  NIH  which  focuses 
the  attention  of  the  biomedical  research  community  on  new  pathways  of  discovery, 
research  teams  for  the  future  and  the  re-engineering  of  the  clinical  research  enterprise. 

He  has  also  overseen  the  completion  of  the  doubling  of  the  NIH  budget. 

Prior  to  joining  the  NIH,  Dr.  Zerhouni  served  as  executive  vice  dean  of  Johns  Hopkins 
University  School  of  Medicine,  chair  of  the  Russell  H.  Morgan  department  of  radiology 
and  radiological  science,  and  Martin  Donner  professor  of  radiology  and  professor  of 
biomedical  engineering. 

His  research  in  imaging  led  to  advances  in  Computerized  Axial  Tomography  (CAT 
scanning)  and  Magnetic  Resonance  Imaging  (MRI)  that  resulted  in  157  peer  reviewed 
publications  and  8  patents. 

Since  2000,  he  has  been  a  member  of  the  National  Academy  of  Sciences'  Institute  of 
Medicine.  He  served  on  the  National  Cancer  Institute's  Board  of  Scientific  Advisors 
from  1998-2002. 
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Mr.  Chairman,  Mr.  Obey  and  Members  of  the  Committee: 

I  am  pleased  to  appear  before  you  today  to  discuss  the  efforts  of  the  Health  Resources 
and  Services  Administration  to  further  prepare  the  nation's  health  care  system  and 
public  health  system  for  possible  bioterrorism  attacks.  As  Assistant  Secretary  Hauer  has 
outlined,  the  focus  of  HRSA  is  to  increase  the  preparedness  and  response  capability  of 
hospitals  and  health  care  entities  and  to  integrate  our  health  care  and  public  health 
systems,  so  that  together  we  can  prepare  for  and  detect  a  bioterrorist  attack  and  provide 
appropriate  health  care  treatment  and  sendees. 

The  President's  Budget  for  HRSA  includes  two  targeted  programs  that  will  assist  the 
Nation  in  preparing  for  possible  bioterrorism  and  other  attacks:  the  Hospital 
Preparedness  Program,  and  the  Bioterrorism  Training  and  Curriculum  Development 
Program.  A  total  of  S578  million  is  requested  in  the  Public  Health  and  Social  Services 
Emergency  Fund  to  expand  these  programs  in  FY  2004. 

Our  major  initiative  is  the  Hospital  Preparedness  Program,  begun  in  FY  2002.  $518 
million,  an  increase  of  S3  million,  is  requested  to  continue  cooperative  agreements  with 
health  departments  in  States,  territories  and  our  three  largest  municipalities.  These 
cooperative  agreements  provide  funds  to  improve  the  ability  of  state  health  departments, 
hospitals  and  other  health  care  facilities  to  prepare  for  and  respond  to  bioterrorism  and 
other  public  health  emergencies.  Some  funds  are  to  be  used  by  the  health  departments  to 
plan  and  coordinate  hospital  preparedness.  The  recipients  of  these  cooperative 
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agreements  are  required  to  allocate  80%  of  the  federal  funds  to  hospitals  and  other 
health  care  facilities  to  expand  their  capacity  to  care  for  victims  of  bioterrorism  and 
other  public  health  emergencies.  Hospitals  and  other  health  care  facilities  may  use  the 
funds  to  upgrade  their  ability  to  respond  to  bioterrorism  and  other  mass  casualty  events 
by  developing  improved  approaches  to  dealing  with  a  surge  of  patients,  developing 
regional  consortia  to  pool  limited  resources  and  utilize  such  resources  to  the  best 
advantage  in  a  systems-wide  approach,  and  improving  their  communications  capability. 

In  FY  2003,  $498  million  is  available  for  Hospital  Preparedness  cooperative  agreements. 
Secretary  Thompson  recently  announced  that  up  to  20  percent  of  those  funds  will  be 
made  available  to  States  on  a  rapid  release  basis  if  the  States  need  funds  to: 

Support  their  smallpox  vaccination  activities  for  health  workers  and  emergency 

responders. 

•  Support  activities  already  approved  in  2002  state  plans  which  need  additional 
resources  now. 

•  Enhance  or  intensify  critical  activities  already  approved  under  last  year's  state 
plans. 

•  Accelerate  timelines  for  these  critical  activities. 

In  addition  to  the  original  59  grantees  (the  50  States,  the  District  of  Columbia,  Puerto 
Rico,  four  territories  (Virgin  Islands,  American  Samoa,  Guam,  and  the  Commonwealth 
of  the  Northern  Mariana  Islands)  and  three  municipalities  (New  York  City,  Chicago,  and 
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Los  Angeles  County),  we  will  be  making  funds  available  this  year  to  the  three  freely 
associated  states  of  the  Pacific,  the  Federated  States  of  Micronesia,  the  Republic  of  the 
Marshall  Islands,  and  the  Republic  of  Palau. 

The  Program  Guidance  for  FY  2003  provides  new  or  expanded  emphasis  in  such  areas 
as  development  of  state  plans  to  address  surge  capacity,  emergency  medical  services, 
special  needs  of  the  pediatric  population,  and  mental  health  services.  With  the 
substantial  increase  in  funds  in  FY  2003,  there  will  be  an  increased  emphasis  on  hospital 
resource  and  infrastructure  enhancements.  One  new  focus  is  to  help  hospitals  improve 
their  infection  control  capabilities  by  upgrading  facilities  for  isolation  and  treatment  of 
individuals  who  have  a  communicable  disease  or  are  at  high  risk  due  to  exposure.  A 
second  focus  is  to  ensure  adequate Jbo.sj)itel  laboratojy^surgej^a^^  and  integrate  such 
capability  with  public  health  labs  to  identify  and  report  on  biological,  chemical  and 
radiological  agents  that  might  be  used  by  terrorists.  A  third  focus  is  to  assist  hospitals, 
outpatient  facilities  and  emergency  medical  services  with  the  purchase  of  personal 
protective  equipment  and  well-equipped  mobile  or  fixed  decontarmnation  facilities. 
There  will  also  be  an  emphasis  on  methods  for  improving  communications  capacity 
among  hospitals,  other  health  care  entities  and  public  health  departments. 

The  States  are  making  good  progress  in  completing  their  needs  assessments  and  in 
implementing  their  high  priority  components.  For  example,  based  on  patient  flow 
patterns  to  medical  centers.  Tennessee  developed  six  Hospital  Bioterrorism  Planning 
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Regions  and  is  developing  regional  hospital  plans  based  on  these  regions.  Tabletop 
exercises  that  will  test  the  capability  of  hospitals  in  each  region  to  respond  to  a 
bioterrorism  scenario  and  accommodate  a  surge  of  500  patients  will  be  conducted  this 
year.  In  Pennsylvania,  some  200  hospitals  that  received  the  Hospital  Emergency 
Preparedness  Needs  Assessment  participated  in  the  assessment.  Initial  review  shows 
that  most  hospitals  currently  have  in  place  emergency  plans  for  the  delivery  of  essential 
goods  and  service,  but  only  40%  have  plans  that  address  the  reconfiguration  of  hospital 
space  for  isolation  of  communicable  diseases  and  treatment  of  infectious  disease 
epidemics.  The  funds  made  available  in  FY  2003  will  be  used  to  help  improve  this 
response  capability. 

The  second  targeted  program  is  the  Bioterrorism  Training  and  Curriculum  Development 
Program,  which  began  in  FY  2003.  The  President's  Budget  includes  $60  million,  an 
increase  of  $32  million,  to  expand  this  important  program,  which  will  ensure  that  the 
public  health  and  healthcare  workforce  is  properly  equipped  with  the  skills,  knowledge 
and  networks  to  address  possible  bioterrorism  attacks.  The  goals  of  this  program  are  the 
development  of  a  healthcare  workforce  that  possesses  the  knowledge,  skills  and  abilities 
to:  (1)  recognize  indications  of  a  terrorist  or  public  health  emergency  event  in  their 
patients;  (2)  treat  their  patients  and  their  communities  in  a  safe  and  appropriate  manner; 
(3)  participate  in  a  coordinated,  multidisciplinary  response  to  terrorist  events  and  other 
public  health  emergencies;  and  (4)  rapidly  and  effectively  alert  the  public  health  system 
of  such  an  event  at  the  community,  state  and  national  level. 
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HRSA  has  extensive  experience  in  working  and  collaborating  with  public  and  private 
health  professional  organizations  and  academic  health  centers  to  develop  new  and 
innovative  training  programs  that  meet  emerging  needs.  The  agency  also  has  experience 
using  educational  incentives  to  influence  curricular  change  so  that  undergraduate, 
graduate  and  continuing  education  programs  meet  emerging  national  needs. 

HRSA  will  continue  to  operate  two  other  complementary  programs,  which  are  also 
requested  in  the  Public  Health  and  Social  Services  Emergency  Fund:  the  Emergency 
Medical  Services  for  Children  Program  (EMSC),  and  the  Poison  Control  Center 
Program.  A  total  of  $40  million  is  requested  to  maintain  these  programs. 

The  EMSC  program  is  designed  to  ensure  state-of-the-art  emergency  medical  care  for  ill 
or  injured  children  and  adolescents.  The  program  provides  grants  to  States  to  improve 
existing  EMS  systems  and  to  schools  of  medicine  to  develop  and  evaluate  improved 
procedures  and  protocols  for  treating  children.  If  new  protocols  are  developed  for 
bioterrorism  or  chemical  agents.,  we  need  to  adapt  them  for  use  with  children  and 
disseminate  them  through  this  program. 

Poison  Control  Centers  are  a  vital  part  of  the  continuum  of  necessary  emergency 
services  needed  by  all  Americans  facing  the  threat  of  bioterrorism  and  can  serve  as  part 
of  the  nation's  surveillance  and  first  response  system.  During  the  anthrax  incident  in 
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Florida,  the  Poison  Control  Centers  were  able  to  answer  many  of  the  public's  questions 
about  what  was  going  on  and  to  provide  accurate  information  about  anthrax. 


With  this  set  of  targeted  and  complementary  programs,  we  believe  that  we  are 
strengthening  the  ability  of  the  nation's  public  health  system  and  hospitals  to  prepare 
for  biological  and  chemical  attacks.  These  programs  will  also  expand  the  surge  capacity 
of  hospitals  to  care  for  large  numbers  of  patients  that  would  result  from  a  mass-casualty 
incident. 

Mr.  Chairman  and  members  of  the  Committee,  I  would  be  pleased  to  address  any 
comments  or  questions  you  may  have  on  the  specifics  of  the  programs  I  have  outlined. 
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Mr.  Regula.  I  think  it  is  quite  encouraging  progress  that  the  De- 
partment has  made  in  responding  to  a  challenging  time  in  our  Na- 
tion's history.  I  was  particularly  impressed  with  the  fact  that  you 
seem  to  be  getting  internally  a  lot  of  cooperation  among  the  various 
agencies,  all  of  whom  have  a  piece  of  it  and  yet  collectively  are  part 
of  this  BioShield.  I  have  been  interested  in  making  the  healthcare 
delivery  system  seamless,  and  I  would  be  interested  whether  you 
are  making  some  progress  in  doing  that  so  that  the  health  commis- 
sioner and  small  community  in  Ohio  and  the  State  health  commis- 
sioner and  CDC  and  all  are  on  the  same  page  when  it  comes  to  a 
threat. 

HHS  INTERNAL  AND  EXTERNAL  COMMUNICATION  AND  COORDINATION 

Mr.  Hauer.  Yeah.  One  of  the  things  that  we  have  been  very  ag- 
gressive in  doing  is  enhancing  communication  with  the  State  and 
local  health  departments.  CDC  has  done  an  excellent  job  in  out- 
reach, and  I  think  a  perfect  model  for  this  has  been  the  magnifi- 
cent job  that  Dr.  Gerberding  and  her  staff  have  done  on  SARS. 
First  of  all,  aggressively  dealing  with  SARS  as  the  first  sense  that 
something  was  happening  here  in  the  United  States  came  to  light, 
CDC  was  very  aggressive  in  getting  information  out  and  in  talking 
with  State  and  local  health  officers. 

CDC  has  a  practice  now,  we  are  involved  in  the  conference  calls, 
but  at  least  once,  usually  three  times  a  week,  they  have  conference 
calls  with  State  and  local  health  officers  to  bring  them  up  to  date 
on  what  is  going  on  with  the  smallpox  program,  on  what  is  going 
on  with  SARS,  on  other  hot  issues,  to  listen  to  their  issues  and  just 
to  communicate  with  them. 

One  of  the  efforts  the  Secretary  asked  us  to  move  forward  with 
very  recently  was  to  get  the  State  health  commissioners  and  mem- 
bers of  their  staffs  security  clearances  so  we  could  share  threat  in- 
formation with  them.  The  public  health  community  in  this  country 
has  never  been  engaged  from  a  national  security  perspective.  We 
have  to  recognize  that  this  is  a  different  day,  and  that  the  public 
health  community  is  an  integral  part  of  national  security,  and  we 
have  to — one  of  the  reasons  we  are  pushing  so  hard  on  the  public 
health  community  having  24/7  coverage  is  historically  that  was  not 
the  case. 

So  we  have  moved  forward  on  a  number  of  fronts  to  engage  the 
public  health  community  to  ensure  that  they  are  a  part  of  the  proc- 
ess every  step  of  the  way. 

Mr.  Regula.  As  you  know,  the  subcommittee  will  be  visiting 
your  agency  when  we  return  from  the  Easter  recess,  and  you  might 
tell  the  committee  a  little  bit  about  what  you  have  been  able  to  do 
in  developing  an  information  system  in  your  Department  that  will 
certainly  be  useful  to  all  agencies  and  will  make  the  whole  process 
more  seamless. 

Mr.  Hauer.  I  would  be  happy  to. 

As  you  saw  during  your  visit,  we  have  developed  probably  the 
state-of-the-art  command  center  in  Washington,  D.C.,  now  that  is 
interoperable  with  every  State,  local,  city  agency  within  the  tristate 
region  around  here.  We  can  communicate  during  an  emergency  by 
simply  dropping  a  box  into  any  city  or  county  in  the  country,  and 
we  can  then  communicate  on  their  radio  frequencies  in  an  inter- 
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operable  fashion,  which  has  been  one  of  the  problems  in  dealing 
with  managing  emergencies  in  this  country  for  many  years  is  the 
lack  of  interoperability.  We  are  truly  interoperable  now. 

We  have  the  capability  to  do  multiple  video  conferences  and 
bring  up  to  10  different  locations.  During  SARS  Julie  and  I  do  a 
conference  call  every  morning  at  10:15  with  Julie  at  CDC,  me  up 
at  Washington,  and  very  often  somebody  from  PAHO  or  World 
Health  in  Geneva  on  as  well,  all  of  us  looking,  talking  with  each 
other,  interacting  and  sharing  information.  In  all  the  years  I  have 
been  in  this  business,  information-sharing  is  what  makes  you  or 
breaks  you. 

Our  command  center  has  probably  the  most  sophisticated — Julie 
will  take  issue  with  this  because  she  just  opened  a  command  center 
as  well,  and  she  likes  to  think  her  command  center  is  now — it  is 
newer  than  ours,  but  I  don't  know  that  it  is  more  sophisticated. 
But  we  are  sharing  our  programs. 

Dr.  Gerberding.  Ours  is  bigger. 

Mr.  Hauer.  That  is  right. 

But  this  was  all  added  to  just  a  terrific  intra-agency  communica- 
tion and  that  intra-agency  communication  makes  it  easier  for  them 
to  talk  with  one  voice  to  all  the  health  departments  around  the 
country  and  for  them  to  get  timely,  accurate  and  consistent  infor- 
mation so  they  can  take  action  at  the  State  and  local  level. 

When  you  come  over  after  the  recess,  we  will  show  you  some  new 
modeling.  We  are  probably  the  only  agency  in  town  that  is  doing 
three-dimensional  plume  modeling  now  that  we  have  just  gotten  on 
board  since  you  were  over  there.  That  is  some  of  the  most  dynamic 
plume  modeling  available  to  predict  the  impact  of  chemical  and  bio- 
logical agents. 

Mr.  Regula.  It  is  impressive.  I  might,  if  you  would,  just  talk 
about  the  push  packs,  because  that  would  give  the  public  a  sense 
of  confidence  of  the  ability  of  HHS  and  NIH  and  CDC  and  so  on 
to  respond  to  any  crisis.  And  I  was  impressed  with  what  you  are 
doing  on  that.  So  if  you  could  just  

STRATEGIC  NATIONAL  STOCKPILE 

Mr.  Hauer.  Sure.  We  have  12  push  packs  strategically  located  in 
basically  secret  facilities  that  are  very  well  secured  throughout  the 
country.  We  have  the  ability  to  move  the  push  packs  pretty  much 
anywhere  in  the  country  within  6  to  12  hours,  depending  on  how 
we  move  it  and  the  distance  we  have  to  move  it.  Each  pack  con- 
tains about  50  tons  of  medical  material  including  antibiotics  and 
respirators,  support  equipment.  Because  of  the  concern  of  SARS, 
botulinum,  things  that  require  respiratory  support,  we  have  added 
additional  respirators  to  the  push  package. 

The  push  package  is  not  static.  We  continue  to  look  at  the 
threats,  and  we  continue — this  is  one  of  the  things  that  NIH  is 
working  very  closely  with  CDC  on.  As  we  look  at  threats  and  the 
potential  for  new  drugs  to  be  used  against  these  threats,  new  coun- 
termeasures,  we  evaluate  them  very  quickly  to  determine  whether 
they  should  be  put  in  the  push  package. 

There  are  some  things  that  are  best  not  put  in  the  push  package. 
Antidotes  for  organophosphates  are  best  in  the  hands  of  police  and 
firemen  because  they  need  to  be  used  in  such  a  short  period  of 
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time.  But  we  have  purchased  those  through  the  push  package,  and 
most  recently  CDC  distributed  to  over  60  fire  departments  in  the 
country  material  from  the  push  package  so  they  could  have  it  on 
their  ambulances  so  that  it  was  available  for  use  within  15  or  20 
minutes,  which  is  when  it  is  best  used. 

Mr.  Regula.  So  this  means  that  local  communities  have  the  abil- 
ity to  call  on  these  resources  if  there  is  any  kind  of  a  crisis. 

Mr.  Hauer.  Absolutely.  We  can  either  pre-stage  the  push  pack- 
ages in  the  event  of  a  special  event,  as  we  did  for  the  Olympics, 
for  other  special  events  that  we  have  around  the  country,  or  we  can 
respond  with  the  push  pack  within  6  to  12  hours,  and  again,  de- 
pending on  the  location,  we  had  the  push  packages  up  in  New  York 
City  in  under  7  hours. 

Mr.  Regula.  Are  local  health  departments  aware  of  this  re- 
source, and  can  they  call  upon  them? 

Mr.  Hauer.  Yes.  One  of  our  requirements  as  part  of  the  grant 
money  that  the  States  receive  is  to  have  a  plan  in  place  for  receipt 
of  the  push  package,  but  also  distribution  of  the  antibiotics  that  are 
in  the  push  package.  CDC  added  to  that  requirement  as  we  became 
more  and  more  concerned  about  smallpox  vaccine  by  ensuring  that 
one  of  the  requirements  was  that  they  have  a  plan  in  place  for 
mass  vaccination  of  the  population  after  the  detection  of  a  smallpox 
event.  So  once  we  release  the  vaccine  from  the  National  Pharma- 
ceutical Stockpile,  the  cities  and  States  have  to  have  a  mechanism 
to  receive  it  and  to  distribute  it. 

Mr.  Regula.  I  have  a  lot  more  questions,  but  I  want  to  get  to 
the  committee  members. 

So,  Mrs.  Northup. 

Mrs.  Northup.  Thank  you. 

I  am  interested  in  the  designation  of  a  lab  in  every  State.  As  I 
understand  it,  one  of  the  first  things  that  happened  was  we  des- 
ignated a  lab  in  every  State,  and  I  wondered  it  seemed  to  me  that 
the  lab  was  chosen  in  Kentucky,  I  believe  in  Frankfort.  Maybe  that 
is  because  where  the  State  lab  is,  that  is  where  the  State  capital 
is.  But  Louisville  obviously  has  the  largest  population.  I  heard  a  lot 
of  complaints  from  our  local  responders  because  they  felt  like  it  is 
far  away,  it  is  remote,  there  isn't  even  a  commercial  airport  in  and 
out  of  Louisville.  There  is  not  the  sophistication  that  already  exists 
at  the  University  of  Louisville  or  the  University  of  Kentucky's  med- 
ical school. 

I  just  wondered  are  we  going  to  have  to  bring  all  these  labs  up 
to  a  certain  capacity?  They  will  still  be — if  the  State  capital  is  in 
a  remote  area,  they  will  still  be  in  a  remote  area.  There  will  still 
be  a  lack  of  transportation  in  and  out  of  those  areas.  If  that  makes 
sense,  I  realize  that  is  where  the  governmental  connections  are,  but 
if  that  is  really  a  good  choice. 

Dr.  Gerberding.  The  Laboratory  Response  Network  that  you  are 
talking  about  started  out  of  State  health  laboratories,  so  that  is  the 
reason  for  its  genesis.  But  through  the  last  year  we  have  been  ex- 
panding it  to  include  a  broader  spectrum  of  laboratories,  and  actu- 
ally have  brought  all  of  the  labs  in  the  network  up  to  a  certain 
level  of  capacity  and  sophistication  rather  than  the  more  layered 
approach  that  we  had,  level  A,  level  B,  level  C,  in  the  past. 
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So  there  are  now  evolving  a  set  of  laboratories,  so-called  central 
laboratories,  many  of  which  are  associated  with  hospitals  or  labora- 
tories that  can  be  brought  into  the  LRN.  So  we  are  looking  at  how 
to  do  that  strategically  and  make  sure  we  have  the  coverage  that 
you  are  talking  about  so  it  is  convenient  to  move  samples  around. 

Another  important  aspect  of  this  is  surge  capacity.  We  learned 
during  anthrax  that  it  is  not  good  enough  to  have  one  good  lab,  you 
to  have  a  system  for  moving  specimens  from  one  place  to  another, 
moving  lab  technicians.  We  have  a  great  interest  on  the  part  of  the 
academic  community  in  Kentucky  and  a  lot  of  other  places  that 
would  like  to  contribute  to  the  LRN.  I  think  that  is  a  priority  for 
this  coming  year. 

Mrs.  Northup.  I  guess  I  wonder  if  you  are  not  going  to  be  strug- 
gling with  the  political  aspects  of  it  now,  I  can't  imagine  the  lab 
in  Frankfort  deciding  that,  yes,  they  are  going  to  take  sort  of  a  sec- 
ond tier  and  let  the  lab  at  the  University  of  Louisville  or  the  Uni- 
versity of  Kentucky  labs  that  are  already  much,  much  more  sophis- 
ticated than  the  lab  in  Frankfort,  and,  of  course,  have  access  to 
much  more  sophisticated  transportation  in  and  out  and  so  forth, 
whether  they  are  going  to  let  go.  And  whether  you  are  going  to — 
if  your  relationship  already  tends  to  be  with  the  lab  in  Frankfort, 
are  you  going  to  find  that  a  difficult  transition  to  do? 

Dr.  Gerberding.  We  have  had  success  with  it  in  other  jurisdic- 
tions and  think  that  it  is  not  a  matter  of  substituting  one  lab  for 
another,  it  is  a  matter  of  adding  additional  labs  into  the  system 
and  making  the  whole  network  effective.  So  I  am  not  too  worried 
about  the  politics  of  the  situation.  I  am  more  worried  about  the 
speed  with  which  we  can  bring  everybody  up  to  date. 

One  of  the  real  challenges  is  reagents,  because  we  are  making 
the  reagents  for  a  number  of  these  tests  as  we  go.  For  example, 
right  now  we  are  trying  to  make  reagents  for  SARS  so  we  can  get 
this  material  out  to  the  laboratories  very  quickly.  And  participation 
in  the  network  does  involve  coming  to  CDC  and  being  trained  to 
do  techniques  exactly  the  same  way  in  every  laboratory  and  every 
place  so  when  we  get  a  result  in  one  place,  we  know  it  means  the 
same  that  it  does  someplace  else.  That  is  just  a  matter  of  time  and 
capacity  development. 

But  I  think  you  are  absolutely  right.  Labs  that  are  already  capa- 
ble of  doing  sophisticated  Polymerase  Chain  Reaction  (PCR)  anal- 
ysis and  so  forth  would  have  a  shorter  learning  curve  than  those 
that  are  starting  from  a  different  place.  So — . 

Mrs.  Northup.  Specifically  we  have  a  huge  mail  processing  plant 
in  Louisville.  They  had  a  number  of  anthrax  scares  where  it  was 
actually  shut  down.  Every  single  sample  had  to  go  to  Frankfort, 
which  again,  like  I  said,  doesn't  even  have  an  airport.  And  back 
right  there  in  Louisville  is  a  much  more  sophisticated  lab  that 
could  have  provided  just  almost  immediate  turnaround  and  results. 

Dr.  Gerberding.  That  makes  sense. 

Mrs.  Northup.  I  really  ask  you,  I  am  not  necessarily  reassured 
that  you  are  just  going  to  add  more  labs,  because  I  don't  know  that 
we  can  support  on  a  cost  basis,  you  know,  bringing  up  the  lab  in 
Frankfort  to  a  certain  level  and  adding  labs  that  maybe  are  already 
in  place  and  able  to  act.  I  mean,  I  just — I  think  at  some  point  you 
have  to  be  selective,  and  not  everybody  is  going  to  like  the  answer. 
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Dr.  Gerberding.  Thank  you. 
Mr.  Regula.  Mrs.  Lowey. 

PROJECT  BIOSHIELD 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman,  and  thank  you,  Sec- 
retary Hauer  and  your  distinguished  panel  for  your  important 
work.  I  would  like  to  ask  a  few  questions  about  Project  BioShield. 
First  of  all,  with  regard  to  the  funding,  I  don't  understand  why  the 
funding  has  to  bypass  the  annual  appropriations  process  led  by  our 
distinguished  Chairman.  There  is  no  question  in  my  mind  that  we 
care  as  much  about  Project  BioShield  in  your  agenda  as  all  the  dis- 
tinguished people  in  the  administration.  So  I  am  very  confident 
just  as  we  forward-fund  PBS,  or  if  the  contracts  are  presented  in 
2004,  that  we  can't  immediately  provide  the  funding.  So  that  is  the 
first  question. 

Secondly,  at  the  hearing  of  Homeland  Security  that  Dr.  Fauci 
and  Secretary  Thompson  attended  and  informed  us  about  Project 
BioShield,  there  were  two  questions  that  have  not  been  sufficiently 
answered  for  me.  One  is,  and  Dr.  Fauci  probably  could  respond  to 
this,  there  is  no  question  at  the  hearing  that — directed  by  yourself 
and  others,  that  you  could  aggressively  work  to  get  the  research 
done  at  NIH  or  appropriate  institutions.  However,  the  problem  was 
the  pharmaceutical  companies,  as  explained  to  us,  just  didn't  see 
enough  profit  in  it,  and  that  you  were  concerned  about  how  you 
were  going  to  get  these  vaccines  produced  efficiently,  because  Sec- 
retary Thompson  made  that  point,  the  large  pharmaceutical  com- 
panies wouldn't  find  this  attractive. 

I  find  this  very  disturbing,  since  they  manage  to  make  profits 
with  so  many  of  their  other  products,  that  there  wouldn't  be  a  bet- 
ter way  for  to  us  orchestrate  this  at  the  NIH.  Dr.  Zerhouni  or  Dr. 
Fauci  could  respond  to  that,  since  the  research  to  me  is  the  most 
challenging  portion,  that  we  couldn't  develop  laboratories  or  what- 
ever and  get  this  done,  and  it  is  disappointing  to  me  that  the  large 
pharmaceutical  companies,  according  to  the  information  you  pre- 
sented, wouldn't  be  interested. 

And  thirdly,  Project  BioShield  requires,  as  I  understand  it,  an- 
other process  that  you  say  is  more  efficient  for  approving  these 
drugs.  I  have  seen  this,  frankly,  with  MCA  and  other  initiatives  on 
the  part  of  the  administration.  We  have  been  fortunate  in  having 
an  FDA  process  that  has  produced  some  of  the  greatest  drugs  in 
the  world.  If  there  are  inefficiencies,  if  they  can't  do  it  expedi- 
tiously, I  don't  understand  for  the  life  of  me  why  we  can't  improve 
the  process,  make  it  more  efficient.  Why  do  we  have  to  create  an- 
other process?  And  I  have  seen  a  constant  pattern  of  this  in  the 
administration;  if,  in  fact,  the  bureaucracy  is  not  functioning,  well, 
let's  just  create  our  own.  I  am  not  sure  the  "own"  will  function  any 
better,  and  I  don't  know  why  we  can't  improve  upon  this,  because 
I  have  had  many  calls  from  constituents  and  others  who  feel  that 
the  FDA  is  not  operating  as  expeditiously  as  it  should  be. 

So  if  perhaps  whoever  would  like  to  contribute  to  the  three  ques- 
tions, I  would  be  most  appreciative.  I  congratulate  you  on  Project 
BioShield.  I  am  very  enthusiastic  about  it,  as  I  am  sure  we  all  are. 
I  am  just  concerned  about  the  process. 

Dr.  FAUCI.  Thank  you  for  the  question,  Mrs.  Lowey. 
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As  we  discussed  at  the  last  hearing,  but  I  will  try  to  expand  on 
it  briefly,  we  fully  appreciate  the  perspective  that  you  have,  if  com- 
panies do  so  well  in  other  arenas.  Why  they  would  not  be  willing 
to  take  the  chance  and  go  ahead  and  get  involved  in  developing, 
particularly  in  the  advanced  development  stage,  countermeasures 
for  agents  of  bioterror  and  other  chemical,  radiological  threats.  The 
situation,  the  reality  is  that  there  is  a  push  and  a  pull  mechanism, 
as  I  had  mentioned  at  the  hearing.  The  NIH  works  at  the  "push" 
end  of  the  mechanism.  We  have  been  putting  research  funds  into 
getting  proof  of  concept  for  things  that  may  not  necessarily  be  at- 
tractive to  the  industry  for  the  simple  reason  that  despite  the  fact 
that  many  of  them  make  a  lot  of  money,  if  they  don't  see  a  market 
for  or  at  least  a  modest  profit  for  a  particular  endeavor,  they  will 
naturally,  because  of  their  responsibilities  to  their  board,  to  their 
stockholders  or  whenever,  pursue  something  that  has  a  guaranteed 
market.  And  we  just  know  that  as  a  matter  of  fact. 

Now,  the  issue  that  we  are  faced  with  that — either  when  we  say 
we  need  this  particular  countermeasure,  which  BioShield  would 
say  that  the  DHS  Secretary  would  assess  the  threat  and  the  HHS 
Secretary  would  go  about  with  the  CDC  and  the  NIH  and  others 
about  getting  this  material  forward — when  you  talk  about  a  com- 
pany that  has  no  real  interest  in  doing  that,  and  you  want  to  bring 
them  in,  we  have  many  examples  of  people  who  come  to  us  and 
say,  we  would  be  willing  to  take  the  risk  and  even  share  a  risk 
with  you,  and  we  are  not  afraid  of  failure,  but  what  we  are  afraid 
of  is  succeeding  in  developing  a  product  and  then  finding  out  2 
years  down  the  pike  that  nobody  wants  to  buy  it. 

And  they  feel  very  uncomfortable  about  being  at  the  mercy  of  the 
vicissitudes  of  the  appropriation  process.  We  all  have  a  great  deal 
of  faith  in  the  appropriation  process,  but  unfortunately  the  compa- 
nies who  need  to  be  putting  up  front  the  150-,  $200,000,000  to  do 
the  advance  development,  they  would  like  to  have  assurance  that 
if  they  deliver  the  product,  that  we  will  pay  for  it.  And  this  would 
have  to  be  in  a  situation  in  which  we  could  advance  2  or  3  years 
down  the  pike,  say,  yes,  if  you  deliver  it,  we  will  do  it. 

Now,  the  important  part  about  BioShield  that  often  gets  mis- 
understood is  that  you  are  not  paying  for  something  that  you  don't 
get.  It  is  different  than  other  procurement  types  of  procedures.  We 
are  going  to  be  paying  for  things  that  will  ultimately  be  licensable 
and  licensed  and  in  the  stockpile.  So  it  is  really  a  matter  of  instill- 
ing in  them  the  confidence  that  down  the  pike  there  will  be  some- 
thing for  them.  That  is  the  first  part. 

The  second  part  that  you  asked  was  about  the  FDA;  again,  some- 
times misunderstood.  We  are  faced  not  infrequently  now  with  bio- 
defense  with  the  situation  where  you  have  a  product  that  either  is 
safe  and  certainly  effective,  but  for  one  technical  reason  or  another 
is  either  not  licensable,  or  if  it  goes  through  the  normal  process  of 
licensure,  that  it  would  take  an  additional  year  or  so.  In  an  exigent 
situation,  so  we  are  not  talking  about  this  as  an  alternative  path- 
way for  the  FDA,  we  are  talking  about  this  as  an  emergency  cir- 
cumstance, where  we  have  a  countermeasure  available  and  the  lo- 
gistics of  an  unlicensed  product  to  distribute  it  under  another 
mechanism,  which  is  called  an  investigational  new  drug,  IND,  if 
you  are  going  to  give  it  to  2,000,  3,000  people  putting  it  through, 


585 


an  investigational  new  drug,  mainly  signing  the  consent  form,  all 
of  the  paperwork  that  is  associated  with  it,  logistically  you  can 
do — if  you  have  to  vaccinate  10  million  people,  there  isn't  a  chance 
that  you  are  going  to  be  able  to  do  that  under  an  investigational 
new  drug. 

So  what  the  proposal  says  is  that  something  between  a  full  licen- 
sure and  something  that  is  an  investigational  drug,  where  you  can 
under  certain  emergency  circumstances  for  a  1-year  period,  so  it 
isn't  an  indefinite  period,  to  meet  the  emergency,  make  that  avail- 
able, provided  the  risk/benefit  ratio  is  in  place;  namely,  the  risk  of 
the  particular  countermeasure  is  not  nearly  as  great  as  the  risk  of 
not  doing  it.  That  was  the  reason  for  that  component  of  BioShield. 

Mrs.  Lowey.  I  probably  don't  have  time  to  continue  this  discus- 
sion. 

Mr.  Regula.  We  will  have  another  round. 

Mrs.  Lowey.  With  the  FDA  I  just  don't  understand  because  the 
problem  of  moving  products  through  is  not  a  new  one.  So  I  just 
don't  understand  why  it  can't  be  made  to  function  to  deal  with  the 
current  challenge,  frankly. 

Mr.  Regula.  You  will  have  another  opportunity  to  challenge 
that. 

Mr.  Wicker. 

SMALLPOX  VACCINE 
Mr.  Wicker.  Thank  you,  Mr.  Chairman. 

Secretary  Hauer,  let  me  ask  you,  you  said  that  67  million  doses 
of  the  cell  culture-based  smallpox  vaccine  are  already  in  the  stock- 
pile. Do  I  take  it  there  are  two  kinds  of  smallpox  vaccine,  the  VIG 
and  the  cell  culture? 

Mr.  Hauer.  No.  The  cell  culture-based  vaccine  is  a  new  vaccine 
that  we  have  just  begun  making.  We  began  that  process  back  in 
October,  started  taking  delivery  of  the  vaccine  late  last  year,  and 
it  is  a  different  vaccine  than  the  vaccines  that  were  historically 
used,  otherwise  known  as  dry  vacs,  which  is  a  

Mr.  Wicker.  Sounds  like  two  kinds  to  me. 

Mr.  Hauer.  Yes.  VIG,  on  the  other  hand,  is  what  we  are  buying 
to  treat  the  potential  adverse  effects  of  the  vaccination. 
Mr.  Wicker.  I  see.  Okay. 

How  many  people  have  received — how  many  Americans  have  re- 
ceived a  smallpox  vaccine  since  the  terrorism  threat? 

Mr.  Hauer.  Since  we  began  the  program,  we  are  up  to  about 
30,000. 

Mr.  Wicker.  Thirty  thousand. 

Mr.  Hauer.  Thirty  thousand. 

Dr.  Zerhouni.  Civilians. 

Mr.  Wicker.  Thirty  thousand  civilians. 

Are  those  all  volunteers,  or  are  some  people  required  to  do  that? 
Mr.  Hauer.  Those  are  all  volunteers. 
Mr.  Wicker.  How  many  noncivilians? 

Mr.  Hauer.  The  DOD  program  has  been  very  aggressive.  They 
were  close  to  400,000. 

Mr.  Wicker.  So  out  of  those  430,000  Americans  who  have  had 
the  vaccine,  have  there  been  any  adverse  effects? 

Mr.  Hauer.  There  have. 
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Mr.  Wicker.  Any  deaths? 

Dr.  Gerberding.  Let  me  step  in  here.  The  situation  with  the 
vaccine  for  the  civilian  program  is  that  we  have  had  the  develop- 
ment of  a  new  adverse  effect  that  we  weren't  previously  associating 
with  the  vaccine,  and  that  is  an  inflammation  of  the  heart  and  the 
lining  around  the  heart,  so-called  myopericarditis.  That  has  been 
observed  in  the  military  vaccination  program,  too.  It  is  occurring 
about  1  in  every  25,000  people  who  receive  the  vaccine. 

Mr.  Wicker.  This  wasn't  observed  in  the  earlier  decades  when 
people  like  me  received  

Dr.  Gerberding.  This  was  not  an  observed  effect  with  the  vac- 
cine we  are  using  here.  There  was  an  association  of  this  with  vac- 
cines that  were  used  in  other  countries  at  a  higher  dose  than  what 
we  had  typically  used  in  the  United  States.  So  we  were  not  aware 
of  this  adverse  event  when  we  started  the  program.  We  have  subse- 
quently advised  people  to  be  aware  of  it  and  include  it  in  the  con- 
sent process. 

In  addition  to  that,  there  is  one  heart  complication  that  is  gen- 
erally mild,  although  there  has  been  one  very  serious  case.  Also, 
there  are  heart  attacks  and  other  ischemic-type  heart  events  that 
have  occurred  in  people  after  vaccination.  We  don't  think  those  are 
directly  related  to  the  vaccine  because  some  of  these  people  were 
at  high  risk  for  heart  attacks  anyway,  but  we  are  not  sure.  So  we 
are  screening  people  with  high  risk  for  heart  disease  out  of  the  vol- 
untary program  to  avoid  exposing  them  to  any  risk  if  it  is  present. 

Mr.  Wicker.  Okay.  My  general  question  is  this:  Any  member  of 
the  panel,  paint  me  the  most  likely  scenario  of  a  successful  ter- 
rorist attack  involving  smallpox,  either  on  a  large  population  like 
Washington,  D.C.,  or  a  medium-sized  city  or  small  town  where  the 
effect  would  still  be  devastating? 

Dr.  Gerberding.  Do  you  mean  successful  from  the  standpoint  of 
the  terrorist? 

Mr.  Wicker.  Yes. 

Dr.  Gerberding.  The  thing  that  we  are  most  worried  about  is  an 
aerosol  release  of  smallpox  where  the  virus  is  created  and  placed 
into  some  form  where  it  could  be  spread  in  the  air  through  very 
fine  particles;  for  example,  with  an  airplane  flying  over  with  some 
aerosol  release  device  into  a  large  group  of  people,  which  would  si- 
multaneously expose  large  numbers  of  people  in  a  given  community 
and  wouldn't  necessarily  be  noticed  until  the  first  case  of  smallpox 
occurred.  This  would  require  us  to  have  a  very  sophisticated  and 
reliable  detection  system  so  that  when  the  first  case  appeared,  we 
would  immediately  recognize  it;  and  second,  a  capacity  to  in  that 
vicinity  immunize  large  numbers  of  people  very,  very  quickly. 

It  is  that  concern  about  that  scenario  that  led  us  to  develop  the 
pre-event  vaccination  program  so  we  would  have  a  greater  likeli- 
hood of  being  able  to  get  people  vaccinated  very  quickly  to  protect 
them.  Remember  that  you  can  vaccinate  within  2  to  4  days  after 
an  exposure  and  still  benefit  the  person  who  was  exposed  and  then 
either  prevent  smallpox  altogether,  or  at  least  reduce  the  severity 
of  the  exposure. 

Mr.  Wicker.  To  your  knowledge,  has  that  ever  occurred  any- 
where on  the  face  of  the  Earth? 
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Dr.  Gerberding.  We  have  not  ever  been  able  to  document  an 
aerosol  release  of  smallpox  as  a  terrorism  event  anywhere. 

Mr.  Wicker.  How  about  an  aerosol  release  of  other  biological  ter- 
rorism? 

BIOTERRORISM  RESPONSE  PLANNING 

Mr.  Hauer.  Yes.  The  aerosol  release  we  are  most  aware  of  for 
biological  agents  was  anthrax  in  Sverdlovsk  in  1979.  It  was  an  ac- 
cidental release,  and — but  it  killed  a  number  of  people.  It  was  a 
rather  crude  release. 

The  potential  to  release  small  quantities  in  small  cities  and  in 
multiple  cities  is  not  as  difficult  as  one  would  think.  Julie  had  men- 
tioned the  whole  notion  of  an  airplane  and  releases  over  the  city. 
We  do  modeling  on  several  different  types  of  releases. 

One  of  the  other  concerns  we  have  is  just  small  numbers  of  peo- 
ple being  impacted  in  5  or  10  cities  over  multiple  days  in  closed  en- 
vironments like  subways,  office  buildings,  where  you  have  foci  in 
a  number  of  different  cities,  and  that  could  be  quite  troubling  as 
well  in  the  ability  to  respond  because  one  city,  everybody  focuses 
their  resources  there. 

Our  planning  as  we  have  looked  forward  has  been  the  multicity 
approach.  How  do  we  mobilize  resources  so  if  we  have  to  respond 
to  5  or  10  cities  around  the  country  and  do  mass  vaccination  of  5 
or  10  cities,  or  provide  health  care  in  5  or  10  cities,  and  we  have 
had  to  look  at  that  at  well  as  a  major  release  in  just  one  jurisdic- 
tion as  well. 

Mr.  Wicker.  Do  I  still  have  a  minute  or  two? 

Why  smallpox  then,  if  anthrax  has  been  released? 

Mr.  Hauer.  Anthrax  has  been  released,  botulinum  has  been  re- 
leased, the  Aum  Shinrikyo  on  nine  different  occasions  released  var- 
ious chemical  and  biological  agents  both  in  Matsumoto  and  Tokyo. 
They  looked,  they  tried  using  anthrax  on  several  occasions  and 
were  unsuccessful  because  of  the  thermodynamics  of  the  environ- 
ment they  were  in. 

The  reason  we  are  so  concerned  about  smallpox  is  that  anthrax 
by  and  large  is  treatable.  There  is  no  treatment  for  smallpox. 
Smallpox  is  a  contagious  agent,  unlike  anthrax,  and  the  potential 
for  not  just  the  disease  itself  creating  an  enormous  problem,  but 
the  economic  impact,  the  psychological  impact  on  this  country  could 
be  enormous.  So  we  felt  that  as  we  looked  at  the  threat  agents,  bot- 
ulinum, smallpox,  anthrax,  tularemia  and  a  host  of  chemicals  on 
the  chemical  side  were  things  that  we  had  to  really  focus  on  and 
focus  on  quickly  and  aggressively.  And  that  is  what  the  Secretary 
has  had  us  doing  for  the  last  2  years  as  we  hear  about  other  threat 
agents,  or  most  recently  there  has  been  concern  about  cyanide  and 
ricin.  We  have  looked  at  it.  We  have  evaluated  it  from  a  threat  per- 
spective. We  have  evaluated  it  from  a  response  perspective.  Quite 
frankly,  ricin  is  not  the  agent  of  choice  for  dissemination  from  an 
airplane.  There  is  no  treatment  for  ricin.  On  the  other  hand,  botu- 
linum concerns  us  greatly. 

So  we  look  at  this  from  a  number  of  different  perspectives  as  we 
evaluate  how  we  are  going  about  developing  this  stockpile,  how  we 
are  developing  countermeasures,  how  we  are  putting  our  research 
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and  development  dollars  into  the  pipeline  into  what  NTH  is  doing, 
and  that  is  all  part  of  the  equation  as  we  move  forward. 

Mr.  Regula.  Mr.  Kennedy. 

Mr.  Kennedy.  Thank  you. 

Welcome. 

On  March  20th,  1995,  chemical  nerve  agent  sarin  was  released 
in  five  locations  within  the  Tokyo  subway  system.  Medical  lit- 
erature shows  that  of  the  505,000  people  who  swamped  Tokyo  hos- 
pitals after  the  attack,  only  20  percent  actually  suffered  from  phys- 
ical symptoms  due  to  exposure  to  the  chemical  agent.  Eighty  per- 
cent were  determined  to  have  physical  symptoms  secondary  to  psy- 
chological distress. 

In  the  anthrax  attacks  in  the  fall  of  2001,  here  in  Washington, 
emergency  rooms  were  overwhelmed  as  well.  This  occurred  despite 
Hill  staffers  being  told  that  no-cost  treatment  centers — and  many 
of  them  were  set  up  across  the  Hill  for  them  to  go  to. 

With  this  said,  it  doesn't  take  much  imagination  to  conjure  up 
a  possible  hysteria  on  the  public  and  the  part  of  the  public  if  there 
was  a  terrorist  attack  here.  Up  until  just  2  minutes  ago,  I  hadn't 
heard  you  say  psychological  in  your  whole  testimony,  which  con- 
cerns me.  If  we  had  a  biological  or  chemical  attack,  emergencies 
would  be  overrun,  potential  disaster  situations  would  be  set  up 
where  the  ability  for  us  to  hold  together  a  population  would  be  un- 
tenable. 

A  retired  Army  general  recently  met  with  me,  said  that  a  crisis 
of  this  is  the  worst  type  of  training  ground  for  people.  In  other 
words,  he  repeatedly  said  critical  necessity  for  our  Nation  to  be- 
come psychologically  prepared  for  potential  biological  attack,  and 
numerous  experts  studying  terrorism  with  weapons  of  mass  de- 
struction predict  that  the  event  of  a  biological  attack  on  the  United 
States,  psychological  casualties  will  outnumber  physical  casualties 
by  a  ratio  of  easily  4  to  1. 

With  all  that  said,  would  each  of  you  comment  to  this  committee 
about  what  you  believe  as  individuals  and  what  you  are  doing  as 
institutions  to  adequately  prepare  to  deal  with  the  psychological 
fallout  from  a  biological  attack;  and,  two,  if  you  don't  believe  that 
we  are  adequately  prepared,  would  you  comment  as  to  what  you 
think  we  need  to  do  in  order  to  prepare  for  this? 

Mr.  Hauer.  Well,  I  completely  agree  with  you  that  the  psycho- 
logical component  of  preparation  and  response  to  any  kind  of  a  ter- 
ror event  is  key,  so  much  so  

Mr.  Kennedy.  Then  why  didn't  you  mention  it  in  your  whole 
statement? 

Mr.  Hauer.  Well,  I  don't  know,  but  I  don't  have  a  good  

Mr.  Kennedy.  That  is  troubling  when  you  consider  the  statistics 

I  just  mentioned. 

Mr.  Hauer.  Well,  I  also  know  the  statistics  quite  well  and  

Mr.  Kennedy.  Well,  then  why  didn't  you  mention  it  in  your 

statement? 

Mr.  Hauer.  Well,  I  can't  give  you  an  answer  to  that,  but  what 
I  can  give  you  an  answer  to  is  

Mr.  Kennedy.  We  are  talking  about  investing  hundreds  of  mil- 
lions of  dollars  protecting  this  public.  You  are  coming  before  this 
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committee  asking  for  money  for  BioShield,  and  you  have  no  com- 
ment on  the  

Mr.  Hauer.  No,  no.  I  didn't  say  I  didn't  have  a  comment  on  this 
issue,  I  said  I  couldn't  answer  the  question  about  why  it  wasn't  in 
my  testimony.  Now,  if  you  would  let  me  answer,  I  will  answer  

Mr.  Kennedy.  I  am  happy  to  let  you  answer. 

PSYCHOLOGICAL  CONSEQUENCES  OF  TERRORISM 

Mr.  Hauer  [continuing].  The  issue  about  psychological  con- 
sequences of  terrorism,  because  we  have  been  very  aggressive 
about  dealing  with  this  issue,  so  much  so  that  we  are  bringing 
some  of  the  leading  people  on  the  psychology  of  terrorism  into  my 
office.  Dr.  Ann  Norwood  from  the  Department  of  Defense,  who  has 
been  working  with  Bob  Ersano  who  has  published  widely  on  this 
issue,  is  joining  my  staff  on  Monday.  I  have  been  trying  to  get  Ann 
out  of  the  Army  and  to  come  on  board  for  some  time  now.  We  have 
held  numerous  conferences  with  the  media  and  with  the  psycho- 
logical community,  with  the  psychiatric  associations,  to  focus  on  the 
issue  of  this  psychology  of  terrorism. 

There  are  many  components  in  looking  at  the  psychology  of  ter- 
rorism, including  how  to  manage  the  worried  well  and  how  to  com- 
municate with  the  worried  well;  how  you  deal  with  the  over- 
whelming number  of  people  who  are  not  going  to  be  sick,  but  who 
are  going  to  demand  therapy.  All  of  that  is  part  of  a  bifurcated  ap- 
proach involving  both  the  psychology  and  the  media  of  dealing  with 
terrorist  events.  I  have  personally  worked  on  this  for  many  years, 
and  it  is  one  of  the  things  that  we  have  looked  at  as  a  key  compo- 
nent of  dealing  with  response  to  terrorism. 

We  have  also  established  a  benchmark  within  the  HRSA  guid- 
ance that  requires  State  and  local  governments  to  have  trained 
people  to  manage  the  psychological  consequences  for  both  adults 
and  kids  in  both  the  pre-  and  post-terrorist  event. 

Mr.  Kennedy.  Well,  I  appreciate  you  have  been  meeting  with  dif- 
ferent folks.  I  don't  pretend  to  think  that  you  haven't  thought 
about  it.  What  I  am  asking  specifically,  what  are  you  doing  about 
it?  And  if  you  have  a  whole  statement  and  you  read  it — and  I 
might  add  it  is  one  of  the  most  extensive  statements  I  have  heard 
anyone  read  before  any  committee  since  being  here — and  it  doesn't 
mention  it  at  all,  that  causes  some  concern  to  me. 

The  fact  that  you  just  gave  me  an  answer  which  says  you  have 
been  meeting  with  folks  and  you  think  that  it  is  a  problem,  but  you 
haven't  given  me  anything  other  than,  stating  that  States  are  going 
to  have  somebody  put  in  place  to  help  us  coordinate. 

Mr.  Hauer.  No,  I  didn't  say  we  have  been  meeting.  We  are  work- 
ing on  it,  and  I  would  be  happy  to  submit  to  you  all  the  things  that 
are  going  on  in  focusing  on  this  issue,  because  this  is  an  issue  we 
have  taken  seriously.  This  is  one  the  Secretary  clearly  has  had  as 
one  of  his  priorities.  It  is  one  of  the  one  

Mr.  Kennedy.  Well,  can  you  give  me  anecdotally  one  little  thing 
that  you  are  doing  in  this  area? 

Mr.  Hauer.  On  the  psychological,  yes. 

Mr.  Kennedy.  What  are  we  doing? 

Mr.  Hauer.  We  are  holding  and  developing  training  guidelines 
for  State  and  local  governments  so  that  they  understand  as  one  of 
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the  benchmarks  how  they  do  risk  communications.  The  risk  com- 
munications piece  of  managing  a  terrorist  event  is  going  to  be  one 
of  the  most  critical  components  of  managing  a  terrorist  event,  and 
the  way  you  do  risk  communications  has  a  significant  psychological 
overlay.  So  when  we  deal  with  risk  communications  and  the  devel- 
opment of  risk  communications,  we  have  the  members  of  the  psy- 
chological community  on  board,  and  that  is  one  of  the  reasons  Dr. 
Ann  Norwood,  instead  of  working  with  us  on  a  part-time  basis,  will 
be  coming  on  board  on  a  full-time  basis. 

Mr.  Kennedy.  Are  you  on  the  board  of  Homeland  Security? 

Mr.  Hauer.  No,  I  am  not.  Those  are  mostly  folks  from  outside 
of  government. 

Mr.  Kennedy.  But  you  must  have  an  interest  in  making  sure 
this  component  is  part  of  the  homeland  security  plan. 
Mr.  Hauer.  We — at  the  State  and  local  level? 
Mr.  Kennedy.  No.  At  the  Tom  Ridge  level. 
Mr.  Hauer.  Yes. 

Mr.  Regula.  Will  you  submit  additional  information  for  the 
record,  because  we  need  to  move  on. 
[The  information  follows:! 

MENTAL  HEALTH  COMPONENT 

For  the  Bioterrorism  Hospital  Preparedness  Program,  HRSA  is  including  Mental 
Health  as  a  priority  area  in  the  program  guidance  for  the  FY  2003  round  of  coopera- 
tive agreements.  Grantees  will  be  requested  to  define  which  hospitals  or  outpatient 
centers  will  provide  mental  health  services  appropriate  to  the  aftermath  of  a  ter- 
rorist incident.  They  will  also  be  asked  to  identify  available  behavioral  staff  who  are 
trained  in  incident  stress  management.  In  addition,  they  will  be  asked  to  develop 
and  disseminate  mental  health  messages  to  the  population  affected  by  a  terrorist 
attack. 

Within  the  new  Bioterrorism  Training  and  Curriculum  Development  program, 
which  begins  in  FY  2003,  one  focus  is  on  the  provision  of  continuing  education  and 
training  for  practicing  providers.  The  applicants  must  demonstrate  the  ability  to 
provide  training  to  a  comprehensive  range  of  health  care  professionals  in  an  entire 
state,  in  a  region  of  the  state,  or  in  a  multi-state  region  either  through  their  own 
efforts  or  through  partnerships.  The  targeted  trainees  this  program  is  designed  to 
address  include  both  hospital  and  community-based  health  care  providers.  Mental 
health  providers  will  be  one  of  the  targeted  health  professions. 

Mr.  Regula.  Mr.  Sherwood. 

Mr.  Sherwood.  Thank  you,  Mr.  Chairman,  and  I  commend  each 
of  you  for  your  efforts  to  protect  the  American  public  health,  and 
we  know  the  world  is  a  nasty  place,  but  I  think  we  will  find,  as 
we  have  to  rise  to  the  occasion,  that  the  American  public  will  suck 
it  up  and  perform  admirably. 

What  I  am  concerned  about,  that  you  will  commingle  funds  for 
bioterrorism  with  the  threats  that  Mother  Nature  throws  at  us — 
like  your  testimony  this  morning  mentioned  SARS  several  times — 
and  if  we  do  that,  we  may  not  be  sufficiently  prepared  to  respond 
to  very  real  bioterrorism  threats.  It  is  essential  that  our  bioter- 
rorism projects  be  managed,  I  think,  as  a  separate  and  identifiable 
program  so  that  we  can  track  the  funds  and  the  research  results. 

Is  there  a  separate  budget  and  distinct  account  for  bioterrorism 
projects,  or  are  the  bioterrorism  funds  handled  in  the  same  way  as 
other  public  health  research  funds? 
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MONITORING  AWARDED  FUNDS 

Mr.  Hauer.  No.  They  are — we  have  separate  accounts  for  track- 
ing the  bioterrorism  funds.  The  money  is  sent  to  the  States  and  the 
cities  through  separate  accounts.  They  are  not  commingled.  One  of 
the  things  that  we  wanted  to  ensure  and  one  of  the  Secretary's 
goals  was  to  ensure  that  we  showed  measurable  gains  in  our  coun- 
try's preparedness  for  dealing  with  the  health  and  medical  con- 
sequences of  bioterrorism. 

So  as  we  have  sent  the  money  out,  not  only  do  the  States  and 
cities  have  to  meet  the  benchmarks,  but  we  have  a  3-tiered  system 
of  oversight  that  allows  us  to  monitor  and  assess  what  they  have 
done,  whether  they  have  met  the  time  frames  that  they  said  that 
they  would  meet  and  to  ensure,  quite  candidly,  that  the  money  is 
not  being  used  to  substitute  for  other  kinds  of  public  health  pro- 
grams. 

Now,  having  said  that,  there  are  going  to  be  benefits  from  build- 
ing bioterrorism  preparedness  at  the  local  level: 

As  we  build  and  rebuild  the  public  health  structure  and  infra- 
structure to  better  prepare  for  bioterrorism,  it  will  obviously  have 
a  significant  impact  in  better  preparing  States  to  deal  with  any 
kind  of  emerging  infectious  disease. 

As  we  prepare  hospitals  to  deal  with  the  chemical  and  biological 
patients,  they  will  be  better  prepared  to  deal  with  mass  casualty 
incidents. 

So  I  think  there  are  secondary  benefits,  but  the  money  that  goes 
out  is  going  through  a  separate  pipe,  so  to  speak. 

Mr.  Sherwood.  I  agree  with  you  100  percent  that  there  is  ser- 
endipity here;  that  if  we  are  prepared  for  one,  we  will  be  prepared 
for  the  other.  But  I  am  on  the  Homeland  Security  Appropriations 
Committee,  and  it  is  so  important  now  that  we  focus  a  substantial 
amount  of  our  resources  in  that  regard,  and  in  all  the  things  we 
do  in  homeland  security,  it  is  so  easy  for  the  money  to  get  sucked 
up  in  general  operations. 

Do  you  have  one  person,  sort  of  like  a  bioterrorism  czar,  that  is 
ultimately  responsible  for  all  bioterrorism  research  at  HHS  so  that 
we  can  ensure  that  that  is  focused  and  accountable  for  the  overall 
results? 

Mr.  Hauer.  Well,  the  R&D,  the  research,  falls  under  NIH,  and 
they  work  collaboratively  with  CDC  and  with  DOD  to  look  at  how 
we  can  be  more  efficient  in  all  of  our  needs,  both  for  the  military 
and  the  civilian  side.  Elias. 

Dr.  Zerhouni.  Yes.  Actually  we  do  have — the  direct  answer  to 
your  question  is  there  a  single  person  with  a  budget  and  the  over- 
all oversight  for  programs  at  CDC.  At  NIH,  the  answer  is  no.  How- 
ever, the  mechanisms  that  we  have  put  in  place  in  terms  of  what 
you  just  heard  about,  interagency  coordination,  we  have  a  strategic 
plan  development  process  which  is  between  Secretary  Hauer,  Dr. 
Gerberding  and  Dr.  Fauci.  At  NIH  we  have  a  Trans-NIH  Bio- 
defense  Committee  which  is  chaired  by  Dr.  Fauci  that  involves  all 
of  the  institutes  in  all  aspects  of  the  biodefense  response,  including, 
Congressman  Kennedy — I  agree  with  you — psychological  bio- 
defense. Dr.  Tom  Insel,  who  is  the  head  of  the  NIMH,  is  actually 
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doing  a  lot  of  research,  not  just  in  posttraumatic  stress  disorder  but 
what  we  call  pretraumatic  stress  disorder. 

Mr.  Kennedy.  And  SAMHSA  is  not  getting  a  nickel  in  this  budg- 
et for  bioterrorism  response  and  they  are  the  lead  mental  health 
agency. 

Dr.  Zerhouni.  To  answer,  Congressman  Sherwood,  the  answer  is 
we  do  not  have  a  czar,  but  we  certainly  have  the  Secretary  of  HHS 
leading  a  very  small  group.  I  participate,  Dr.  Fauci  participates.  All 
of  us  participate.  And  all  of  the  budgets  for  biodefense  are  looked 
at  as  one  item  in  the  interactions  between  the  Department,  CDC, 
inside  the  Department  in  OMB. 

Mr.  Sherwood.  And  in  these  discussions  and  meetings,  do  you 
have  a  representative  from  the  Department  of  Homeland  Security? 

Dr.  Zerhouni.  The  Department  of  Homeland  Security,  we  have 
worked  extensively  with  them  during  the  preformation.  There  is  an 
Under  Secretary  for  Science  and  Technology,  and  we  have  a  memo- 
randum of  understanding  with  the  Department,  whereby  that  per- 
son will  be  the  key  coordinator  with  all  of  HHS's  activities. 

Mr.  Sherwood.  If  you  study  the  world  a  little  bit  today,  it  ap- 
pears that  it  is  not  if  we  are  going  to  have  to  respond  to  bioter- 
rorism but  when.  And  I  know  that  your  research  is  impeccable,  but 
I  am  concerned  about  the  ability  to  get  it  down  to  the  first  respond- 
ers. 

Mr.  Regula.  Dr.  Weldon. 

Mr.  Weldon.  Thank  you,  Mr.  Chairman. 

Secretary  Hauer,  about  a  year  ago  I  saw  an  article  published  in 
Science  which  was  funded  by  the  Federal  Government  through 
DARPA  on  how  to  use  off-the-shelf  products  to  synthesize  polio 
virus.  And  you  are  funding  a  lot  of  research,  NIH  is  funding  a  lot 
of  research.  I  would  imagine  that  some  of  this  research  is  providing 
information  that  we  may  actually  not  want  published.  When  you 
issue  these  research  grants,  do  you  sign  any  restrictions  with  the 
researchers,  and  is  that  an  issue?  Because  I  know  in  academic  re- 
search, it  is  publish  or  perish;  and  so  how  do  you  get  quality  re- 
searchers to  do  research  that  you  cannot  allow  them  to  publish? 

Mr.  Hauer.  There  was  a  very  lively  debate  about  that  article  you 
are  talking  about.  I  remember  it  well.  And  I  will  ask  Dr.  Zerhouni 
to  address  the  

Dr.  Zerhouni.  Dr.  Fauci  really  has  worked  on  this  issue. 

PUBLISHING  RESEARCH  PAPERS 

Mr.  Weldon.  I  would  love  to  hear  what  you  have  to  say,  Dr. 
Fauci.  Great  to  see  you  again,  by  the  way;  and  all  of  you,  you  have 
been  here  a  lot  lately. 

Dr.  Fauci.  Indeed.  You  bring  up  a  very  good  point.  That  article 
regarding  the  synthesis  of  the  polio  vaccine — excuse  me,  the  polio 
virus — from  scratch  really  galvanized,  I  think,  a  lot  of  productive 
discussion  at  the  NIH,  at  the  CDC,  and  among  the  academic  com- 
munity. The  general  feeling  is  that  when  you  think  in  terms  of 
basic  research  in  microbiology,  that  transparency  and  openness  the 
way  this  situation  was  is  the  right  way  to  go.  But  we  need  to — and 
we  are  working  through  the  National  Academy  of  Sciences  as  well 
as  the  editors  of  the  top  journals,  the  scientific  journals — Nature, 
Science,  PNAS,  et  cetera — to  create  what  we  call  a  more  height- 
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ened  culture  of  responsibility  so  that  people  actually  think  about 
what  the  ultimate  implications  for  a  particular  experiment  are. 

Thus  far  on  close  examination  with  the  National  Academy  of 
Sciences'  appointed  committee,  this  particular  paper  and  related- 
type  research  was  looked  at  very  carefully,  and  it  was  felt  that  it 
is  likely  that  this  research  probably  would  have  gone  on  anyway, 
because  the  amount  of  knowledge  that  was  gained  for  people  to  be 
able  to  do  countermeasures  far  outstrips  the  difficulty  that  would 
occur  of  an  individual  getting  ahold  of  that  information  and  using 
it  against  us. 

So  your  point  is  well  taken.  We  need  to  heighten  our  degree  of 
responsibility,  but  thus  far  we  don't  see  any  reason  to  restrict  or 
classify  research,  at  least  as  it  occurs  at  the  level  of  the  National 
Institutes  of  Health. 

With  regard  to  the  publication,  they  have  now  formed  again, 
under  the  auspices  of  a  group  of  journal  editors,  a  committee  that, 
at  least  when  reviewers  or  journals  flag  something  that  looks  like 
it  might  possibly  have  something  that  need  not  be  fully  published, 
it  would  then  go  to  that  committee  to  be  examined  and  a  group  of 
people  would  make  a  determination  about  it. 

Mr.  Weldon.  Well,  thank  you  very  much.  I  am  very  pleased  to 
hear  that  the  academic  community  and  the  research  community 
and  people  at  NIH  are  taking  this  issue  very  seriously.  I  would  love 
to  get  into  this  more  with  you,  but  I  think  I  only  have  a  minute 
and  a  half  left,  and  I  have  to  go  to  another  hearing. 

Thank  you,  Mr.  Chairman.  I  yield  back. 

Mr.  Regula.  Thank  you.  We  are  going  to  have  another  round  of 
questions.  I  have  a  couple,  but  first  I  would  yield  to  Mr.  Wicker  for 
a  brief  question. 

SEVERE  ACUTE  RESPIRATORY  SYNDROME 

Mr.  Wicker.  Thank  you,  Mr.  Chairman. 

Dr.  Gerberding,  I  want  to  ask  you  about  SARS.  You  mentioned 
it  a  couple  of  times  in  your  testimony.  In  your  opinion,  is  there  a 
way  for  a  terrorist  or  an  evil-doer  to  use  the  SARS  virus  against 
the  American  public? 

Dr.  Gerberding.  I  think  there  is  a  way  to  use  the  SARS  virus, 
because  it  is  a  contagious  virus  and  it  spreads  very  quickly.  It 
would  not  be  a  very  likely  choice  of  a  terrorism  agent  because  it 
does  not  have  a  very  high  lethality  compared  to  something  like 
smallpox  or  botulism  or  anthrax.  And  certainly  when  it  emerged, 
we  kept  a  very  open  mind  about  the  possibility  that  it  was  inten- 
tional and  not  a  naturally  acquired  situation.  All  of  the  information 
we  have  right  now  suggests  it  is  in  fact  a  naturally  emerging  prob- 
lem. 

But,  you  know,  any  infectious  disease  that  is  transmitted  effi- 
ciently in  a  population  and  causes  disease  and  concern  is  conceiv- 
ably an  agent  of  terrorism,  and  when  you  look  at  already  the  eco- 
nomic consequences  from  SARS,  that  is  a  part  of  terrorism  as  well. 

Mr.  Wicker.  Indeed  it  is. 

Dr.  Gerberding.  It  does  have  many  of  the  criteria  that  would 
qualify  as  a  potential  threat. 

Mr.  Wicker.  How  many  people  have  contracted  SARS?  How 
many  people  have  died  of  SARS?  And  how  are  we  going  to  in  a 
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global  economy,  in  a  situation  where  there  is  so  much  travel  by  air 
as  well  as  boat  and  whatever,  how  are  we  going  to  keep  it  out  of 
the  United  States? 

Dr.  Gerberding.  This  is  a  big  challenge.  I  don't  have  today's 
SARS  figures  because  I  just  flew  in  on  the  red-eye  but  as  of  yester- 
day, there  were  approximately  2,600  cases  of  SARS  in  the  world, 
and  globally  WHO  is  reporting  89  deaths  yesterday. 

I  suspect  that  that  still  represents  underreporting,  because  we 
are  not  getting  complete  information  out  of  China,  although  we  are 
getting  much  more  information  this  week  than  we  had  in  the  ear- 
lier stages  of  the  outbreak. 

Containment  right  now  does  not  rely  on  a  vaccine,  because  it  will 
take  us  at  least  a  year  to  have  something  along  those  lines.  We 
don't  have  a  treatment  for  this,  so  containment  really  resides  on, 
number  one,  detecting  everybody  who  has  it  and  isolating  them  so 
they  don't  spread  it;  and  secondly,  alerting  clinicians,  alerting  trav- 
elers, alerting  household  contacts,  to  the  kinds  of  things  they  need 
to  do  to  protect  themselves  from  acquiring  it  if  they  are  in  contact. 

In  places  where  we  have  the  advantage  of  recognizing  a  case 
early  and  using  those  precautions,  we  do  seem  to  have  success  with 
containment.  In  the  United  States,  for  example,  where  yesterday 
we  had  148  cases,  5  of  them  involved  household  contacts;  3  of  them 
involved  healthcare  workers.  But  that  is  a  very  low  spread  to  the 
household  contacts  and  healthcare  workers  compared  to  the  situa- 
tion in  Hanoi,  for  example,  where  1  patient  was  the  source  of  infec- 
tion in  56  percent  of  the  healthcare  workers  that  they  had  any  con- 
tact with  in  the  hospital  where  they  weren't  using  these  contain- 
ment procedures.  Containment  under  the  best  circumstances  does 
seem  to  work. 

But  you  brought  up  the  very  important  point  that  primarily  this 
is  a  disease  being  spread  by  travelers  and  in  close  communities, 
and  global  travel  is  the  reason  why  we  have  cases  in  so  many  coun- 
tries everywhere  in  the  world.  Things  that  might  help  the  contain- 
ment beyond  just  identification  and  isolation  include  seasonality. 
Most  respiratory  viruses  come  and  go.  They  are  the  strongest  in 
the  winter  seasons.  They  die  back  in  the  summer.  So  that  can  help 
in  a  given  area  to  buy  some  time  so  that  we  will  be  able  to  antici- 
pate next  year's  cycle  and  respond  more  quickly.  And  the  problem 
with  that,  of  course,  is  that  what  is  winter  here  is  summer  in  the 
southern  hemisphere  and  vice  versa,  so  as  this  emerges  in  the 
southern  hemisphere,  that  is  not  going  to  help  it  from  the  global 
perspective. 

Bottom  line,  this  is  a  big  challenge.  We  don't  know  where  it  is 
going.  It  is  very  early.  We  are  very  encouraged  about  how  quickly 
CDC  and  the  other  scientists  have  been  able  to  find  the  virus  and 
identify  tests  for  infection  and  so  forth,  but  we  have  got  a  long  way 
to  go  to  understand  where  it  is  going  to  spread  and  what  we  need 
to  do  about  it. 

Mr.  Wicker.  Thank  you. 

Mr.  Regula.  Mrs.  Northup. 

Mrs.  Northup.  Thank  you.  I  wondered  about  the  coordination 
between  the  health  community  and  the  Intelligence  Community.  As 
I  listen  to  you  all  itemize  the  different  challenges  that  we  face, 
both  biologically  and  chemically,  it  occurs  to  me  that  there  might 
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be  some  that  emerge  that  I  assume  the  security — the  Intelligence 
Community  would  be  the  first  to  know  about,  and  I  wondered  how 
close  the  relationship  is  there. 

Dr.  Gerberding.  I  can  start  from  a  CDC  perspective,  because  I 
want  to  say  something  very  positive  about  Secretary  Hauer  and  the 
Department,  in  that  they  have  put  a  strong  emphasis  on  being  an 
integrative  point  for  intelligence  from  the  various  agencies  that 
have  intelligence  and  then  very  quickly  turning  that  around  to  the 
public  health  community  so  that  we  can  distribute  it  to  our  part- 
ners. But  also  at  CDC  in  the  last  year  we  have  created  positions 
for  FBI  agents.  We  have  an  active  FBI  agent  on  site  at  CDC.  We 
have  an  FBI  analyst  who  reads  all  of  the  intelligence  coming  in 
every  morning  and  turns  it  around  into  a  report  that  I  can  under- 
stand. 

As  Secretary  Hauer  said,  we  are  getting  security  clearance  for 
health  officers  in  States  so  that  we  can  share  classified  information 
with  them  before  it  is  available  for  common  distribution  in  the 
press  and  so  forth. 

It  is  a  challenge  to  take  what  has  been  a  very  open  culture  of 
academia  and  healthcare  and  add  this  additional  element  into  it  to 
be  equipped  to  deal  with  the  intelligence  information.  And  we  are 
evolving  very  quickly  to  manage  it,  but  I  think  we  have  got  the  in- 
frastructure and  the  access  to  that  information  now  more  than  we 
ever  had  before. 

And  I  will  just  add  that  we  have  a  CDC  employee  who  is  on  de- 
tail to  the  FBI  in  Washington,  and  we  are  doing  joint  training  with 
the  FBI  and  public  health  officials  around  the  country  to  learn  how 
to  investigate  together,  learn  each  other's  culture,  and  go  through 
actual  scenarios  of  practicing  how  we  would  share  information, 
what  we  can  share,  what  we  can't  share,  and  how  to  protect  the 
chain  of  evidence  and  still  protect  human  lives. 

Mrs.  Northup.  As  my  constituents  pick  up  the  paper,  turn  on 
the  television,  they  are  most  likely  confronted  with  challenges  that 
they  have  never  worried  about.  They  have  certainly  heard  about 
smallpox,  because  historically  smallpox  was  a  challenge,  but  cer- 
tainly they  haven't  in  their  lifetime  worried  about  having  it. 

But  then  there  are  new  names,  like  ricin  and  things  that  we  find 
out  are  in  a  London  apartment,  that  no  one  has  ever  gone  to  sleep 
thinking  about  that  might  be  a  challenge  to  their  health.  And 
sometimes  that  could  create  the  impression  that  maybe  there  are 
1,000  more  things  that  are  actually  threatening  their  good  health 
that  they  don't  even  know  about. 

What  sort  of  level  of  reassurance  can  we  give  constituents,  our 
constituents,  about  the  challenges  of  bioterrorism,  chemicals  and 
biological  agents,  in  terms  of  just — do  we  have  a  good  catalog  of 
what  challenges  us,  and  do  we  have  a  pretty  good  and  sophisticated 
system  for  addressing  those  challenging — and  is  that  reassuring,  or 
should  it  terrify  them? 

Mr.  Hauer.  I  think  there  has  been — first,  let  me  follow  on  to 
Julie's  point  about  our  communications  with  the  Intelligence  Com- 
munity. I  will  be  very  brief  about  this.  Every  morning  the  Sec- 
retary and  I  get  briefed  by  somebody  from  the  CIA  who  does  the 
same  briefing  for  us  that  the  President  gets  every  morning.  If  I  see 
anything  in  the  briefing  that  is  of  significance  that  really  is  emerg- 
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ing  quickly,  I  will  call  Dr.  Gerberding  right  away  to  let  her  know. 
But  my  staff  every  morning  does  a  secure  videoconference  with  the 
CDC  staff  at  10:00  a.m.,  because  we  have  a  7:00  a.m.  secure  video- 
conference  with  the  whole  Intelligence  Community  that  is  run  by 
a  member  of  my  staff. 

I  now  have  2  people  on  staff  who  are  detailed  from  the  CIA.  One 
of  them  is  a  fairly  senior  level  who  is  a  rep  from  the  DCI,  and  I 
have  also  brought  on  board  a  retired  FBI  agent  who  ran  the  FBI's 
counterterrorism  unit,  Bob  Blitzer.  So  we  have  developed  very  good 
linkages  with  both  the  Intelligence  Community  and  with  the  law 
enforcement  community. 

As  far  as  your  concerns  about  the  agents,  one  of  the  things  that 
we  continue  to  do  from  both  an  intelligence  focus  and  in  looking 
just  broadly  at  the  types  of  things  that  are  available  to  the  public 
is  try  and  assess  what  chemical,  biological,  and  radiological  agents 
pose  the  greatest  threat,  and  we  have  basically  a  matrix  that  has 
been  developed  of  chemical  agents  and  biological  agents. 

I  know  one  of  the  things  that  NIH  is  doing  is  trying  to  look  at 
what  the  countermeasures  are,  because  there  are,  particularly  for 
chemicals,  a  number  of  them  that  we  simply  don't  have  antidotes 
to.  There  is  cyanide  and  the  organophosphates.  Sarin  and  VX  are 
2  we  do  have  antidotes  for.  But  things  like  Phosgene, 
methylisocyanate,  and  some  of  the  other  really  bad  chemicals  that 
are  available  out  in  the  general  community  that  are  manufactured 
throughout  the  country  are  things  we  are  continuing  to  get  infor- 
mation out  as  we  see  concerns  about  them. 

CDC,  after  the  discovery  of  ricin  in  London,  had  information  on 
their  Web  site  within  about  24  hours  so  that  the  medical  commu- 
nity, as  they  got  questions,  had  a  resource  to  go  to  to  focus  on  ricin. 

But  we  have  got  a  pretty  good  sense  of  what  the  threat  agents 
are,  what  we  need  to  be  prepared  for.  And  one  of  the  beauties  of 
BioShield  is  that  BioShield  will  rapidly  allow  us  to  take  some  of 
the  threat  agents  that  we  don't  have  countermeasures  for  and  put 
money  into  development  on  R&D  right  away  to  try  and  develop 
countermeasures  for  them. 

Mrs.  Northup.  Thank  you. 

Mr.  Regula.  Mrs.  Lowey. 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman.  And  as  a  segue  to  my 
question,  with  great  respect  for  my  colleagues,  I  just  wanted  to  re- 
spond to  your  comment  to  Mr.  Sherwood.  My  feeling  is  that  the  epi- 
demiologists, the  nurses,  the  physicians,  the  labs,  all  the  proce- 
dures that  are  in  place  should  get  every  dollar  they  need.  And  I 
know  it  is  very  difficult  to  distinguish  the  work  that  has  to  be  done 
to  deal  with  an  outbreak  of  flu,  an  outbreak  of  SARS,  whether  it 
is  going  into  the  bioterrorism  account  or  another  account.  So  from 
this  member's  point  of  view,  I  want  to  know  exactly  what  you  need 
to  function  at  the  top  level,  whether  it  is  keeping  us  safe  from  flu 
or  HIV  or  a  bioterrorism  attack  or  anything  else,  and  I  personally 
appreciate  everything  you  are  doing  and  I  want  to  know  exactly 
what  you  need. 

Which  leads  me  to  my  question  about  hospitals.  And  I  guess  I 
should  direct  it  to  Dr.  Duke.  We  all  know  that  hospitals  are  a  key 
component  in  our  first  responder  system,  and  in  the  midst  of  pre- 
paring for  a  nuclear,  biological,  or  chemical  attack.  However,  I  am 
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very  concerned  that  their  efforts  will  really  be  stunted  by  the  ad- 
ministration's budget. 

A  couple  of  numbers,  as  you  all  know  but  to  repeat  for  the 
record.  Today  the  Federal  Government  has  obligated  $643,000,000 
to  hospitals  for  bioterrorism  preparedness  activities,  of  which  only 
$125,000,000  has  been  released.  To  put  this  in  perspective,  of  the 
$125,000,000  provided  in  fiscal  year  2002,  hospitals  outside  of  New 
York  City,  with  the  exception  of  regional  resource  centers,  have  re- 
ceived $10,000  apiece. 

Although  we  don't  know  yet  how  the  $518,000,000  in  fiscal  year 
2003  will  be  divvied  up,  if  the  money  is  distributed  according  to  the 
fiscal  year  2002  formula,  the  State  will  receive  $18,000,000. 

New  York  State's  hospitals  have  already  spent  almost 
$500,000,000  on  bioterrorism  preparedness,  and  I  would  guess  the 
States  have  experienced  the  same  phenomenon.  They  have  identi- 
fied more  than  $1,000,000,000  in  additional  needs,  and  I  don't  say 
we  should  continue  to  be  a  cash  cow,  but  I  want  to  be  sure  we  are 
responsive  to  their  needs. 

Now,  the  2004  budget  provides  another  $518,000,000  for  hospital 
preparedness,  but  in  my  judgment,  in  talking  to  professionals  in 
my  State,  that  is  not  enough.  The  hospitals  need,  you  know,  show- 
ers, decontamination  units,  extra  beds,  better  trained  staff.  They 
need  isolation  rooms,  robust  computer  systems,  the  ability  to  detect 
atypical  disease  outbreaks. 

Yet  we  are  asking  hospitals  to  take  on  greater  responsibilities. 
The  Federal  Government  is  reducing  Medicare  payments  and  not 
adequately  helping  hospitals  cover  the  rising  costs  of  caring  for  the 
uninsured. 

So  this  is  why  I  think  this  is  also  interconnected  and  we  have 
to  be  real.  We  can't  pretend  that  we  have  3  separate  columns  here. 
Is  the  administration  currently  looking  at  the  larger  issues  that  are 
facing  our  hospitals  as  it  asks  them  to  take  on  greater  responsi- 
bility? How  can  hospitals  be  a  key  player  in  our  first  responder 
team  without  the  additional  funding  that  they  truly  need? 

Dr.  Duke.  Obviously  we  are  very  concerned  about  the  health  of 
our  hospitals,  and  you  are  accurate,  and  those  statistics  are  pret- 
ty— are  quite  current,  that  it  is  a  rather  slow  pattern  of  outlay  of 
the  funds.  But  there  are  some  sensible  reasons  for  that,  that  I 
think  you  will  see  a  much  more  rapid  outlay  of  those  funds.  When 
you  start  a  new  program,  one  of  the  first  things  you  do  is  an  as- 
sessment: What  do  you  need  to  fix,  and  what  does  it  take  to  fix  it? 
And  so  we  have  had  a  concentration  on  that  kind  of  planning.  I 
think  States,  like  the  Federal  Government,  have  somewhat  con- 
voluted processes  for  getting  things  like  procurements  done  and 
personnel  hired,  and  we  all  as  bureaucrats  recognize  that  those 
sometimes  can  slow  things  down. 

So  one  of  the  things  I  think  that  is  most  encouraging  is  that  we 
are  now  seeing  the  hiring  of  people  and  the  retention  of  some  really 
outstanding  people  in  the  States  carrying  out  these  responsibilities 
and  that  the  procurement  processes  are  now  moving  ahead.  So  I 
think  you  are  going  to  see  a  much  more  rapid  outlay. 

And  also  the  emphasis  in  the  second  year  is  more  on  getting 
those  plans  implemented,  and  we  have  made  a  tremendous  effort 
to  do  that.  Specifically,  we  have  actually  asked  the  States  to  come 
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in  and  ask  for  part  of  their  2003  money  in  advance  of  the  actual 
grant  process.  We  put  a  note  out  last  week  from  the  Secretary  to 
the  Governors,  making  it  clear  that  we  would  release  up  to  20  per- 
cent of  the  2003  money  now  to  help  with  a  variety  of  problems — 
vaccination  for  smallpox,  retention  of  personnel  that  they  have 
hired  that  they  might  need  some  help  in  keeping  until  they  get 
their  2003  money  in  August,  acceleration  of  their  programs.  So  we 
have  actually  tried  to  meet  some  of  the  immediate  needs  and  we 
have  done  that  on  an  expedited  basis.  They  don't  have  to  do  a  big 
fancy  approach.  They  just  need  to  come  in  with  a  very  short-form 
budget  that  says  this  is  what  we  need,  and  we  stand  ready  to  get 
that  out  and  we  will  do  that  within  3  weeks. 

HOSPITAL  SURGE  CAPACITY 

Mr.  Hauer.  Let  me  also  add  that  a  couple  of  the  things  that  we 
are  trying  to  approach  in  the  grant  process  is  when  you  talk  about 
surge  capacity,  which  is  an  absolutely  critical  issue,  surge  capacity 
involves  3  components:  beds,  personnel,  and  equipment.  And  what 
we  are  trying  to  do  and  one  of  the  things  that  we  have  done 
through  the  grant  process  is  focused  on  a  regional  approach.  Not 
every  hospital  needs  a  decon  shower,  but  if  you  focus  on  a  regional 
approach,  resources  can  be  shared  and  moved  around. 

In  New  York  City  in  the  years  I  spent  there  as  the  commissioner, 
we  didn't  put  or  think  of  having  decon  showers  in  every  hospital, 
didn't  see  the  need  for  it,  because  you  are  going  to  want  some  hos- 
pitals that  you  don't  bring  contaminated  patients  to.  You  are  going 
to  want  to  have — you  know,  we  are  going  to  have  3,000  EMS  calls 
a  day,  despite  the  fact  that  you  have  a  regular  chemical — or  a 
chemical  terrorist  incident.  So  you  have  got  to  maintain  your 
healthcare  capacity  even  though  you  have  had  a  terrorist  incident. 

So  this  regional  approach  has  been  very  key  and  underpins  a  lot 
of  what  we  are  trying  to  do  at  the  local  level,  trying  to  focus  on 
what  equipment  to  buy,  on  how  to  develop  surge  capacity.  For  this 
next  round  of  grants  we  are  increasing  surge  capacity  to  handle  ac- 
tually ill  patients  from  500  patients  to  500  per  million  population, 
whichever  is  greater. 

And,  finally,  the  issue  of  the  $10,000  for  hospitals  is  not  ours. 
What  has  happened  is  the  States  have  determined  how  that  initial 
grant  money  went  out  to  their  hospitals.  We  did  not  dictate.  Again, 
we  tried  to  let  the  States  have  a  lot  of  flexibility. 

One  of  the  things  we  are  going  to  be  looking  at  in  this  next  round 
of  grants  is  we  are  going  to  ensure  that  we  certainly  understand 
that  the  States  had  to  buy  a  lot  of  infrastructure  and  laboratory 
capacity  and  information  technology  with  the  first  round;  but  the 
second  round,  a  lot  of  that  has  already  been  purchased.  So  a  lot 
more  money  should  be  flowing  out  to  both  city  and  county  health 
departments,  and  a  lot  of  the  hospitals  should  be  seeing  it,  and  we 
will  be  monitoring  that  as  part  of  our  process. 

Mrs.  LOWEY.  Thank  you  for  your  generosity.  Thank  you  very 
much. 

Mr.  Regula.  Yes.  One  thing  I  want  to  come  back  to  with  all  of 
you  is  accountability,  because  we  are  going  to  put  a  lot  of  money 
out  there,  and  we  want  to  have  some  assurance  that  we  are  getting 
results.  But  I  will  wait  until  we  finish  the  questioning. 


599 


Mr.  Sherwood. 

HOMELAND  SECURITY  ACT 

Mr.  Sherwood.  Thank  you,  Mr.  Chairman. 

I  would  like  to  return  to  the  homeland  security  part  of  this  dis- 
cussion, and  if  you  will  forgive  me,  the  Homeland  Security  Act  re- 
quires that  the  Department  of  Homeland  Security  develop  in  con- 
sultation with  other  appropriate  executive  agencies  a  national  and 
strategic  plan  for  identifying  priorities,  goals,  objectives  and  poli- 
cies for  and  coordinating  the  Federal  Government  civilian  efforts  to 
identify  and  develop  countermeasures  to  chemical,  biological,  radio- 
logical, nuclear  and  other  emerging  terrorist  threats,  including  de- 
finable goals,  measurable  objectives. 

I  am  still  concerned  that  the  Department  of  Homeland  Security 
is  not  a  part  of  your  bioterror  planning  committee  and  I  

Mr.  Hauer.  Our  bioterrorism  planning  

Mr.  Sherwood.  Yes. 

Mr.  Hauer.  Well,  Mike  Byrne  sits  in  on  pretty  much  all  of  our 
meetings.  This  afternoon  I  will  be  spending  2  hours  at  the  White 
House  with  the  Homeland  Security  folks,  with  DOD,  and  our  folks 
in  the  VA.  We  bring  Homeland  Security  in  on  pretty  much  all  the 
issues  that  we  feel  they  need  to  be  part  of. 

The  R&D  piece  is  still  being  worked  out.  How  Dr.  McCrery's  shop 
and  Parni  Albright's  shop  is  going  to  interact  with  our  research 
folks  is  one  that  is  evolving,  because  there  is  a  checkoff  that  has 
to  be  done  by  the  Department  of  Homeland  Security.  But  as  far  as 
planning,  I  feel  very  comfortable  that  they  have  been  very  involved 
in  our  plans  and  sit  in — you  know,  we  have  them  sit  in  on  many 
of  our  meetings.  They  certainly  have  been  welcome  to  sit  in  on  all. 
But  all  the  plans  we  have  put  together  from  smallpox  to  botulinum, 
they  have  been  in  the  planning  meetings.  We  had  a  whole  series 
of  botulinum  planning  meetings,  and  Homeland  Security  sat  in  on, 
I  think,  pretty  much  every  one  of  them. 

Mr.  Sherwood.  Thank  you. 

Mr.  Chairman,  for  the  record,  could  we  ask  them  to  provide  a  list 
of  all  the  bioterrorism  projects  being  funded  in  2003  and  2004,  in- 
cluding a  brief  description  of  the  research,  the  name  and  affiliation 
of  the  researcher,  and  the  schedule  for  completion  of  the  work  prod- 
uct? 

Thank  you  very  much. 

Mr.  Hauer.  I  would  be  happy  to  provide  that. 
Mr.  Regula.  Thank  you. 
[The  information  follows:] 
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CDC  RESEARCH  PROJECTS  ON  BIOTERRORISM 
NCID's  Office  of  Extramural  Research 

In  FY  2003  the  Office  of  Extramural  Research  will  fund  investigator-initiated  research 
grants  (R01  and  R21  mechanisms)  for  research  in  biodefense  and  emerging  infectious 
diseases.  Eligible  applicants  include  for-profit  or  non-profit  organizations,  public  or 
private  institutions,  and  other  eligible  applicants.  Applications  received  in  response  to 
the  announcement  will  be  peer  reviewed  for  scientific  merit  by  the  NTH  Center  for 
Scientific  Review  in  July  2003.  The  selection  of  proposals  recommended  for  funding 
will  be  made  in  August  by  a  CDC  secondary  review  committee. 

In  FY  2004,  the  OER  will  fund  new  starts  in  research  in  biodefense  and  emerging 
infectious  diseases.  Final  funding  decisions  won't  be  made  until  well  into  FY  2004. 

Anthrax  Vaccine  Research  Program  (AVRP) 

AVRP  Human  Clinical  Trial  Sites: 

Mayo  Vaccine  Center  -Dr.  Greg  Poland 

Baylor  College  of  Medicine  -  Dr.  Wendy  Keitel 

Walter  Reed  Army  Institute  of  Research  -  Dr.  Janiine  Babcock 

University  of  Alabama  at  Birmingham  -  Dr.  Mark  Mulligan 

Emory  Vaccine  Center  -  Dr  Harry  Keyserling 
Description  of  the  Research: 

We  initiated  a  human  clinical  trial  of  Anthrax  Vaccine  Adsorbed  (BioThrax  or  AVA, 
BioPort  Corp)  to  assess  route  change  and  dose  reduction: 

o    To  date,  5  sites  have  enrolled  1223/1560  (78%)  of  total  volunteers,  we 

expect  full  enrollment  by  July  2003 
o    Interim  analysis  will  be  presented  to  FDA  Sept  04  -  Goal  is  to  drop  Dose  2 

and  change  to  intramuscular  route  of  administration 
o    Final  analysis  will  be  presented  to  FDA  Apr  07  -  Goal  is  to  drop 

additional  doses  from  primary  regimen  and  reduce  frequency  of  boosters 

Non-human  Primate  Study: 

Battelle  Memorial  Institute  -  Dr.  Jim  Estep 

Emory  Vaccine  Center  -  Dr.  Denyse  Levesque 
Description  of  the  Research: 

We  developed  non-human  primate  (NHP)  studies  to  determine  correlates  of  protection 
against  inhalational  anthrax  and  to  support  the  objective  of  dose  reduction  in  human 
clinical  trial: 

o  Animals  vaccinated  by  similar  regimens  as  in  human  study,  challenged  at 
12,  30  and  42  months  post  vaccination  with  200LD50  B.  anthracis  Ames 
strain  equivalents 

o  NHP  challenge  experiments  began  in  March  2002;  final  data  expected  by 
FY05 
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Correlates  of  Protection  Study: 
Emory  Vaccine  Center  -  Dr.  Robert  Mittler 
Battelle  Memorial  Institute  -  Dr.  Carol  Sabourin 
Description  of  the  Research: 

o    We  developed  serologic  assays  to  assess  human  and  animal  immune 
response  to  anthrax  vaccine.  The  specimens  are  obtained  from  the  studies 
described  above.  Data  from  this  study,  expected  at  interim  analysis  in 
Sept  04  and  final  analysis  in  Sept  07  will  determine  whether  a  person  is 
protected  by  AVA,  when  protection  is  achieved  and  its  duration. 

The  AVRP  studies  have  been  endorsed  by  Institute  of  Medicine  Committee  for  CDC 
Anthrax  Vaccine  Safety  and  Efficacy  Plan  in  its  October  15th  2002  Report.  The  benefits 
of  this  research  extend  to  the  military  and  civilian  community: 

o    Human  clinical  trial  will  help  optimize  the  use  of  the  current  vaccine, 
reduce  side  effects,  and  increase  its  acceptability  among  vaccine  recipients 

o    Studies  will  provide  understanding  about  correlates  of  protection  that  will 
extend  to  the  second  generation  anthrax  vaccines 

Improved  Environmental  Sampling  Methods  for  Bioterrorism  Response 
Investigation 

The  objective  of  this  program  is  to  expand  our  capacity  to  employ  environmental 
sampling  methods  in  bioterrorism  emergency  response  investigations.  Various 
techniques  including  surface  sampling  (i.e.,  wipe,  swab,  and  vacuum),  air  sampling 
(i.e.,  culturable  and  non-culturables),  and  bulk  sampling  for  bioterrorism  agents  will 
be  evaluated.  These  comparisons  will  be  completed  using  surrogate  agents  in 
chamber-based  studies  in  cooperation  with  established  BT  research  facilities. 
Analytical  services  will  be  provided  by  an  accredited  laboratory  with  significant 
microbiological  expertise.  Chamber  studies  allow  application  of  known  particle 
density  to  a  variety  of  surfaces  (and  in  the  air)  so  that  sampling  methodologies  can  be 
evaluated  for  sensitivity,  specificity,  and  recovery  efficiencies  can  be  determined  for 
each  phase  of  the  process. 

Bio-aerosol  research 

(Anticipated)  In  late  FY  2002,  NIOSH  received  funds  to  conduct  research  to  improve 
CDC's  preparedness  for  response  to  bioterrorist  attacks.  Building  on  the  experience 
gained  through  response-activities  related  to  the  criminal  release  of  anthrax  spores 
into  the  US  Postal  System,  and  the  subsequent  contamination  of  buildings,  expert 
panels  were  assembled  to  help  identify  critical  topics  for  public  health  research.  Two 
prominent  topics  for  research  were  identified  as  quantitatively  identifying  the  fate  of 
microbial  particles  in  buildings  through  aerosol  dispersion  testing  and  modeling,  and 
understanding  the  risk  of  re-aero solization  and  subsequent  disease  from  particles  on 
that  have  been  deposited  on  surfaces  within  buildings.  This  project  will  fill  critical 
gaps  in  knowledge  in  these  two  areas. 
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BT-Emergency  Responder  Respirator/Personal  Protectioa 

This  project  fulfills  mandated  NIOSH  responsibilities  through  the  testing  and 
qualification  of  CBRN  respirators  to  NIOSh  approval  requirements;  product  and 
manufacturing  site  quality  audits;  and  enhancements  to  the  NIOSH  respirator 
certification  programs  and  laboratories.  Related  activities  include  respirator 
certification,  quality  assurance  audits,  health  hazard  evaluations,  providing  technical 
assistance,  enhancing  laboratory  capabilities  and  qualifications,  and  coordinating 
support  services  among  federal  and  private  sector  organizations  to  achieve  these 
objectives.  Additionally,  this  project  supports  counter-terrorism  and  national 
preparedness  by  expeditiously  incorporating  technological  advancements  into 
national  consensus  standards. 

BT-Standards  Development  for  Respiratory  Protection  Equipment 

Unlike  industrial  environments  where  hazards  are  characterized  and  controlled  and 
respirators  appropriately  selected  or  battlefield  conditions  where  respirators  are 
designed  to  perform  at  defined  threat  levels,  hazards  at  a  terrorist  event  are  normally 
unknown  and  uncontrolled.  Hazards  at  a  terrorist  event,  limited  only  by  the 
imagination  of  the  terrorist,  include  chemical,  biological,  radiological  and  nuclear 
toxic  materials  disseminated  by  explosion,  aerosol  spray,  liquid  spill,  or  evaporation. 
Respirators  currently  used  by  responders  are  not  designed  or  tested  to  the  extreme 
conditions  possible  at  a  terrorist  event. 

National  Immunization  Program  Studies 

•  Anthrax  Vaccine  Absorbed  (AVA)  study  at  the  Mayo  Clinic  to  address  human 
reactogenicity  and  immunogenicity  trial  for  changes  in  route  of  administration 
and  doses 

•  Anthrax  Long  Term  Follow-up  Study  with  GSA/Westat 

•  Study  late  onset  effects  from  anthrax  vaccination 

•  Clinical  Immunization  Safety  Assessment  (CISA)  to  fund  2  research  studies 

•  Project  for  vaccine  safety  with  Northern  California  Kaiser  (NCK) 
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PLANNED  FY  2003  AND  FY  2004  BIODEFENSE  INITIATIVES 

Due  to  the  recent  increased  emphasis  on  biodefense  research,  the  NIAID  has  developed 
initiatives  to  meet  short-,  intermediate-,  and  long-term  goals  contained  in  the  NIH  Strategic 
Plan  for  Biodefense  Research  and  the  Research  Agenda  for  Category  A,  B,  and  C  agents  as 
defined  by  the  CDC.  The  Strategic  Plan  and  Research  Agenda  stress  two  over-arching  and 
complementary  components:  basic  research  into  agents  with  bioterrorism  potential  and  the 
specific  and  non-specific  host  defense  mechanisms  against  those  agents;  and  applied 
research  with  pre-determined  milestones  for  the  development  of  new  or  improved 
diagnostics,  vaccines,  and  therapies. 

The  following  is  a  list  of  planned  initiatives  for  fiscal  years  2003  and  2004.  Most  of  the 
FY  2003  projects  are  currently  in  the  review  cycle  with  plans  to  fund  successful  applicants 
this  summer. 

Planned  FY  2003  Initiatives 

•  Unsolicited  Investigator-Initiated  Research 

-  Investigator-initiated  research  has  and  will  continue  to  be  the  foundation  of  research 
at  NIAID. 

•  Cooperative  Centers  for  Translational  Research  On  Human  Immunology  and 
Biodefense 

The  long-term  goal  of  this  program  is  the  translation  of  research  using  animal 
models  of  immunity  to  infection  into  clinical  applications  in  humans.  The 
immediate  purpose  is  to  support  stable,  flexible,  centralized  infrastructure  and 
research  needed  to  promote  and  coordinate  multidisciplinary  basic  and  clinical 
research  in  human  immunology  as  it  relates  to  defense  against  agents  of 
bioterrorism  and  emerging/re-emerging  infectious  diseases. 

•  Innate  Receptor  and  Adjuvant  Discovery 

-  The  focus  of  this  initiative  is  to  expand  opportunities  to  discover  and  characterize 
new  adjuvant  candidates  based  upon  immunological  principles  to  enhance  the 
potency,  longevity,  and  safety  of  specific  vaccines  for  biodefense,  and  to  enhance 
nonspecific  immunity  for  immediate  protection  against  acute  infectious  threats. 

•  Cooperative  Research  for  the  Development  of  Vaccines,  Adjuvants,  Therapeutics, 
Immunotherapeutics,  and  Diagnostics  for  Biodefense 

The  objective  of  this  project  is  to  stimulate  original,  novel,  and  innovative  research 
of  sound  scientific  rationale,  requiring  comprehensive  team  and  multidisciplinary 
effort  that  is  likely  to  result  in  the  progression  of  promising  vaccines  through  the 
product  development  pathway. 

•  Basic  and  Clinical  Approaches  to  Controlling  Human  Respiratory  Pathogens 

-  This  project  supports  pre-clinical  and  clinical  research  activities  on  emerging  and 
re-emerging  bacterial  and  viral  respiratory  pathogens;  integration  of  human 
mucosal  immunity  with  clinical  research;  and  product  development. 


604 


Production  and  Testing  of  Vaccines  Against  Anthrax 

This  initiative  supports  the  development  and  production  of  rPA  vaccines  against 
anthrax.  This  includes  moving  the  vaccine  candidates  through  several  stages  of 
development,  including  manufacturing  pilot  lots  of  the  vaccine  candidates,  testing 
for  safety  in  laboratory  and  clinical  trials,  testing  for  efficacy  in  animals,  and 
preparing  and  submitting  all  necessary  Food  and  Drug  Administration  (FDA) 
applications. 

Smallpox  Modified  Vaccinia  Ankara  (MVA)  V accine  Research 

-  A  leading  candidate  for  a  3rd  generation  vaccine  is  MVA.  MVA  stimulates 
protective  immune  responses  against  vaccinia  in  animal  model  studies  and  has  been 
shown  to  be  immunogenic  in  humans.  This  program  will  support  the  development, 
manufacture  and  conduct  safety  trials  of  MVA  vaccine  candidates. 

Biodefense  and  Emerging  Infections  Research  Resources  Program 

-  This  objective  of  this  program  is  to  provide  unique,  quality  assured  biodefense- 
related  reagents  and  resources  to  the  scientific  community,  facilitating:  1)  the 
understanding  of  the  pathogenesis  of  Category  A,  B  &  C  priority  pathogens  and 
emerging  infectious  disease  organisms;  and  2)  the  development  and  evaluation  of 
vaccines,  therapeutics  and  diagnostics  for  these  organisms. 

Network  for  Large-Scale  Sequencing  of  Microbial  Genomes 

This  network  'will  establish  a  state-of-the-art  high  throughput  DNA  sequencing 
centers  that  can  sequence  genomes  of  microbes  and  invertebrate  vectors  of  disease. 

Regional  Biocontainment  Laboratories  (RBL) 

The  overall  planned  objective  of  the  RBL  construction  program  is  to  provide 
funding  to  design,  build,  renovate,  certify  and  install  fixed  equipment  into  state-of- 
the-art  BSL-3  biocontainment  laboratories  and  the  necessary  associated  animal 
facilities,  and  research  support  space. 

Regional  Centers  of  Excellence  (RCE)  for  Biodefense  and  Emerging  Infectious 
Diseases  Research 

-  RCEs  are  planned  as  large,  multidisciplinary  regional  resources  for  the  scientific 
community,  which  will  provide  the  scientific  information  and  translational  research 
capacity  to  make  the  next  generation  of  therapeutics,  vaccines  and  diagnostics 
against  Category  A-C  Agents,  with  particular  emphasis  on  Category  A. 

Construction  Quality  Management  Support  Services 

-  This  service  is  responsible  for  management  oversight  of  all  RBL  and  National 
Biocontainment  Laboratory  construction  projects. 

Biodefense  Proteomics  Research  Programs 

-  This  initiative's  primary  goal  is  to  characterize  the  pathogen  and/or  host  cell 
proteome,  identifying  proteins  associated  with  the  biology  of  the  microbes, 
mechanisms  of  microbial  pathogenesis,  innate  and  adaptive  immune  responses  to 
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infectious  agents,  and/or  non-immune  mediated  host  responses  that  contribute  to 
microbial  pathogenesis.  It  is  anticipated  that  the  research  programs  will  discover 
targets  for  potential  candidates  for  the  next  generation  of  vaccines,  therapeutics  and 
diagnostics  using  existing  proteomics  technologies,  augmentation  of  existing 
technologies,  and/or  the  creation  of  novel  proteomics  approaches  and  performing 
early  stage  validation  of  these  targets.  This  initiative  is  an  integral  part  of  NIAID's 
program  in  Biodefense  to  address  the  Nation's  biodefense  needs. 

•  Resources  for  Biodefense  Proteomic  Centers 

-  The  Administrative  Centers  will  design,  develop,  and  maintain  a  publicly  accessible 
web  site,  monitor  and  facilitate  the  deposition  of  reagents  and  protein  targets 
generated  by  the  Proteomic  Research  sites,  establish  a  Scientific  Advisory 
Committee  and  organize  programmatic  meetings  and  related  activities. 

•  Respiratory  Pathogens  Reference  Laboratory 

The  focus  of  this  laboratory  will  be  the  development  of  reagents  and  biological 
assays  for  bacterial  and  viral  respiratory  pathogens.  The  Respiratory  Pathogens 
Research  Reference  Laboratory  will  be  part  of  a  coordinated,  interactive,  multi- 
disciplinary  network  to  help  support  the  development  of  vaccines  and  drugs  against 
respiratory  pathogens,  including  those  that  present  concerns  for  bio-defense  and/or 
emerging  infections. 

•  Microbial  Genome  Sequencing  Centers 

-  The  initiative  addresses  the  need  for  additional  sequencing  of  microorganisms  and 
invertebrate  vectors  of  disease.  This  includes  the  carefully  selection  of  species, 
strains,  and  clinical  isolates,  nearest  neighbors  and  generate  genomic  data  for 
different  uses  such  as  forensic/strain  identification  and  targets  for  diagnostics, 
vaccines,  and  antimicrobials/drug  development. 

•  Food  and  Waterborne  Diseases  Integrated  Research  Network 

The  Network's  research  focus  is  to  elucidate  fundamental  mechanisms  of  host 
defense  in  the  gastrointestinal  tract  against  food  or  water-borne  enteric  pathogens  or 
toxins. 

•  Immune  Epitope  Database  and  Analysis  Program 

-  This  initiative  will  focus  on  two  major  areas  in  support  of  biodefense  research: 
1)  design,  develop,  populate,  and  maintain  a  publicly  accessible,  comprehensive 
immune  epitome  database;  and  2)  provide  tools  to  help  researchers  access 
information  in  the  database. 

•  Biodefense  and  Emerging  Infectious  Diseases  Research  Opportunities 

-  This  initiative  addresses  the  need  for  more  basic  and  applied  research  on  Category 
A,  B,  and  C  pathogens,  their  toxic  products,  and  the  body's  immune  defenses 
against  them. 
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•  Hyperaccelerated  Award  Mechanism  in  Immunomodulation  Trials 

This  program  will  use  patient  samples  for  the  evaluation  of  immunologic  and  other 
relevant  parameters  to  facilitate  the  study  and  definition  of  immunological 
mechanisms  underlying  the  intervention,  the  mechanisms  of  disease  pathogenesis, 
surrogate/biomarkers,  markers  of  disease  activity  and  therapeutic  effect,  and 
mechanisms  of  human  immunologic  function. 

•  Biodefense  Partnership  Awards 

The  goal  of  this  initiative  is  to  facilitate  collaborative  partnerships  between 
government,  academia,  and  the  private  sector  to  develop  novel  biodefense  products. 

•  Master  Contract  for  Preclinical  Development 

Provides  overall  project  management  to  establish  and  meet  the  preclinical  product 
development  time  lines.  This  includes:  process  development  and  production,  safety 
testing,  regulatory  documentation,  and  information  technology  and  data 
management  for  vaccines  and  non-vaccine  prevention  modalities,  and  research- 
grade  products  suitable  for  early  phase  human  clinical  trials. 

•  In  Vitro  and  Animal  Models  for  Emerging  Infectious  Diseases  and  Biodefense 

This  project  will  provide  a  range  of  developmental  resources  for  testing  of  new 
therapies  and  vaccines  (e.g.  targeted  screening,  animal  models,  and  non-human 
primate  models)  against  emerging  infectious  diseases  including  bioterrorism 
pathogens. 

•  In  Vitro  Antiviral  Screening 

This  initiative  provides  screening  systems  for  the  assessment  of  the  efficacy  of 
potential  antivirals  for  bioterriorism  agents. 

•  Humanized  Monoclonal  Antibody  Production  Facility 

This  initiative  is  designed  to  establish  an  antibody  production  facility  that  will 
produce  fully-human  monoclonal  antibodies  and/or  polyclonal  antibodies  or  single 
chain  variable  fragments. 

•  Clinical  Trials  Management 

This  resource  provides  clinical  site  assessment,  clinical  trial  preparation,  training, 
quality  assurance,  and  pharmacovigilance/safety  monitoring  of  biodefense  clinical 
trials. 

Planned  FY  2004  Initiatives 

•  Ongoing  support  for  FY  2003  and  prior  initiatives 

•  Bioinformatics  Resource  Center 

This  initiative  is  designed  to:  develop  and  maintain  comprehensive,  relational 
databases  to  collect,  store,  display,  annotate,  query,  and  analyze  genomic, 
functional  genomic,  structural  and  related  data  for  microorganisms  responsible  for 
emerging  and  re-emerging  infectious  diseases  including  those  considered  agents  of 
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bioterrorism.  Both  single  organism  databases,  as  well  as  multi-organisms  databases, 
especially  in  the  area  of  agents  of  bioterrorism,  will  be  sought.  This  will  be  done  in 
order  to  provide  the  research  community  with  a  research  resource  for  access  to  a 
large  amount  of  genomic  and  related  data  with  the  long-term  goal  of  identifying 
putative  targets  for  the  development  of  drugs,  therapeutics  and  diagnostics. 

•  Identifying  Targets  for  Therapeutic  Interventions  Using  Proteomic  Technology 

Under  this  initiative,  highly  interactive,  multi-disciplinary  teams  with  expertise  in 
biochemistry,  biological  sciences,  physics,  engineering,  genomics  and  proteomic 
technology,  bioinformatics  and  statistics,  clinical  sciences  and  drug  discovery  will 
be  formed  to  augment  and/or  develop  innovative  proteomics  approaches  for 
application  to  therapeutic  strategies  for  microorganisms  considered  agents  of 
bioterrorism.  Areas  of  proteomics  research  include:  protein  profiling  for 
examining  patterns  of  differential  expression  to  identify  diagnostic  biosignatures 
and  putative  protein  candidates  for  targets;  and  the  development  and  application  of 
innovative  proteomic  technologies  to  the  study  of  specific  cellular  process, 
functional  pathways  and  networks,  protein-protein  interactions,  and  novel  post- 
translational  modifications. 

•  Large  Scale  B&T  Cell  Epitope  Discovery  Program 

This  program  will  consist  of:  1)  identification  of  linear  and  conformational  B  cell 
epitopes;  2)  identification  of  T  cell  epitopes  that  bind  class  I,  class  II,  and  non- 
classical  MHC  molecules;  3)  definition  of  peptide  binding  motifs  on  a  sufficient 
number  of  HLA  alleles  to  cover  the  human  population  worldwide;  and  4)  design 
and  development  of  novel  or  improved  high  throughput  screening  assays  for  B  cell 
and/or  T  cell  epitope  discovery  that  are  easily  transferable  to  the  broader  scientific 
community,  thus  providing  standardized  methods  to  facilitate  more  rapid  discovery. 

•  Population  Genetics  Analysis  Program 

This  program  is  designed  to  characterize  polymorphisms  in  human  immune 
response  genes,  including  the  expression  patterns  of  innate  and  adaptive  immune 
response  genes  after  natural  infections  with,  or  vaccination  against  pathogens,  and 
to  examine  the  functional  significance  of  these  responses.  These  studies  will 
provide  a  better  understanding  of  immune  responses  to  infection  and  vaccination, 
which  may  lead  to  identification  of  novel  immunotherapeutic  targets  for  vaccines 
and  drugs  to  prevent  and  treat  infections. 

•  Novel  Therapeutic  Strategies  for  Botulinum  Toxin 

Botulism  can  result  from  ingestion  or  inhalation  of  one  of  seven  different  serotypes 
of  neurotoxin  produced  by  Clostridium  botulinum.  This  initiative  will  support 
development  of  products  to  neutralize  these  toxins.  Strategies  may  include,  but  are 
not  limited  to,  monoclonal  or  polyclonal  antibodies.  Work  aimed  at  demonstration 
of  protective  efficacy  in  a  mouse  model  will  be  a  requirement. 
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•  Reagent  Development  for  Monitoring  Immunity  in  Non-Human  Primates 

-    This  initiative  is  designed  to  accelerate  research  in  non-human  primate  (NHP) 
models  of  allogeneic  organ  and  tissue  transplantation  and  other  immunological 
stimuli  by  developing:  1)  reagents  for  monitoring  the  immunity  in  NHPs 
undergoing  graft  rejection  or  other  antigenic  stimuli,  such  as  vaccines;  and  2) 
technologies  for  rapid  typing  of  the  major  histocompatibility  complex  (MHC)  genes 
to  better  match  organ  donors  and  recipients;  improve  understanding  of  the  immune 
response  to  mismatched  organs  and  tissues;  and  improve  knowledge  of  the  MHC 
alleles  in  various  NHP  species  to  accelerate  vaccine  research  and  development. 

•  Tools  for  Detection  of  Adventitious  Agents  in  Cell  Cultures 

Research  supported  under  this  initiative  would  include:  1)  identification  of  cellular 
markers/patterns  that  indicate  that  a  cell  line  has  progressed  beyond  an  acceptable 
passage  limit  for  vaccine  production  or  is  infected  or  expressing  adventitious  agents 
and  development  of  an  assay  to  monitor  for  these  changes  during  product 
production  (i.e.  cDNA  microarrays);  2)  development  of  an  animal  model  to 
determine  if  the  neoplastic  potential  of  cell  substrates  is  a  risk  factor  for  recipients 
of  cell  substrate-based  products;  and  3)  development  of  new  and  improved  (more 
sensitive)  assays  for  the  detection  of  adventitious  agents  in  the  cell  lines  (i.e. 
currently  unrecognized  agents,  residual  DNA,  BSE,  latent  infectious  agents,  etc). 

•  Development,  Testing,  and  Evaluation  of  Candidate  Vaccines  Against  Plague 

This  initiative  will  support  investigation  and  comparison  of  two  promising  plague 
vaccines  in  advanced  stages  of  development.  Research  will  include:  conducting 
comparative  studies  on  immunogenicity  in  various  animal  models  including 
nonhuman  primate  animal  models,  as  well  as  in  Phase  I  clinical  trials;  develop  and 
evaluate  surrogate  markers  of  protective  immunity  generated  after  immunization; 
optimizing  the  immunization  regimen  to  enhance  the  degree  and  duration  of 
protective  immunity  for  promising  vaccines  candidates;  validate  preclinical  and 
clinical  assays  used  for  the  assessment  of  protective  immunity;  and  production  of 
cGMP  product. 
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Mr.  Regula.  Mr.  Kennedy. 

Mr.  Kennedy.  Mr.  Sherwood,  does  that  include  the  political  af- 
filiation of  the  researcher,  too? 

Mr.  Sherwood.  No.  Or  the  psychological  evaluation. 

Mr.  Kennedy.  How  did  you  know  I  was  going  to  come  back  to 
that? 

I  would  like  to  ask  Dr.  Duke  if  you  could  comment  on  how  in  the 
past  2  years  HRSA  has  received  approximately  $650,000,000  for  its 
hospital  preparedness  program,  and  in  the  wake  of  the  biological 
attacks  on  large  civilian  populations,  of  course,  the  psychological 
fear  and  uncertainty  that  results  will  be  widespread  and  the  panic 
that  ensues  is  most  assured. 

So  would  you  explain  how  HRSA  and  the  Department  of  Health 
and  Human  Services  have  integrated  the  psychological  and  behav- 
ioral aspects  of  bioterrorism  preparedness  and  response  with  med- 
ical preparedness  and  response  by  our  Nation's  hospitals? 

Ms.  Duke.  In  the  immediate  response  to  the  events  of  9/11,  the 
Secretary  called  together  the  components,  particularly  SAMHSA 
and  HRSA,  around  a  coordinated  response  to  the  psychological  ef- 
fect of  that  event  on  the  population  at  large,  but  particularly  on 
children.  And  our  Bureau  of  Maternal  and  Child  Health  worked 
with  SAMHSA  and  with  our  New  York  State,  for  example,  grantees 
around  increasing  and  focusing  our  attention  on  the  mental  health 
aspects  of  that,  particularly  around  children,  particularly  in  that 
neighborhood.  And  I  can  develop  that  more  if  you  would  wish. 

We  also  provided — the  Congress  gave  us  funds  to  get  to  New 
York,  Pennsylvania,  and  Virginia  to  assist  the  folks  who  responded 
to  the  events  of  9/11,  and  we  assured  that  all  services  were  eligible 
for  the  reimbursement  from  those  funds. 

Additionally,  in  our  guidance  that  is  to  come  out  in  the  next 
week  or  so,  we  have  identified  the  important  component  of  mental 
health  as  an  important  benchmark  for  this  year's  money. 

So  the  issue  has  not  been  lost  on  us  as  we  have  been  working 
with  hospitals  and  as  we  look  at  the  individual  State  plans,  be- 
cause it  is  a  State-centered  approach.  We  have  encouraged  the 
States  to  focus  on  that,  and  most  of  their  plans  have  done  so.  Be- 
ginning, this  year  we  are  stating  it  as  a  specific  requirement,  a 
benchmark,  and  we  will  be  monitoring  for  it. 

Mr.  Kennedy.  Well,  that  is  good  to  hear. 

Dr.  Gerberding,  I  have  been  talking  with  your  office  and  Mike 
Sage  and,  of  course,  Dr.  Dole  about  what  the  CDC  is  doing  to  de- 
velop risk  communication  protocols  and  develop  strategy  for  build- 
ing community  resilience.  Maybe  you  could  comment  on  how  that 
is  going  in  terms  of  building  community  resilience,  what  needs  to 
be  done  to  prepare  for  that,  whether  you  have  adequate  funds. 

You  know,  we  talk  a  lot  about — as  Dr.  Duke  said,  about  the 
States  having  their  plans,  but  are  we  telling  the  States,  listen, 
there  is  this  money  out  there  for  you  to  incorporate  behavioral  and 
mental  health  responses  to  your  disaster  plan?  I  mean,  I  know  that 
now  Secretary  Thompson  said,  well,  they  can  take  advantage  of 
this;  but  I  am  wondering  is  it  specifically  clear  to  these  folks  that 
this  money  can  hire  a  person  in  their  State,  can  help  that  person 
coordinate  with  the  hospitals  and  community  centers  to  get  people 
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prepared,  or  is  this  kind  of  a  passive  thing  that  they  kind  of,  if  they 
are  lucky  enough  to  find  out  about,  they  are  on  top  of  it? 

Dr.  Gerberding.  Let  me  first  say  that  looking  back  on  the  an- 
thrax and  the  World  Trade  Center  events,  I  think  that  at  CDC  we 
were  not  aware  of  and  not  fully  prepared  to  deal  with  the  mental 
health  aspects  of  this,  and  so  I  agree  with  your  concern.  There  are 
issues  for  the  infected  people  or  the  injured  people,  there  are  issues 
for  the  exposed  people,  and  then  there  are  certainly  issues  for  the 
affected  people — which  was  most  of  us — and  we  need  to  have  pre- 
paredness plans  in  place  for  all  of  those  groups. 

Mr.  Kennedy.  And  how  do  you  integrate  that  with  the  Depart- 
ment of  Homeland  Security,  your  plan  into — who  is  talking  to  one 
another? 

Dr.  Gerberding.  We  intersect  with  Homeland  Security  at  a 
number  of  levels.  At  the  highest  level,  very  often  Secretary  Hauer 
and  I  and  Secretary  Ridge  and  Secretary  Thompson  are  around  the 
table  together,  with  smallpox  among  many  of  the  policy  issues.  It 
is  a  face-to-face  intersection.  The  stockpile  issues  have  gone  ex- 
tremely well.  We  have  worked  out  a  very  effective  collaboration 
there. 

But  I  think  in  terms  of  the  actual  conduct  of  the  public  health 
planning  at  the  State  level,  we  can  do  more,  and  you  are  making 
me  think  we  should  have  a  formal  liaison  to  our  planning  com- 
mittee and  probably  also  our  grant  review  committee,  so  that  that 
is  contained  in  there. 

I  have  a  working  group  at  CDC  on  mental  health  issues  which 
includes  our  psychiatrists  and  psychologists  who  are  at  CDC,  al- 
though it  is  a  very  small  group,  because  that  isn't  our  primary 
focus,  and  we  do  work  with  SAMHSA  on  this.  We,  I  think,  need 
to  be  more  explicit  in  the  guidance  that  we  are  creating  right  now 
for  the  preparedness  of  the  State  grant  program,  and  there  is  still 
time  to  do  that.  And  so  I  am  going  to  take  this  message  back  home 
and  read  for  myself  what  is  in  the  current  grant  guidance  and 
make  it  explicit  if  it  isn't  already,  because  we  need  to  do  that. 

Mr.  Kennedy.  Thank  you. 

Mr.  Chairman,  both  Dr.  Gerberding  and  Dr.  Duke  both  men- 
tioned SAMHSA  in  their  answers  and  yet  SAMHSA,  I  can  say 
again,  doesn't  get  a  nickel,  doesn't  get  one  nickel  in  bioterrorism 
response.  It  is  the  lead  mental  health  agency,  and  it  is  not  at  the 
table.  And  I  am  concerned  about  that. 

Mr.  Regula.  Well,  I  would  say  that  a  lot  of  these  things  are 
being  sorted  out.  It  has  been  thrust  upon  us  in  a  relatively  short 
time. 

Mr.  Kennedy.  Right. 

Mr.  Regula.  And  I  suspect  that  that  will  addressed. 

Mr.  Kennedy.  I  think  it  is  cause  for  concern  when  we  see  people 
buying  duct  tape  and  plastic  wrap,  and  that  we  as  a  Nation  aren't 
prepared  to  deal  with  the  most  elementary  situations.  We  could 
have  all  the  stockpiles  that  we  talked  all  this  morning  about.  We 
can  have  all  the  stockpiles  we  want,  Mr.  Chairman,  but  if  people 
are  in  panic,  how  in  the  world  do  you  expect  us  to  inoculate  the 
people  who  need  to  be  inoculated,  the  right  people? 

We  can  talk  all  about  strategy  that  we  want,  but  it  is  going  to 
be  rendered  moot  if  we  are  not  prepared  to  deal  with  the  behav- 
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ioral  aspects  of  an  attack.  And  that  is  the  point  I  will  make  again 
and  again,  and  I  thank  you  for  your  patience  in  putting  up  with 
me. 

Mr.  Regula.  I  am  quite  sure  we  will  hear  from  you  in  the  future. 

I  think  in  all  fairness  that  the  administration,  as  represented  by 
our  witnesses  this  morning,  has  done  a  good  job  of  trying  to  re- 
spond to  something  in  short  order  here,  because  we  are  in  a  whole 
new  world,  and  I  don't  think  at  this  point  there  is  any  sense  of 
panic  across  the  land.  People  have  discovered  the  joys  of  enter- 
taining at  home  and  staying  at  home,  and  perhaps  it  has  strength- 
ened family  life  in  America  as  a  result  of  events. 

I  have  a  concern  on  accountability.  In  the  statement  of  managers 
accompanying  the  fiscal  year  2002,  2003  Omnibus  Appropriations 
Act,  the  conferees  requested  a  report  within  45  days  of  enactment, 
detailing  the  amounts  of  fiscal  year  2002  State  and  local  prepared- 
ness funds,  and  a  number  of  my  colleagues  have  touched  on  this. 
Each  State — have  the  States  responded?  Is  this  underway?  And 
have  you  completed  the  work  on  the  request  of  the  conferees  that 
was  in  the  omnibus? 

Mr.  Hauer.  Mr.  Chairman,  that  is  underway.  CDC  and  HRSA 
collect  that,  and  then  that  is  rolled  up.  And  we  should  have  that 
available  soon,  but  it  is  in  process. 

Mr.  Regula.  And  we  will  be  getting  a  copy. 

Mr.  Hauer.  Absolutely. 

Mr.  Regula.  At  the  committee  for  the  members. 

Are  you  building  in  some  types  of  accountability?  Because  you 
are  sending  a  lot  of  money  out  to  States,  to  health  departments, 
to  hospitals.  Have  you  tried  to  get  an  assurance  that  this  money 
will  address  the  problems  that  potentially  exist? 

OVERSIGHT  OF  STATE  AND  LOCAL  PREPAREDNESS  GRANTS 

Mr.  Hauer.  Yes,  sir.  Mr.  Chairman,  we  have  built  in  a  3-tiered 
system  to  ensure  that  the  money  is  being  used  for  what  it  was 
asked  for,  that  there  are  measurable  gains,  and  that  the  money  is 
being  used  productively.  We  basically  start  with  an  auditing  sys- 
tem that  is  done  of  the  dollars  that  are  expended.  We  have  an  on- 
going project  monitoring  system  that  includes  site  visits  where  we 
send  evaluation  teams  out  to  ensure  that,  among  others  things, 
they  are  not  having  trouble  in  accomplishing  what  they  have  said 
they  would  do.  If  they  are,  we  have  technical  assistance  teams  that 
are  available  to  help  them  with  various  components  of  the  grant  to 
get  to  where  they  need  to  be. 

And  then,  finally,  the  third  tier  is  an  evaluation  of  the  whole  pro- 
gram, which  is  basically  outcomes  assessment  to  ensure  that  the 
outcomes  are  those  that  were  expected.  And  if  they  were  not,  then 
we  want  to  understand  why  not.  We  are  using  some  outside  assist- 
ance to  get  this  done. 

We  have  also  asked  the  Inspector  General  to  work  with  us  on 
this,  and  the  Inspector  General  has  been  doing  some  audits  of  the 
States.  So  we  have  a  number  of  eyes  looking  at  this,  both  from  a 
fiscal  perspective  and  from  a  technical  perspective  to  make  sure 
that  these  programs — this  is  a  lot  of  money  that  has  gone  out  to 
the  States  in  a  very  short  period  of  time,  and  we  want  to  make 
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sure  that  this  money  at  the  end  of  the  day  is  better  preparing  our 
Nation  to  deal  with  these  horrific  threats. 

Mr.  Regula.  Well,  I  have  to  say  that  I  have  been  impressed  with 
your  testimony  this  morning.  I  think  that  you  give  the  American 
public  reason  to  feel  a  sense  of  confidence  that  you  are  addressing 
the  problem.  I  would  like  you  to  take  back  to  the  Secretary  our 
commendation,  because  it  seems  to  me  that  given  the  size  of  HHS, 
that  his  leadership  and  yours  and  others  have  caused  this  agency, 
in  the  disparate  parts  of  it  which  each  of  you  represent,  to  work 
together.  And  that  is  ideal.  And  with  the  States  and  the  local  com- 
munities. 

And  we  are  maybe  moving  toward  what  I  have  had  as  a  goal, 
and  that  is  to  make  the  whole  system  seamless.  And  that  is  a  chal- 
lenge, but  I  guess  I  get  a  sense  that  you  are,  both  internally  and 
in  terms  of  the  other  parts  of  our  government,  both  State,  local, 
and  Federal,  working  in  that  direction.  That  will  mean  that  the 
money  that  we  are  going  to — have  been  and  will  continue  to  appro- 
priate will  get  spent  to  give  the  American  public  a  sense  of  con- 
fidence in  their  government. 

You  know,  people  have  some  fears  of  terrorism  and  its  potential 
impact  on  their  lives,  and  that  is  one  of  the  reasons,  as  I  mentioned 
to  Mr.  Kennedy,  people  are  staying  here.  They  are  concerned. 

Even  SARS,  I  have  had  called  from  my  constituents  that  should 
I  take  that  trip?  One  constituent  has  an  around-the-world  trip 
planned,  and  he  says  "I  guess  I  will  have  to  lose  my  deposit  but 
I  am  going  to,"  because  he  had  a  concern  about  SARS.  And  yet  I 
think,  Dr.  Gerberding,  given  the  short  time  frame  that  this  has 
come  into  the  public  attention,  you  have  gotten  a  handle  on  it,  try- 
ing to  assure  the  public  that  they  don't  need  to  have  total  concern 
about  that  impact  on  their  lives. 

But,  again,  I  am  impressed.  Let  us  as  a  committee  be  helpful, 
and  communicate  to  us  ways  in  which  we  can  be  part  of  this  proc- 
ess of  ensuring  the  American  public  that  their  government  is  re- 
sponding to  

Mr.  Hauer.  Well,  thank  you,  Mr.  Chairman.  Thanks  for  your 
support.  I  know  the  Secretary  certainly  heard  your  message  the 
other  day,  when  you  were  visiting,  about  having  a  seamless  sys- 
tem, and  he  continues  to  remind  us  about  that  as  we  move  forward. 
And  we  will  be  talking  with  you  and  your  staff  more  about  that  as 
we  move  forward.  But  we  certainly  appreciate  yours  and  the  com- 
mittee's support,  and  we  will  continue. 

Mr.  Regula.  Well,  thank  you  for  coming  this  morning,  and  Dr. 
Gerberding,  I  hear  you  had  the  Red-eye  from  California  in  order  to 
be  here.  We  give  you  a  special  moment  of  thanks  for  making  that 
effort. 

Dr.  Gerberding.  Thank  you.  Thank  you  for  indulging  me. 

Mr.  Regula.  You  are  our  team,  and  we  are  pleased  that  you  are 
out  there  making  it  work.  The  hearing  is  adjourned. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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UPGRADING  STATE  AND  LOCAL  PUBLIC  HEALTH  PREPAREDNESS 

Mr.  Regula:  Dr.  Gerberding,  much  of  our  preparedness  to  detect  and  respond  to 
a  biological,  chemical  or  radiological  incident  depends  on  the  thousands  of  local  health 
public  health  departments  across  the  country,  how  much  of  the  funding  for  Upgrading 
State  and  Local  Public  Health  Preparedness  is  making  it  to  local  health  department 
agencies? 

Dr.  Gerberding:  Based  on  a  recent  analysis,  CDC  estimates  that  $377  million  is 
going  to  local  agencies  (41%  of  the  total  grant  of  $918  million)  . 

Mr.  Regula:  Do  you  have  data  on  how  these  funds  are  being  used? 

Dr.  Gerberding:  Yes,  CDC  documents  awards  and  monitors  how  grantees  use 
their  cooperative  agreement  funds. 

Mr.  Regula:  If  so,  please  provide  the  Subcommittee  with  a  table  that  lists  the 
allocation  of  funds  across  the  different  elements  of  preparedness  (i.e.  planning, 
surveillance,  laboratory  capacity,  communications,  information  dissemination,  and 
education  and  training). 

Preparedness  Planning  and    $283  Provide  strategic  leadership,  direction  and 

Readiness  Assessment         million        assessment  of  activities  to  ensure  state  and 

local  readiness  for  bioterrorism.  To  be 
able  to  respond  to  emergencies  caused  by 
bioterrorism  through  appropriate  planning. 
To  effectively  manage  the  receipt  of  the 
Strategic  National  Stockpile  (formerly  the 
National  Pharmaceutical  Stockpile). 

Be  able  to  rapidly  detect  a  terrorist  event 
through  a  highly  functioning  disease 
surveillance  system.  States  must  rapidly 
and  effectively  investigate  and  respond  to 
a  potential  terrorist  event  as  evidenced  by 
a  comprehensive  and  exercised 
epidemiologic  response  plan. 

Develop  and  implement  a  program  to 
provide  rapid  and  effective  laboratory 
services  in  support  of  the  response  to 
bioterroism.  As  a  member  of  the  LRN, 
ensure  adequate  and  secure  lab  facilities, 
reagents,  and  equipment  to  rapidly 
identify  biological  agents. 


Surveillance  and  $200 
Epidemiology  Capacity  million 


Laboratory  Capacity:  $  1 46 

Biological  million 
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Laboratory  Capacity: 
Chemical 


$6  million 


Develop  and  implement  a  program  to 
strengthen  laboratory  services  in  support 
of  the  response  to  chemical  terrorism. 


Health  Alert 

Network/Communications 
and  Information 
Technology 


$149 
million 


Provide  communication  connectivity, 
emergency  communications,  protection  of 
data  and  information  systems,  and  provide 
secure  electronic  exchange  of  public 
health  information. 


Communicating  Health 
Risks  and  Health 
Information  Dissemination 


$41 

million 


Provide  needed  health/risk  information  to 
the  public  and  key  partners  during  a 
terrorism  event  by  establishing  critical 
baseline  information  about  the  current 
communication  needs. 


Education  and  Training 


$97 
million 


Ensure  the  delivery  of  appropriate 
education  and  training  to  key  public  health 
professionals,  infectious  disease  experts, 
emergency  department  personnel,  and 
other  healthcare  providers  in  preparedness 
for  and  response  to  bioterrorism. 


Mr.  Regula:  How  do  you  plan  to  monitor  the  allocation  of  funds  across  State 
and  local  health  departments  as  well  a  whether  these  agencies  are  meeting  performance 
benchmarks? 

Dr.  Gerberding:  CDC  will  monitor  whether  or  not  grantees  meet  benchmarks 
and  will  monitor  grantee  level  of  preparedness  and  readiness  to  respond  to  by  collecting 
semi-annual  progress  reports  from  the  grantees,  by  conducting  site  visits,  and  by 
challenging  capacities  and  capabilities  of  grantees  to  respond  through  drills,  exercises, 
table-top  simulations  of  events. 


Mr.  Regula:  A  number  of  you  in  your  written  statements  make  reference  to  the 
initiatives  involving  academic  health  centers.  What  do  you  see  as  the  role  of  academic 
health  centers  in  homeland  defense? 

Dr.  Duke:  An  academic  health  center  is  an  integral  component  of  a  region's 
health  care  network.  As  local,  regional  and  state  plans  for  responding  to  bioterrorism 
and  other  public  health  emergencies  unfold,  academic  health  centers  will  be  seen  with 
multiple  roles.  An  academic  health  center  is  often  a  region's  tertiary  care  center, 
providing  a  level  of  health  care  needed  in  a  mass  casualty  situation.  They  should  be 
included  in  surge  capacity  calculations,  either  as  direct  care  givers  of  affected 
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individuals  or  as  recipients  of  transferred  patients.  Academic  health  centers  can  also  be 
involved  in  the  education  and  training  of  health  care  personnel  including  both  students 
and  practicing  providers. 

Academic  health  centers  are  eligible  applicants  for  the  Bioterrorism  Training  and 
Curriculum  Development  Program.  The  Bioterrorism  Training  and  Curriculum 
Development  Program,  funded  at  $28  million  in  FY  2003  and  proposed  for  $60  million 
in  the  President's  FY  2004  budget,  will  equip  a  workforce  of  healthcare  professionals  to 
address  the  medical  consequences  of  bioterrorism  and  other  public  health  emergency 
preparedness  and  response  issues.  In  this  context,  "other  public  health  emergencies" 
includes  other  forms  of  terrorism  (such  as  use  of  chemical,  explosive,  incendiary,  or 
nuclear  agents  against  the  civilian  population)  as  well  as  natural  disasters  and 
catastrophic  accidents.  Specifically,  the  goal  of  this  program  is  the  development  of  a 
healthcare  workforce  that  possesses  the  knowledge,  skills  and  abilities  to:  (1)  recognize 
indications  of  a  terrorist  event;  (2)  meet  the  acute  care  needs  of  patients,  including 
pediatric  and  other  vulnerable  populations,  in  a  safe  and  appropriate  manner;  (3) 
participate  in  a  coordinated,  multidisciplinary  response  to  terrorist  events  and  other 
public  health  emergencies;  and  (4)  rapidly  and  effectively  alert  the  public  health  system 
of  such  an  event  at  the  community,  state,  and  national  level.  This  training  focuses  on 
two  populations  of  providers:  (a)  the  practicing  providers  thorough  continuing 
education;  and  (b)  those  in  training  programs  through  curricular  enhancement. 

Mr.  Regula:  Is  there  a  role  for  using  academic  health  laboratories  to  provide 
needed  surge  capacity  at  the  State  and/or  local  level? 

Dr.  Gerberding:  Yes.  New  grant  guidance  was  recently  released  that  specifically 
asks  grantees  to  collaborate  with  academic  health  centers  to  develop  bio-laboratory 
capacity. 

Mr.  Regula:  To  what  extent  are  Academic  Health  Centers  a  part  of  State 
bio-defense  plans? 

Dr.  Gerberding:  Each  grantee  was  asked  to  develop  a  terrorism  preparedness  and 
response  plan.  Where  needed,  based  on  the  grantees  decisions,  grantees  have  included 
academic  health  centers  as  part  of  the  terrorism  preparedness  and  response  plans.  In 
addition,  the  new  guidance  issued  will  ask  grantees  to  address  the  current  relationships 
with  academic  health  centers  and  examine  ways  to  strengthen  the  relationship. 

In  addition,  CDC  has  a  cooperative  agreement  with  the  Association  of  American 
Medical  Colleges  (AAMC)  to  strengthen  linkages  between  medicine  and  public  health. 
The  AAMC  and  its  member  organizations  are  valuable  assets  in  strengthening  homeland 
security.  The  Association  of  American  Medical  Colleges  represents  the  nation's  126 
accredited  medical  schools,  nearly  400  major  teaching  hospitals,  more  than  105,000 
faculty  in  98  academic  and  scientific  societies,  and  the  nation's  66,000  medical  students 
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and  97,000  residents.  The  AAMC's  Council  of  Teaching  Hospitals  and  Health  Systems 
(COTH)  is  composed  of  approximately  400  major  teaching  hospitals  and  health  systems. 
Teaching  hospitals  are  essential  "classrooms"  for  physicians,  nurses,  and  other  health 
professionals  and  providers. 

HOMELAND  DEFENSE 

Mr.  Regula:  Funding  provided  by  this  Subcommittee  for  homeland  defense  is  to 
support  activities  related  to  countering  potential  biological,  disease,  chemical,  and 
radiological  threats  to  civilian  populations.  Dr.  Gerberding,  how  much  of  the  roughly 
$2.2  billion  provided  to  CDC  for  FY2002  do  you  estimate  supports  bio-preparedness 
activities  and  how  much  do  you  estimate  supports  chemical  and/or  radiological 
preparedness?  What  about  the  funding  for  FY2003? 

Dr.  Gerberding:  The  $2.2  billion  received  in  FY  2002  represents  an 
unprecedented  investment  in  terrorism  preparedness  and  response  activities.  Included  in 
this  investment  was  $918  million  sent  out  to  62  grantees  including  all  50  states, 
Washington  DC,  3  large  cities,  and  8  U.S.  territories.  This  investment  has  supported 
many  preparedness  activities  including  chemical  and  radiological  threats  as  well  as 
strengthening  overall  state  and  local  public  health  capacity  for  non-terrorist  outbreaks  of 
disease  and  other  public  health  emergencies.  For  example,  the  buildup  of  the 
surveillance  and  epidemiologic  capacity  in  states  has  not  only  helped  prepare  for  a 
possible  bioterrorist  attack,  but  has  allowed  states  to  be  better  prepared  for  responding  to 
the  West  Nile  Virus  outbreak  and  monitoring  Severe  Acute  Respiratory  Syndrome 
(SARS)  cases  across  the  U.S.  Reporting  an  amount  the  directly  supports  only 
bioterrorism  preparedness  is  difficult,  especially  when  looking  at  dollars  spent  by  the 
states  for  overall  preparedness. 

Internally,  CDC  is  continuing  to  prepare  for  biological,  chemical,  and 
radiological  threats.  Roughly,  $50  million  is  spent  to  upgrade  CDC  capacity  to  respond 
to  biological  threats.  CDC  spent  around  $40  million  on  chemical  and  radiological 
threats.  Because  of  increased  funding  in  FY03,  CDC  expects  increase  effort  in  all  areas 
including  biological,  chemical,  and  radiological  preparedness. 

Mr.  Regula:  What  is  your  estimate  in  FY2003  for  support  of  activities  related  to 
strengthening  the  environmental  public  health  response  to  terrorism?  How  much  is 
requested  for  FY2004? 

Dr.  Gerberding:  CDC  estimates  it  will  provide  $5.5  million  to  our  state  partners 
to  maintain  surge  capacity  for  the  detection  of  chemical  agents  in  the  environment  and 
an  addition  $15.1  million  to  provide  guidance  to  environmental  public  health  programs 
and  develop  a  system  of  sharing  best  practices  for  environmental  health  programs 
among  CDC,  state  and  local  environmental  health  programs.  We  anticipate  FY  04 
funding  level  to  remain  constant  with  our  current  level  of  funding. 
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Mr.  Regular  What  is  the  status  of  the  creation  of  an  Environmental  Health 
Service  Corps  program?  How  much  do  you  estimate  the  CDC  will  spend  on  the  program 
in  FY2003?  How  much  is  requested  for  FY2004? 

Dr.  Gerberding:  The  status  Environmental  Public  Health  Service  Corps 
(EPHSC)  program  is  preliminary.  This  program  can  increase  the  number  of  highly 
trained  professionals  in  the  field  of  environmental  public  health.  Additionally,  the 
EPHSC  can  provide  a  deployable  asset  to  respond  to  environmental  public  health  issues 
related  to  emergencies  including  disease  outbreaks,  natural  disasters,  terrorism  and  other 
public  health  concerns.  Due  to  the  preliminary  nature  of  the  program,  no  funds  have  yet 
been  spent,  but  the  EPHSC  is  ready  for  deployment  if  funding  becomes  available. 

BIODEFENSE 

Mr.  Regula:  Dr.  Zerhouni,  how  much  of  the  roughly  $1.6  billion  NIH  estimates 
will  be  spent  on  biodefense  in  FY2003  do  you  estimate  will  support  bio-preparedness 
research  activities  and  how  much  do  you  estimate  will  support  chemical  and/or 
radiological  preparedness? 

Dr.  Zerhouni:  Immediately  following  the  terrorist  events  of  the  autumn  of 2001, 
the  National  Institute  of  Allergy  and  Infectious  Diseases  (NIAID)  launched  an  expansion 
of  its  ongoing  program  of  biodefense  research.  The  focus  of  this  effort  has  been  on 
basic  research  and  the  application  of  such  research  to  the  discovery  and  development  of 
countermeasures  for  civilian  terrorism  utilizing  human  microbial  pathogens  or  their 
toxins.  From  the  larger  NIH  perspective,  this  initial  focus  on  microbial  terrorism  was 
essential  and  appropriate,  given  the  lead  role  played  by  the  NIAID  in  federal  biomedical 
infectious  disease  research,  and  I  believe  that  the  current  allocation  of  the  NIH 
biodefense  R&D  budget  is  appropriate. 

I  have  informed  the  other  Institutes  and  Centers  of  the  NIH  that  new  biodefense 
research  initiatives  or  activities  addressing  other  areas  of  NIH  concern  (i.e.,  chemical 
and  radiological/nuclear  terrorism,  and  behavioral/mental  health  aspects  of  terrorism) 
should  be  addressed  within  the  current  budget  allocation  of  those  ICs,  or  they  should 
seek  future  year  "biodefense"  increases  tlirough  the  annual  budget  process. 

Mr.  Regula:  Why  is  there  such  a  disparity  between  biological  and  chemical 
preparedness  amounts?  Do  you  anticipate  that  the  mix  among  bio  and  chemical 
preparedness  to  vary  over  time  and  across  States? 

Dr.  Gerberding:  States  have  chosen  to  invest  their  terrorism  preparedness 
resources  in  a  number  of  activities  including  chemical  and  radiological  threats. 
Reporting  amounts  this  way  is  difficult  because  overall  preparedness  efforts  support 
preparation  for  all  hazards.  Since  states  have  discretion  based  on  the  state's  own  needs 
as  how  mnds  are  allocated  across  activities,  CDC  cannot  prospectively  determine  how 
funds  will  be  allocated  in  the  coming  year. 
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Mr.  Regula:  Dr.  Zerhouni,  it  is  clear  why  NIH  would  take  the  lead  in  research 
about  countermeasures  for  biological  threats  given  its  long  record  in  viruses  and 
bacterial  infection.  But  it  is  less  clear  why  NIH  is  the  natural  site  for  research  on 
chemical  and  radiological  threats.  From  Dr.  Gerberding's  written  statement,  it  seems  that 
CDC  has  been  very  involved  in  lab  work  with  chemical  agents.  What  experience  does 
NIH  have  in  supporting  this  type  of  research? 

Dr.  Zerhouni:  A  number  of  NIH  Institutes  and  Centers  support  research  that  is 
very  relevant  to  the  challenges  posed  in  developing  countermeasures  for  radiological  and 
chemical  terrorism.  For  example,  the  National  Cancer  Institute  has  a  long  history  of 
supporting  research  related  to  the  prevention  of  injury  to  normal  tissue  resulting  from 
radiation  therapy  of  cancer.  Two  examples  in  the  arena  of  chemical  injury  include 
research  on  neurotransmitters  supported  by  the  National  Institute  on  Neurological 
Diseases  and  Stroke,  and  research  on  blood  cell  growth  and  development  supported  by 
the  National  Heart  Lung  and  Blood  Institute  supports  basic.  While  we  agree  that  the 
NIH  will  probably  not  have  a  predominant  role  in  the  total  national  effort  of 
preparedness  for  chemical  and  radiological  threats,  it  is  clear  that  we  may  have  the 
opportunity  to  make  important  contributions  in  relevant  biomedical  research  to  help  deal 
with  them. 

Mr.  Regula:  How  would  NIH's  work  differ  from  that  of  the  CDC? 

Dr.  Zerhouni:  The  same  distinctions  between  the  fundamental  roles  of  the  CDC 
and  the  NIH  that  apply  in  the  case  of  research  on  biological  threats  would  apply  in  the 
case  of  research  on  chemical  and  radiological  threats.  The  NIH  supports  basic 
biomedical  research  and  the  application  of  such  research  to  the  development  of 
countermeasures  through  advanced  development,  involving  partnerships  with  industry 
and  academia.  The  role  of  the  CDC  is  more  in  the  areas  of  surveillance  and  risk 
assessment  research,  and  research  related  to  emergency  response  and  preparedness  for  it. 

Mr.  Regula:  Why  would  the  Allergy  Institute  take  the  lead  rather  than  Institutes 
like  Cancer  and  NIDDK  that  have  experience  in  radiological  exposure? 

Dr.  Zerhouni:  Because  of  its  extensive  experience  in  planning  and  building  a 
vibrant  biodefense  research  and  development  research  program  since  the  autumn  of 
2001,  the  NIAID  has  taken  the  initial  NIH  steps  with  regard  to  chemical  and 
nuclear/radiological  terrorism.  These  steps  include  initiating  a  meeting  with  the 
leadership  of  the  National  Academy  of  Sciences  to  explore  potential  areas  of 
collaboration  and  cooperation,  and  the  convening  of  two  expert  panels  to  help  frame  the 
Alandscape@  of  biomedical  research  and  development  needs  in  these  areas.  A  number 
of  other  ICs  also  participated  actively  in  these  panel  meetings. 

To  facilitate  our  planning  in  these  and  other  areas  across  the  NIH,  we  have 
established  the  NIH  Coordinating  Committee  for  Biodefense  Research,  to  include 
Institutes  and  Centers  with  substantive  commitments  to  the  development  of 
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countermeasures  or  preparedness  for  terrorism  against  the  civilian  population.  NIAID 
will  staff  this  committee  for  the  NIH,  but  each  IC  will  work  within  the  context  of  its 
own  planning  and  budget  processes  to  develop  research  agendas  and  implement  research 
and  development  programs  relevant  to  its  mission. 

HOSPITAL  PREPAREDNESS 

Mr.  Regula:  Congress  provided  $135  million  for  Hospital  Preparedness  in 
FY2002  and  $518  million  in  FY2003.  How  do  you  expect  these  funds  will  be  used  in 
FY2003? 

Dr.  Duke:  FY  2003  funds  will  be  used  to  provide  a  substantial  expansion  of  the 
bioterrorism  hospital  preparedness  efforts  begun  in  FY  2002.  There  will  be  a  significant 
program  expansion  into  the  areas  of  chemical,  radiological  and  explosive  terrorism 
preparedness.  In  addition,  there  will  be  new  emphases  on  hospital  laboratory  capacity, 
emergency  medical  services  and  mental  health.  The  benchmarks  listed  below  provide 
examples  of  the  specific  types  of  priorities  that  the  program  expects  the  states  to  address 
as  part  of  their  FY  2003  implementation  efforts. 

Mr.  Regula:  Provide  the  benchmarks  that  will  be  used  in  FY03.  How  do  you 
plan  to  monitor  progress  towards  reaching  the  established  benchmarks? 

Dr.  Duke:  Every  six  months,  a  formal  progress  report  is  submitted  which  details 
activities  on  all  required  aspects  of  the  project.  Overall  program  evaluation  is  thus 
possible  by  entering  common  objective  data  elements  into  a  program  database  to  define 
areas  needing  improvement  over  the  next  six  months. 

Benchmarks  for  FY  2003  include  the  following: 

Establish  a  system  that  allows  the  triage,  treatment  and  disposition  of  at 
least  500  adult  and  pediatric  patients  per  1,000,000  population  with  acute 
illness  or  trauma  requiring  hospitalization  from  a  biological,  chemical, 
radiological  or  explosive  terrorist  incident. 

•  Upgrade  or  maintain  airborne  infectious  disease  isolation  capacity  to 
have  at  least  one  negative  pressure,  HEPA-filtered  isolation  facility  per 
awardee,  to  be  placed  in  accord  with  the  findings  of  the  awardee's  needs 
assessments.  Such  facilities  must  be  able  to  support  the  initial  evaluation 
and  treatment  of  1 0  patients  at  a  time  having  a  clinical  contagious 
syndrome  suggestive  of  smallpox,  plague  or  hemorrhagic  fever,  prior  to 
movement  to  a  definitive  isolation  facility. 

•  Establish  a  response  system  that  allows  the  immediate  deployment  of  1 00 
or  more  extra  health  care  personnel  per  1 ,000,000  population  in  urban 
areas,  and  50  or  more  health  care  personnel  per  1 ,000,000  of  population 
in  rural  areas. 
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•  Develop  a  system  that  allows  the  credentialmg  and  supervision  of 
clinicians  not  normally  working  in  facilities  responding  to  a  terrorist 
incident. 

•  Establish  a  response  system  that  allows  the  triage,  treatment  and 
disposition  of  10,000  asymptomatic  adult  and  pediatric  patients  per 
1,000,000  population  with  exposure  to  an  infectious  disease  or 
radiological  source  requiring  medication  prophylaxis  or  immunization 
within  the  first  four  days  of  a  terrorist  incident. 

•  Ensure  adequate  personal  protective  equipment  to  protect  1 00  or  more 
extra  personnel  per  1,000,000  of  population  in  urban  areas,  and  50  or 
more  personnel  per  1,000,000  of  population  in  rural  areas,  during  a 
biological,  chemical  or  radiological  threat. 

Ensure  that  adequate  portable  or  fixed  decontamination  systems  exist  for 
managing  500  patients  and  health  care  workers  per  million  population, 
who  have  been  exposed  to  biological,  chemical  or  radiological  threats. 

•  Establish  a  system  that  allows  the  provision  of  short  and  long-term 
mental  health  services  to  5,000  adult  and  pediatric  clients  and  health  care 
workers  per  1,000,000  population  exposed  to  a  biological  chemical, 
radiological  or  explosive  terrorist  incident. 

•  Develop  a  mutual  aid  plan  for  upgrading  and  deploying  EMS  units  in 
jurisdictions  they  do  not  normally  cover,  in  response  to  a  mass  casua!ty 
incident  due  to  terrorism.  This  plan  must  ensure  the  capability  of 
providing  EMS  coverage  for  at  least  500  patients  per  million  of 
population  per  day. 

•  Implement  a  hospital  laboratory  program  that  is  coordinated  with 
currently  funded  CDC  laboratory  capacity  efforts,  and  which  provides 
rapid  and  effective  hospital  laboratory  services  responding  to  terrorism 
and  other  public  health  emergencies. 

•  Enhance  the  capability  of  rural  and  urban  hospitals,  clinics,  emergency 
medical  services  systems  and  poison  control  centers  to  report  syndromic 
and  diagnostic  data. 

Mr.  Regula:  What  kind  of  oversight  is  planned  by  HRSA  for  State 
implementation? 

Dr.  Duke:  The  program  assigns  project  officers  to  work  with  state  health 
department  cooperative  agreements  awardees  in  implementing  their  programs.  These 
project  officers  have  special  expertise  in  a  variety  of  areas  germane  to  bioterrorism 
preparedness  issues.  Monitoring  is  done  by  working  with  grantees  first  on  any  grant 
conditions  or  funding  restrictions  arising  out  of  the  objective  grant  review  process.  This 
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is  followed  by  regular  review  of  and  comments  on  implementation  plans  as  the  grantee 
develops  them. 

Mr.  Regula:  Please  describe  for  the  Subcommittee  the  President's  BioShield 
proposal. 

Mr.  Hauer:  BioShield  has  three  objectives:  The  first  is  to  establish  a  secure 
funding  source  for  purchase  of  critical  biomedical  countermeasures.  A  permanent 
indefinite  appropriation  to  DHS  is  proposed.  Funding  would  be  available  for  production 
of  countermeasures  once  manufacture  of  licensable  products  is  judged  scientifically 
feasible.  The  appropriation  would  be  used  only  after  the  President  has  approved  a  joint 
request  from  the  Secretaries  of  Homeland  Security  and  Health  and  Human  Services. 

The  second  objective  is  to  provide  increased  authorities  and  flexibility  for  the 
National  Institute  of  Allergy  and  Infectious  Diseases  of  the  NIH  to  expedite  research  and 
development  of  critical  biomedical  countermeasures.  The  intent  is  to  streamline 
procurement  authority,  expedite  review  of  grants,  contracts  and  cooperative  agreements 
and  bolster  authorities  for  acquisition,  construction,  and  renovation  of  facilities.  It 
would  also  expedite  professional  and  personal  services  contracts  and  provide  flexibility 
with  regard  to  personnel  authority. 

The  third  objective  is  to  establish  an  FDA  Emergency  Use  Authorization  for 
critical  biomedical  countermeasures.  Based  on  a  threat  determination  by  the  Secretary  of 
Homeland  Security,  the  Secretary  of  Defense,  and  the  Secretary  of  Health  and  Human 
Services  would  issue  an  order  allowing  an  unapproved  drug  or  biologic  to  be  used  in  an 
emergency.  The  HHS  Secretary  must  find  that  there  is  reason  to  believe:  that  the  product 
is  effective;  that  the  benefits  outweigh  the  risks;  and  that  there  is  no  adequate  alternative. 
For  example,  this  new  authority  could  be  used  to  facilitate  the  use  of  the  Aventis-Pasteur 
smallpox  vaccine,  a  currently  unlicensed  product,  in  an  emergency.  The  HHS  Secretary 
could  impose  certain  conditions  (e.g.,  who  may  administer  and  to  whom,  consent 
requirements,  labeling  and  record  keeping)  on  such  emergency  use. 

Mr.  Regula:  Where  is  the  proposal  in  the  authorization  process? 

Mr.  Hauer:  As  of  April  9,  2003,  S15  was  introduced  by  Senator  Gregg  on 
March  11,  2003.  It  was  reported  out  by  the  Health,  Education,  Labor,  and  Pensions 
Committee  on  March  25th  and  placed  on  the  Senate  Legislative  Calendar  under  General 
Orders.  No  House  bill  has  been  introduced. 

Mr.  Regula:  Why  is  it  essential  that  funding  be  mandatory? 

Mr.  Hauer:  Mandatory  funding  is  essential  to  assure  the  long-term  stability  of 
government  funding  which  can  provide  the  incentive  needed  for  industry  to  develop, 
manufacture  and  maintain  a  supply  of  needed  countermeasures  such  as  vaccines.  With 
the  government  as  the  only  buyer,  annual  appropriation  process  is  too  unpredictable  to 
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provide  an  assurance  of  stable  funding  that  industry  would  require  before  it  makes  a 
sizable  investment  to  build  the  manufacturing  capability  and  conduct  the  animal  and 
clinical  studies  needed  to  license  a  product. 

Mr.  Regula:  How  much  does  the  Department  estimate  will  be  spent  annually 
under  the  President's  proposal? 

Mr.  Hauer:  It  was  estimated  that  approximately  $6B  would  be  needed  over  10 
years  for  anthrax,  smallpox  and  Ebola  vaccines  and  botulinum  antitoxins. 

Mr.  Regula:  Will  funds  under  the  President's  BioShield  proposal  be  available  to 
support  the  research  and  development  costs  of  commercially  non-viable 
countermeasures? 

Mr.  Hauer:  As  indicated  above,  Bioshield  funding  is  intended  to  suggest 
research  and  development  of  medical  countermeasures  that  do  not  otherwise  have  a 
commercial  market.  It  is  anticipated  that  under  Project  BioShield  companies  could  sell 
such  countermeasures  to  the  government  at  prices  that  would  include  the  cost  of  the  later 
stages  of  development  such  as  phase  3  human  trials  and  pivotal  animal  trials. 

Mr.  Regula:  Please  describe  for  the  Subcommittee  the  President's  Bio  Watch 
proposal. 

Mr.  Hauer:  Bio  Watch  is  a  federally  initiated  effort  to  conduct  surveillance  for 
environmental  exposures  caused  by  intentional  release  of  biologic  agents.  The 
Environmental  Protection  Agency  (EPA)  maintains  a  network  of  over  4000  air  samplers 
nationwide  for  monitoring  air  pollutants.  In  BioWatch,  air  samplers  in  each  of  several 
cities  have  been  equipped  for  24  hours-per-day  monitoring  for  selected  biological 
agents.  Filters  from  these  samplers  are  removed  at  least  once  each  day  and  transported 
to  a  designated  public  health  laboratory  that  participates  in  the  Laboratory  Response 
Network  (LRN),  where  they  are  analyzed  for  agents  that  might  be  used  in  acts  of 
bioterrorism  (including  the  causative  agents  of  anthrax  and  smallpox). 

Results  from  BioWatch  will  constitute  one  of  many  inputs  into  public  health 
decision-making  and  national  security.  The  challenge  with  BioWatch  will  be  for  public 
health  officials  to  interpret  signals  promptly,  deciding  on  next  steps  rapidly  and 
prudently.  Thus,  input  from  BioWatch  could,  in  certain  circumstances  (e.g.,  especially 
if  BioWatch  information  is  coupled  with  corroborative  information  from  other  sources), 
trigger  emergency  response  and  consequence  management  activities.  These  emergency 
response  activities  would,  however,  follow  well-established  procedures,  with  defined 
roles  and  responsibilities,  for  emergency  management  and  would  not  be  unique  to 
BioWatch. 

Mr.  Regula:  Which  agencies  are  involved  in  this  initiative? 
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Mr.  Hauer:  The  lead  Federal  agency  for  Bio  Watch  is  the  Department  of 
Homeland  Security  (DHS).  The  Environmental  Protection  Agency  (EPA)  is  providing 
collection  sites  and  personnel  to  attend  the  sample  collectors  positioned  at  these  sites. 
The  Department  of  Defense  (DOD)  is  providing  collectors,  expertise  in  sample 
collection  and  analysis.  The  DHS  National  Laboratories,  Lawrence  Livermore  National 
Laboratory  and  Los  Alamos  National  Laboratory  are  providing  technical  assistance  in 
the  R&D  aspects  during  the  roll-out  period.  Formerly  part  of  the  Department  of  Energy 
(DOE),  Los  Alamos  National  Laboratory  (LANL)  provides  site  selection  and  collector 
placement  assistance  while  Lawrence  Livermore  National  Laboratory  (LLNL)  provides 
LRN  laboratory  sample  analysis  design  assistance  and  has  provided  sample  analysis 
capability  during  the  roll-out  period.  The  Department  of  Health  and  Human  Service's 
Office  of  the  Assistant  Secretary  for  Public  Health  Emergency  Preparedness 
(DHHS/OASPHEP)  has  provided  oversight  in  the  Office  of  the  Secretary  for  overall 
DHHS  participation  in  Bio  Watch.  This  participation  has  been  in  two  areas.  Firstly, 
through  the  LRN  laboratories  throughout  the  nation,  the  Department  of  Health  and 
Human  Service's  Centers  for  Disease  Control  and  Prevention  (CDC)  has  provided 
guidance,  training  and  materials  in  support  of  an  integration  of  sample  collection  and 
local  public  health  laboratory  sample  analysis.  Secondly,  HHS  has  facilitated  attempts 
to  insure  integration  of  consequence  management  efforts  should  a  positive  determination 
be  made  at  one  or  more  of  the  collection  sites  by  facilitating  inter-agency  regional 
meetings.  OASPHEP  has  coordinated  efforts  through  its  command  center  and  that  at  the 
CDC  to  provide  guidance  on  an  integrated  local,  state  and  federal  response  plan  should  a 
biological  release  event  be  detected.  All  the  Federal  agencies  are  collaborating  with 
local  and  state  officials  to  implement  this  program. 

Mr.  Regular  How  much  do  you  expect  will  be  spent  on  Bio  Watch  in  FY2003? 

Mr.  Hauer:  The  Department  of  Homeland  Security  has  responsibility  of  the 
overall  spending  on  Bio  Watch  and  the  exact  figure  is  being  determined  by  DHS.  An 
estimate  to  date  (March  03)  of  HHS's  expenditures  to  support  the  laboratory  analysis 
component  is  $1.3  million  dollars  while  a  budget  estimate  for  the  entire  FY2003  period 
is  $9  million  dollars.  In  addition,  monies  have  been  spent  to  support  planning  for  the 
consequence  management  aspects  of  a  positive  event,  should  one  occur,  and  information 
exchange  to  support  results  notification.  The  Bio  Watch  initiative  was  not  included  in 
the  FY03  budget  and  monies  expended  to  support  the  initiative  have  been  committed 
with  the  assurance  from  senior  officials  at  DHS  that  an  interagency  transfer  of  funds 
would  take  place  as  soon  as  the  newly  created  DHS  is  able  to  do  so. 

Overall,  HHS's  spending  for  Bio  Watch  will  be  in  three  areas: 

•         Support  of  LRN  laboratory  analysis  activities  at  the  CDC  and  state 
laboratories  that  are  LRN  members  and  have  been  designated  for 
BioWatch  activities; 


Support  for  information  technology  to  manage  data  flow  and; 
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•        Support  for  consequence  management  under  public  health  response 
planning. 

Mr.  Regula:  How  much  is  requested  for  FY2004? 

Mr.  Hauer:  No  funds  have  been  specifically  allocated  to  support  Bio  Watch  in 
the  DHHS  FY04  budget.  Estimates  on  funds  needed  would  depend  on  the  number  of 
supported  cities,  the  collection  frequencies  in  these  cities,  the  number  of  biological 
agents  tested  for  in  each  participating  city.  Duplication  of  fixed  cost  investments  such 
as  equipment  would  not  be  necessary  in  FY2004  but  reagent  and  personnel  costs  would 
continue  at  comparable  rates  for  comparable  levels  of  efforts. 

Mr.  Regula:  Which  appropriated  activity  will  support  the  BioWatch  initiative? 

Mr.  Hauer:  The  U.S.  Department  of  Homeland  Security  is  the  lead  federal 
agency  sponsoring  the  initiative  and  expected  to  ultimately  provide  the  support  for 
BioWatch.  In  this  regard,  the  CDC's  Office  of  Terrorism  Preparedness  and  Emergency 
Response  is  expected  to  execute  a  Memorandum  of  Understanding/Interagency 
Agreement  for  reimbursement  of  costs  incurred  by  CDC  on  the  behalf  of  Homeland 
Security. 

PRESIDENT'S  BIOSENSE  INITIATIVE 

Mr.  Regula:  Please  describe  for  the  Subcommittee  the  President's  BioSense 
initiative. 

Dr.  Gerberding:  CDC  is  seeking  to  supplement  existing  surveillance  capacity  by 
obtaining  information  from  additional  sources.  Possibilities  include  emergency  room 
visits,  lab  tests  ordered,  sales  of  over-the-counter  medications,  etc. 

Mr.  Regula:  Which  agencies  are  involved  in  this  initiative? 

Dr.  Gerberding:  At  the  Federal  level,  CDC  has  been  working  with  the 
Department  of  Homeland  Security,  tue  White  House  Office  of  Science  and  Technology 
Policy  (OSTP),  DoD's  Office  of  Health  Affairs,  the  Department  of  Veterans  Affairs,  and 
the  Department  of  Energy. 

Mr.  Regula:  How  much  do  you  estimate  will  be  spent  on  BioSense  in  FY2003? 

Dr.  Gerberding:  Precise  spending  estimates  are  not  yet  developed;  CDC's  costs 
will  be  fully  financed  in  FY  2003  and  FY  2004  within  existing  appropriations/requests 
for  CDC  Capacity  (through  the  Public  Health  and  Social  Services  Emergency  Fund). 

Mr.  Regula:  How  much  is  requested  for  FY2004? 
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Dr.  Gerberding:  Precise  spending  estimates  are  not  yet  developed. 

Mr.  Regular  Which  appropriated  account  will  support  the  BioSense  initiative? 

Dr.  Gerberding:  BioSense  will  be  supported  by  the  Public  Health  and  Social 
Services  Emergency  Fund. 

BIOWATCH 

Mr.  Regula:  What  is  the  involvement  of  CDC's  Laboratory  Response  Network 
labs  in  Bio  Watch? 

Dr.  Gerberding:  The  LRN  is  a  essential  component  of  BioWatch.  To  date,  30 
LRN  laboratories  have  dedicated  trained  personnel,  and  LRN-developed  protocols  for 
assays  to  test  for  six  specific  biological  agents.  Twenty  state-based  laboratories,  all  LRN 
members,  have  full  analytic  capacity  for  PCR  and  are  testing  air  collector  samples  seven 
days  a  week.  In  addition  to  these  20  hub  testing  labs,  another  10  labs  are  involved  to  a 
lesser  extent  with  the  preparation  of  air  collector  filters  and  shipment  of  samples  to  hub 
testing  lab  facilities. 

CDC  support  of  the  LRN  has  been  responsible  for  the  development  and 
production  of  the  PCR  assays,  distribution  of  the  procedures  and  test  reagents,  end  user 
support  via  website  help  desk,  and  logistical  supply  of  laboratory  material.  In  addition, 
because  the  BioWatch  program  has  strained  lab  capacity,  the  LRN  has  provided  funding 
for  emergency  hires  to  maintain  testing  operations  in  the  designated  state  labs. 
Additional  CDC  resources  were  directed  in  support  of  start-up  requirements,  such  as 
laboratory  material,  information  technology,  and  overall  response  planning. 

Mr.  Regula:  How  much  of  the  estimated  cost  of  this  initiative  will  be  spent  at 
the  State  and  local  level 

Mr.  Hauer:  An  estimated  75%  or  more  of  DHHS's  budget  for  costs  associated 
with  the  FY2003  start  up  of  BioWatch  will  be  spent  directly  on  resource  activities  at  the 
state  and  local  level.  These  state  and  local  level  expenditures  represent  funding  for 
FTEs  in  state  laboratories,  travel  for  state  and  local  laboratory  workers  to  the  CDC's 
Atlanta  campus  for  training,  development  and  production  of  test  reagents,  distribution  of 
reagents,  and  provision  of  other  supplies  and  equipment  needed  in  the  testing 
methodology.  These  expenditures  represent  both  one-time  and  recurring  costs.  As 
BioWatch  prepares  to  move  into  FY2004,  some  costs  ~  most  notably  the  $3.5  million 
for  emergency  FTEs  -  will  be  shifted  to  the  Department  of  Homeland  Security. 

SYNDROMIC  SURVEILLANCE  SYSTEMS 

Mr.  Regula:  How  many  states  and/or  cities  are  testing  syndromic  surveillance 
systems? 
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Dr.  Gerberding:  Data  from  grantees  sent  to  the  Association  of  State  and 
Territorial  Health  Officials  (ASTHO)  indicate  there  are  a  handful  of  states  are  testing 
syndromic  surveillance  systems. 

Mr.  Regula:  How  much  do  you  estimate  is  being  spent  on  testing  these  systems? 

Dr.  Gerberding:  Grantees  budgeted  for  just  over  $200,000,000  for  activities  in 
Focus  Area  B  (Epidemiology  and  Surveillance).  A  small  portion  of  those  funds  have 
been  used  to  test  syndromic  surveillance  systems  by  grantees.  The  guidance  issued  to 
the  grantees  provided  designated  "critical  capacities"  activities  that  are  deemed  high 
priority,  and  "enhanced  capacities"  activities  to  be  considered  when  some  baseline  level 
of  capacity  had  been  developed.  Development  and  testing  of  syndromic  surveillance 
systems  is  considered  an  "enhanced  capacity". 

Mr.  Regula:  Is  there  any  coordination  among  states  and  localities  testing  these 
types  of  systems? 

Dr.  Gerberding:  CDC  has  provided  regional  meetings  for  Focus  Area  B  leaders 
and  has  encouraged  the  sharing  of  tools  developed  by  grantees  among  the  participants. 
CDC  is  also  developing  a  document  that  describes  how  to  evaluate  the  components  of  a 
syndromic  surveillance  system  and  has  issued  an  MMWR  that  describes  guidelines  for 
evaluating  public  health  surveillance  systems.  Finally,  we  are  evaluating  how  national 
level  data  sources  might  be  useful  for  public  health  surveillance. 

Mr.  Regula:  How  will  the  Department  ensure  that  federal  dollars  are  not  spent  in 
a  duplicative  fashion  testing  new  systems  and  approaches? 

Dr.  Gerberding:  CDC  has  issued  the  NEDSS  and  PHIN  standards  to  guide 
grantees  when  developing  specific  electronic  disease  reporting  systems  that  will  meet 
the  recipient  activities  contained  within  the  guidance  of  the  cooperative  agreement.  In 
addition,  CDC  is  developing  software  for  voluntary  use  by  grantees,  the  NEDSS  Base 
System.  Grantees  will  develop  and  deploy  systems  based  on  the  NEDSS  standards,  or 
chose  to  use  the  NEDSS  Base  System. 

Mr.  Regula:  How  do  States  and  localities  learn  of  the  lessons  learned  by  those 
testing  new  systems? 

Dr.  Gerberding:  CDC  has  provided  regional  meetings  for  Focus  Area  B  leaders 
and  has  encouraged  the  sharing  of  tools  developed  by  grantees  among  the  participants. 
In  addition,  CDC  has  convened  national  conferences  for  grantees  around  the  National 
Electronic  Disease  Surveillance  Systems  (NEDSS),  and  die  Public  Health  Information 
Network  (PHIN)  -  both  critical  for  sharing  new  information  for  applications  available 
for  public  health  surveillance.  CDC  has  also  convened  partner  groups  to  address  system 
compliance  with  PHIN  standards. 
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CENTERS  FOR  PUBLIC  HEALTH  PREPAREDNESS 

Mr.  Regula:  Please  describe  for  the  Subcommittee  the  Centers  for  Public  Health 
Preparedness  program. 

Dr.  Gerberding:  Established  in  FY  2000,  the  Centers  for  Public  Health 
Preparedness  (CPHP)  Program  serves  as  an  integrated  national  system  for  improving  the 
capacity  of  the  front-line  public  health  and  health  care  worker  to  respond  to 
bioterrorism,  other  infectious  disease  outbreaks,  and  other  public  health  threats  and 
emergencies.  The  program  is  aimed  at  providing  professional  workforce  development 
services  to  personnel  at  State  and  local  health  departments,  community-based 
organizations  and  other  entities  charged  to  carry  out  CDC  programs  in  general  and 
bioterrorism  and  infectious  disease  control  and  prevention,  in  particular. 

Two  types  of  centers  are  in  place: 

1.  Academic  Centers:  Established  in  accredited  schools  of  public  health, 
these  Centers  link  schools  of  public  health  with  state  and  local  health 
agencies  and  other  partners  to  assess  workforce  training  needs  and  to 
develop  and  to  deliver  terrorism  preparedness  and  response  training. 

2.  Specialty  Centers:  Established  in  a  variety  of  colleges  or  universities, 
these  Centers  focus  on  specific  topic  areas  or  professional  disciplines 
(e.g.,  bioterrorism,  public  health  law,  informatics); 

Mr.  Regula:  How  many  Centers  are  involved  in  the  Network? 

Dr.  Gerberding:  Currently  there  are  24  Centers  --  1 9  Academic  Centers  and  5 
Specialty  Centers.  The  total  number  of  Centers  is  expected  to  increase  to  32  in  2003  due 
to  additional  funding  and  Congressional  earmarks. 

Mr.  Regula:  Where  are  the  Centers  located? 

Dr.  Gerberding:  Academic  Centers  (funded  through  CDC's  Cooperative 
Agreement  with  the  Association  of  Schools  of  Public  Health[ASPH]) 

1 .  Center  for  Public  Health  Preparedness  and  Research,  Emory  University, 
Rollins  School  of  Public  Health,  Atlanta,  GA 

2.  Harvard  Center  for  Public  Health  Preparedness,  Harvard  University 
School  of  Public  Health,  Boston,  MA 

3.  Heartland  Center  for  Public  Health  Preparedness,  Saint  Louis  University 
School  of  Public  Health,  St.  Louis,  MO 

4.  Illinois  Public  Health  Preparedness  Center  at  the  University  of  Illinois  at 
Chicago,  School  of  Public  Health,  Chicago,  IL 
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5.  Academic  Center  for  Public  Health  Preparedness,  Johns  Hopkins 
University,  Bloomberg  School  of  Public  Health,  Baltimore,  MD 

6.  Center  for  Public  Health  Preparedness  at  Mailman  School  of  Public 
Health,  Columbia  University,  New  York,  NY 

7.  North  Carolina  Center  for  Public  Health  Preparedness,  University  of 
North  Carolina  at  Chapel  Hill,  School  of  Public  Health,  Chapel  Hill,  NC 

8.  Northwest  Center  for  Public  Health  Preparedness  at  the  University  of 
Washington,  School  of  Public  Health  and  Community,  Seattle,  WA 

9.  Center  for  Public  Health  Preparedness,  State  University  of  New  York  at 
Albany,  School  of  Public  Health,  Albany,  NY 

1 0.  South  Central  Center  for  Public  Health  Preparedness,  Tulane  University 
School  of  Public  Health  and  Tropical  Medicine,  New  Orleans,  LA,  and 
School  of  Public  Health,  University  of  Alabama  at  Birmingham, 
Birmingham,  AL 

1 1 .  University  of  California  at  Berkeley  School  of  Public  Health,  Berkeley, 
CA 

12.  Center  for  Public  Health  and  Disasters,  University  of  California  at  Los 
Angeles  School  of  Public  Health,  Los  Angeles,  CA 

13.  Iowa  Center  for  Public  Health  Preparedness,  University  of  Iowa,  College 
of  Public  Health,  Iowa  City,  IA 

14.  Minnesota  Center  for  Public  Health  Preparedness,  University  of 
Minnesota  School  of  Public  Health,  Minneapolis,  MN 

1 5.  Academic  Center  for  Public  Health  Preparedness,  University  of  Michigan 
School  of  Public  Health,  Ann  Arbor,  MI 

16.  Southwest  Center  for  Public  Health  Preparedness,  University  of 
Oklahoma  College  of  Public  Health 

17.  University  of  Pittsburgh  Graduate  School  of  Public  Health,  Pittsburgh, 
PA,  and  Ohio  State  University  School  of  Public  Health,  Columbus,  OH 

1 8.  USC  Center  for  Public  Health  Preparedness,  University  of  South 
Carolina  The  Norman  J.  Arnold  School  of  Public  Health,  Columbia,  SC 

19.  Florida  Center  for  Public  Health  Preparedness,  College  of  Public  Health, 
University  of  South  Florida,  Tampa,  FL 

Specialty  Centers  - 

1 .  Center  for  Law  and  the  Public's  Health — a  joint  program  of  Johns 
Hopkins  University,  Baltimore,  MD,  and  Georgetown  University, 
Washington,  DC 

2.  Center  for  the  Study  of  Bioterrorism  and  Emerging  Infections,  St.  Louis 
University,  St.  Louis,  MO 

3.  Center  for  Leadership  in  Education  and  Applied  Research  in  Mass 
Destruction  Defense,  University  of  Georgia,  Athens,  GA 

4.  Center  for  Deterrence  of  Biowarfare  and  Bioterrorism,  University  of 
Louisville,  Louisville,  KY 
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5.        National  Emergency  Response  and  Rescue  Training  Center,  Texas  A&M 
University,  College  Station,  TX 

Mr.  Regula:  What  is  the  average  time  period  and  amount  of  support  per  Center? 

Dr.  Gerberding:  Established  in  2000,  the  Academic  Centers  Program  (A-CPHP) 
was  funded  through  a  cooperative  agreement  with  the  Association  of  Schools  of  Public 
Health  as  a  3-year  program  with  awards  approximately  $500,000  each.  In  2002, 
additional  funding  enabled  the  awards  to  increase  to  $1  million  per  A-CPHP  center.  A 
funding  level  of  $25  million  has  been  appropriated  for  the  A-CPHP  program  in  FY 
2003.  Currently,  the  awards  to  ASPH  for  the  A-CPHPs  are  made  annually  based  on 
available  funds.  Funding  for  the  specialty  centers  is  made  through  competitive  award  or 
designated  Congressional  earmarks,  for  a  1  -  3  year  period,  with  varying  levels  of 
funding. 

Mr.  Regula:  Who  detenriines  the  training  needs  of  public  health  workers? 

Dr.  Gerberding:  Training  needs  for  public  health  workers  are  determined  as  a 
result  of  assessments  developed  in  collaboration  by  practice  and  academic  partners  with 
guidance  from  CDC  and  other  federal  agencies.  CDC  and  other  federal  agencies 
provide  information  about  the  content  and  skills  needed  for  effective  practice.  State  and 
local  agencies  determine  skill  requirements  based  on  the  scope  of  services  provided  and 
information  from  performance  evaluations  including  exercises  and  drills.  Many 
academic  Centers  for  Public  Health  Preparedness  have  worked  directly  with  state  and 
local  partners  to  assess  the  training  needs  of  the  workforce 

Mr.  Regula:  How  are  training  activities  coordinated  across  the  network  of 
Centers? 

Dr.  Gerberding:  Coordination  is  a  central  component  of  the  Centers  program. 
The  Centers  routinely  share  information  with  each  other  through  monthly  conference 
calls  coordinated  by  ASPH  and  CDC.  Additional  opportunities  for  coordination  are  the 
result  of:  specific  center  work  plans,  semi-annual  planning  meetings,  site  visits,  progress 
reports,  specialized  committees  within  the  program  (e.g.  evaluation),  and  participation  in 
national  workforce  development  efforts.  CDC  is  updating  its  CPHP  website  and 
establishing  linkages  to  searchable  databases  of  training  resources.  ASPH  has 
established  a  preparedness  resource  center.  Centers  are  encouraged  to  provide  access  to 
training  products  as  appropriate  nationally  through  the  Public  Health  Training  Network 
and  TrainingFinder.org. 

Mr.  Regula:  What  are  the  goals  of  the  Network? 

Dr.  Gerberding:  The  goal  of  the  Centers  for  Public  Health  Preparedness  network 
is  to  improve  the  capacity  of  the  frontline  public  health  workforce  to  respond  to 
bioterrorism,  other  infectious  disease  outbreaks,  and  other  public  health  threats  and 
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emergencies.  A  major  objective  is  to  establish  a  sustainable  system  to  support  frontline 
readiness  through  strengthened  partnerships  between  the  practice  and  academic 
community. 

Mr.  Regula:  How  will  you  measure  the  success  of  the  network? 

Dr.  Gerberding:  The  Association  of  Schools  of  Public  Health  (ASPH),  in 
partnership  with  CDC,  has  developed  a  workgroup  of  researchers  representing  the 
Academic  Centers  for  Public  Health  Preparedness.  This  workgroup  has  developed  an 
initial  evaluation  framework  and  data  collection  instruments.  The  finalized  framework 
will  guide  a  common  evaluation  process  across  all  the  Academic  Centers  for  Public 
Health  Preparedness  in  FY  2004. 

The  Academic  Centers  for  Public  Health  Preparedness  evaluative  framework 
will  focus  on  the  following  three  areas  of  assessment: 

1 .  Linkage  with  state  and  local  programs 

2.  Technical  expertise  and  assistance  to  enhance  public  health  practice 

3.  Contribution  to  CDC's  national  efforts 

The  success  of  the  Specialty  Centers  for  Public  Health  Preparedness  is  measured 
by  their  ability  to  provide  preparedness  training  to  constituents,  as  outlined  in  a  work 
plan  developed  in  partnership  with  CDC.  The  Specialty  Centers  for  Public  Health 
Preparedness  report  on  the  success  of  the  training  with  data  on  the  following  four 
elements: 

1 .  What  was  the  Target  audience?  (e.g.,  number  of  each  discipline 
attending) 

2.  What  was  the  Content  area?  (Incident  Command  Systems,  Weapons  of 
Mass  Destruction,  Epidemiology,  Risk  Communication,  Laboratory 
Systems/Practice,  Information  Technology,  Legal  Issues,  Mass  Casualty 
Management,  Strategic  National  Stockpile,  Mental  Health  Issues,  Worker 
Safety) 

3.  How  was  training  delivered?  (number  and  types  of  modalities  used) 

4.  What  were  the  outcomes?  (e.g.,  320  trainees  =  surge  capacity  of  nurses 
prepared  to  administer  smallpox  vaccine) 

EMERGENCY  COMMUNICATIONS  SYSTEM 

Mr.  Regula:  What  is  the  CDC's  emergency  communications  system? 

Dr.  Gerberding:  The  CDC  Emergency  Communication  System  (ECS)  is  a 
system  created  to  ensure  rapid,  effective  and  consistent  communications  by  CDC  in  the 
event  of  an  emergency. 
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It  is  comprised  of  10  teams  based  on  function  or  intended  audience.  The  system 
takes  a  comprehensive  approach  to  communications,  emphasizing  that  coordination 
among  the  functions  is  essential  to  ensure  efficient  use  of  communication  resources  in 
responding  to  an  event.  It  also  emphasizes  the  importance  of  the  agency  speaking  and 
responding  in  one  voice  that  is  in  concert  with  the  Department.  The  individual  teams 
are  comprised  of  communication  experts  from  across  the  agency.  The  ECS  has  liaison 
with  the  CDC  Office  of  Terrorism  Preparedness  and  Emergency  Response  and  will  have 
two  seats  in  the  Emergency  Operations  Center,  one  on  the  Main  Floor  that  will  be  the 
liaison  through  the  ECS  Media  Team  and  the  other  in  the  Planning  Room  that  will  be 
the  liaison  through  the  Content  Team.  Below  are  brief  descriptions  of  the  teams' 
functions: 

1 .  Communication  Leadership  -  lead/manage  ECS  and  liaise  with  DHHS 
Public  Affairs  for  unified  communication  strategy; 

2.  Information  Management  -  will  develop  and  obtain  clearance  for  all 
emergency  health  communication  products  and  act  as  a  conduit  for 
information  to  Dissemination  teams; 

3.  Media  -  manage  all  crisis  communications  with  the  news  media; 

4.  Communication  Research  -  provide  CDC  leadership  with  feedback  from 
key  audiences  to  use  in  shaping  responses; 

5.  Web  -  support  emergency  web-based  needs  and  communicate  web 
activities; 

6.  Public  Response  Hotline  -  disseminate  information  and  resource 
references  to  the  public  using  emergency  800  number; 

7.  Community  Health  Education  -  disseminate  information  to  minimize 
misconceptions,  strengthen  public  confidence  and  promote  behaviors  that 
protect  public  health; 

8.  Public  Health  Workforce  Communication  -  disseminate  crisis 
communications  and  pursue  related  public  health  workforce  outreach 
activities; 

9.  Clinician  Communication  -  outreach  to  clinical  community  and  develop 
clinician  communication  products;  and 

1 0.  Policymaker  Communication  -  will  concentrate  on  policy-related 
communication  content  and  policymaker  audiences  to  ensure  that 
policymakers  will  have  information  needed  to  properly  prepare  for,  and 
respond  to,  terrorism  emergencies. 

Mr.  Regula:  How  much  do  you  estimate  the  CDC  will  spend  on  the  system  in 
FY2003  and  under  the  FY2004  request? 

Dr.  Gerberding;  Currently  CDC,  estimates  that  approximately  $8.3  million  will 
be  spent  in  FY  2003  directly  related  to  the  ECS  system,  this  includes  base  terrorism 
activities,  activities  taken  in  support  of  the  smallpox  vaccination  program,  and  activities 
supporting  SARS.  In  FY  2004,  it  is  estimated  that  the  base  terrorism  ECS  activities  will 
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cost  about  $7.4  million  and  if  additional  national  emergencies  emerge  the  cost  would 
increase. 

Mr.  Regula:  How  much  was  spent  in  FY2002? 

Dr.  Gerberding:  In  FY  2002,  CDC  spent  $3.8  million  on  ECS  activities.  The 
ECS  was  formed  in  July  2002,  so  these  were  start  up  funds  for  part  of  the  fiscal  year  and 
investment  in  resource  capacities  to  have  available  in  case  of  emergency.  The  ECS  use 
the  West  Nile  virus  experience  to  exercise  internal  and  external  capacity.  This  exercise 
was  very  success  and  identified  refinements  to  be  pursued. 

Mr.  Regula:  How  do  you  measure  the  effectiveness  of  your  emergency 
communications  system? 

Dr.  Gerberding:  The  Emergency  Communication  System  (ECS)  works  as  an 
intermediary  between  the  CDC  divisions  and  teams  managing  an  outbreak  or 
investigation  and  all  the  "public"  audiences  requiring  information.  These  "public" 
audiences  include  immediately  affected  as  well  as  unaffected  public,  the  public  health 
and  clinical  response  communities  and  policy  makers.  In  addition,  we  strive  to  push  out 
information  for  print  and  broadcast  media  at  a  pace  and  volume  that  will  maximize 
accurate  and  timely  transmission  to  the  public. 

With  this  as  our  function,  to  determine  effectiveness  we  need  to  assess  the 
following  areas:  (1)  the  public  receives  information  that  leads  to  appropriate  actions;  (2) 
the  public  health  workforce,  clinicians,  and  policymakers  receive  information  needed  to 
take  appropriate  action  and  provide  advice;  (3)  the  media  relay  information  in  an 
accurate  and  timely  fashion;  and  (4)  CDC  scientists  believe  the  communication  activities 
are  appropriate  and  serving  their  needs. 

For  all  but  the  public  audiences,  ECS  relies  on  consistent  two-way 
communications  with  representatives  from  each  of  these  audiences.  Because  we  have 
established  easily  accessible  channels  of  communication,  we  have  found  our  public 
health  and  clinical  partners,  the  media,  and  our  internal  clients  communicate  the  degrees 
to  which  we  are  meeting  their  needs.  However,  a  proposal  for  a  formal,  objective  data 
collection  system  to  assess  performance  and  impact  is  being  developed. 

The  ECS  has  created  both  process  and  outcome  data  collection  tools  to  track  our 
impact  on  the  public.  CDC  provided  supplementary  funding  to  the  Preparedness  Center 
managed  by  the  Harvard  School  of  Public  Health  to  continue  the  program  of  public 
opinion  polling  initiated  by  the  Robert  Wood  Johnson  Foundation  last  year.  As  an 
illustration,  following  is  a  sample  of  results  from  a  random  digit  dial  telephone  survey  of 
a  nationally  representative  sample  conducted  for  the  Harvard  School  of  Public  Health  on 
April  11  -  15,  2003:  93%  have  heard  of  SARS;  32%  were  concerned  that  they  or 
someone  in  their  family  could  get  sick  from  SARS;  89%  said  that  if  they  came  down 
with  flu-like  symptoms,  it  would  be  important  to  tell  their  doctor  about  any  recent 
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overseas  travel;  92%  said  SARS  is  a  contagious  disease;  84%  said  there  is  no  vaccine 
for  SARS  and  51%  said  there  is  no  treatment;  94%  said  that  if  they  had  SARS  they 
would  agree  to  be  isolated  for  two  or  three  weeks  in  a  health  care  facility;  85%  said  the 
president's  executive  order  to  add  SARS  to  the  list  of  diseases  for  which  people  can  be 
quarantined  does  not  threaten  their  personal  rights  and  freedoms. 

Findings  such  as  these  demonstrate  the  growing  knowledge  and  understanding  of 
the  public.  They  also  enable  CDC  to  monitor  the  overall  impact  of  our  information  on 
the  public  as  well  as  guide  our  ongoing  communication  work. 

The  ECS  also  maintains  an  informal  assessment  of  public  reactions  by  tracking 
the  hundreds  of  daily  calls  to  the  CDC  telephone  hotline  and  gauging  what  topics  are  of 
most  concern  to  the  largely  unaffected  public.  We  routinely  create  new  materials  for  our 
website  based  on  this  very  immediate  assessment,  as  well  as  the  questions  that  come 
from  the  media. 

CDC  also  commissioned  several  academic  studies  after  the  anthrax  crisis  to 
examine  the  impact  of  CDC's  communication.  While  the  results  have  not  been  released, 
preliminary  findings  contributed  to  CDC's  decision  to  create  the  ECS. 

ENVIRONMENTAL  PUBLIC  HEALTH  RESPONSE  TO  TERRORISM  PROGRAM 

Mr.  Regular  Please  describe  the  CDC's  Environmental  Public  Health  Response 
to  Terrorism  program. 

Dr.  Gerberding:  CDC  works  with  state  and  local  occupational  and 
environmental  health  professionals  to  recognize  threat  sources,  prevent  adverse  health 
outcomes,  implement  comprehensive  environmental  service  vulnerability  assessments, 
and  apply  the  most  recent  information  for  protecting  the  health  and  safety  of  emergency 
response  personnel.  CDC  is  establishing  a  nationwide  early  warning  system  for  rapidly 
identifying,  triaging,  and  responding  to  these  events  in  a  timely,  effective,  and  integrated 
manner;  developing  standard  protocols  for  identifying  and  responding  to  events  and 
enhancing  communications  among  local,  state,  and  federal  agencies;  and  enabling  health 
departments  to  monitor  the  extent  of  these  illnesses  and  to  identify  and  track  potentially 
exposed  populations.  For  example,  CDC  is  expanding  collaboration  with  the  American 
Association  of  Poison  Control  Centers  to  broaden  their  Toxic  Exposure  Surveillance 
System  (TESS).  TESS  provides  real-time  national  data  related  to  calls  received  by 
Poison  Control  Centers.  TESS  data  can  be  evaluated  daily  to  determine  whether  a 
chemical  or  radiological  terrorism  event  may  have  occurred  and  what  actions  are 
required, 

CDC  is  addressing  communication  needs  for  radiation  and  chemical 
emergencies.  Information  to  meet  public  concerns  about  radiation  emergencies  has  been 
developed,  tested,  and  posted  on  the  CDC  Web  site.  A  core  group  of  agent-specific  fact 
sheets  for  the  public  and  emergency  responders  has  been  developed  for  16  high  priority 


634 


chemicals.  CDC  is  continuing  to  work  with  partners  to  meet  the  emergency  information 
needs  of  clinicians,  public  health  agencies,  emergency  responders,  professional 
organizations,  businesses,  and  the  public  for  chemical  and  radiation  hazards. 

CDC  and  ATSDR  staff  have  been  developing  emergency  operations  plans 
needed  to  provide  technical  assistance  and  emergency  response  coordination  during 
planning,  preventing,  responding,  and  mitigating  public  health  emergencies.  CDC  is 
providing  guidance  to  state  and  local  health  officials  on  radiation  disease  control 
measures  and  providing  advice  on  proper  medical  treatment  of  victims  of  terrorist 
events.  CDC  also  has  developed  a  unique  and  successful  training  program  for  the 
nation's  public  health  practitioners  in  collaboration  with  the  Metro  Louisville  Health 
Department.  This  "Community  Based  Emergency  Response  Program"  offers  public 
health  staff  from  throughout  the  nation  with  a  forum  to  learn  about  public  health's  role 
and  mission  in  the  emergency  response  community  that  can  be  used  to  develop  robust 
and  effective  preparedness  and  response  systems  for  chemical,  radiation,  and  other 
public  threats  in  the  attendees'  own  communities. 

Representing  a  unique  national  and  international  resource,  CDC's  environmental 
laboratory  capacity  has  been  expanded  to  respond  to  chemical  terrorism  including 
detecting  exposure,  assessing  health  risks,  and  providing  information  that  can  reduce 
additional  exposures  in  the  event  of  a  terrorist  attack. 

Mr.  Regula:  What  are  the  objectives  of  the  program? 

Dr.  Gerberding:  CDC  has  been  conducting  a  number  of  ongoing  activities 
related  the  primary  objective  of  the  program,  assisting  state  and  local  partners  in 
preventing,  preparing  for,  identifying,  and  responding  to  chemical  and  radiological 
terrorist  incidents  and  threats.  Key  activities  to  accomplish  this  objective  include; 

1 .  Establishment  of  a  consolidated  NCEH/ATSDR  Terrorism  Preparedness 
and  Response  Coordination  Office  in  order  to  ensure  accountability  and 
coordination  of  NCEH  and  ATSDR  assets  responsible  for  preparing  for 
and  responding  to  chemical  and  radiological  and  other  environmental 
health  aspects  of  any  terrorist  event. 

2.  Development  of  CDC/ ATSDR  emergency  operations  plans  addressing 
chemical  or  radiological  incidents. 

3.  Establishment  of  a  nationwide  early  warning  system  to  identify,  respond 
to,  and  monitor  intentional  chemical  poisonings  and  radiation  illness. 

4.  Upgrading  CDC  laboratory  capacity  to  respond  to  chemical  terrorism 
including  detecting  exposure,  assessing  health  risks,  treating  affected 
people,  and  preventing  additional  exposure. 

5.  The  preparation  of  communication  materials  for  a  variety  of  audiences 
about  the  health  effects  of  radiation,  preparedness  for  a  radiological 
emergency  and  16  high  priority  chemical  agents. 
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6.  Sponsoring  consultation  with  partners  to  identify  practical  strategies  that 
hospital  emergency  departments  can  use  for  the  management  of  casualties 
following  a  radiological  incident.  These  strategies  will  provide  the  basis 
for  CDC  guidelines  on  responding  to  a  radiological  incident. 

7.  Participating  in  DHHS-wide  Table  Top  exercises  to  prepare  for  a 
possible  radiological  emergency. 

8.  Developing  training  materials  and  programs  to  provide  support  for 
critical  audiences  such  as  emergency  responders  and  health  care/hospital 
personnel  through  mechanisms  such  as  distance  learning,  Internet 
interactive  learning  opportunities,  and  educational  curricula. 

CDC  has  funded  the  Council  of  State  and  Territorial  Epidemiologists  (CSTE)  to 
assess  state  and  local  capacity  to  respond  to  a  terrorist  attack  involving  chemical  or 
radioactive  substances.  CSTE  will  assess  resources  and  expertise  in  the  following  areas: 
epidemiology,  toxicology,  medicine,  exposure  assessment,  laboratories,  worker  health 
and  safety,  community  relations,  and  risk  communication. 

Mr.  Regular  What  are  the  funding  levels  for  the  program  in  FY2002,  FY2003 
and  under  the  budget  request? 

Dr.  Gerberding:  In  FY  2002,  CDC  spent  S2.6  million  and  the  projection  for  FY 
2003  and  FY2004  is  for  a  similar  amount  to  be  expended. 

Mr.  Regula:  Has  any  analysis  of  State  and  local  preparedness  for  the  detection 
of,  and  response  to,  a  chemical  incident  been  done  by  the  Department  or  other  federal 
agency?  If  so,  what  was  found? 

Dr.  Gerberding:  CDC  has  funded  the  Council  of  State  and  Territorial 
Epidemiologists  (CSTE)  to  assess  state  and  local  capacity  to  respond  to  a  terrorist  attack 
involving  chemical  or  radioactive  substances.  CSTE  will  assess  resources  and  expertise 
in  the  following  areas:  epidemiology,  toxicology,  medicine,  exposure  assessment, 
laboratories,  worker  health  and  safety,  community  relations,  and  risk  communication. 

Mr.  Regula:  Can  State  and  local  health  departments  use  the  federal  state  and 
local  preparedness  funds  to  enhance  their  preparedness  to  detect  and  respond  to 
incidents  of  chemical  terrorism?  If  so,  how  much  do  you  estimate  State  and  local  health 
departments  are  devoting  to  chemical  preparedness? 

Dr.  Gerberding:  Yes.  States  have  chosen  to  invest  their  terrorism  preparedness 
resources  in  a  number  of  activities  including  chemical  and  radiological  threats. 
Reporting  an  amount  the  directly  supports  only  bioterrorism  preparedness  is  difficult, 
especially  when  looking  at  dollars  spent  by  the  states  for  overall  preparedness. 

Mr.  Regula:  Has  the  Department  established  benchmarks  regarding  chemical 
preparedness? 
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Dr.  Gerberding:  CDC  currently  has  benchmarks  for  the  State  and  local  terrorism 
and  emergency  preparedness  program.  There  are  seven  general  benchmarks  that  involve 
planning;  two  for  epidemiology  and  surveillance,  one  for  biological  laboratory  capacity, 
two  for  information  technology  and  communications,  one  for  risk  communication,  and 
one  for  education  and  training. 

CHEMICAL  TERRORISM  PROGRAM 

Mr.  Regula:  What  is  the  goal  of  your  Laboratory  Response  to  Chemical 
Terrorism  program? 

Dr.  Gerberding:  The  goal  of  CDC's  Laboratory  Response  to  Chemical  Terrorism 
is  to  rapidly  analyze  blood  and  urine  specimens  from  affected  or  potentially  affected 
persons  to  1)  identify  the  chemical  agent(s)  used,  2)  determine  who  has  been  exposed, 
and  3)  determine  the  amount  of  exposure  for  each  exposed  person.  To  that  end,  the 
laboratory  has  developed  the  Rapid  Toxic  Screen  which  can  measure  150  chemical 
agents  in  blood  and  urine  that  are  likely  to  be  used  in  chemical  terrorism.  The  Rapid 
Toxic  Screen  is  a  large  laboratory  effort  that  utilizes  the  majority  of  the  mass 
spectrometry  instrumentation,  facilities,  and  personnel  of  CDC's  Environmental  Health 
Laboratory.  In  response  to  a  chemical  terrorism  event,  samples  from  the  first  affected 
persons  will  be  analyzed  using  the  Rapid  Toxic  Screen  for  150  chemical  agents  within 
36  hours  to  identify  the  agent  used.  This  individual  exposure  information  will 
substantively  assist  public  health  management  of  populations  of  people  who  have  been 
or  exposed  or  may  have  been  exposed.  In  addition  to  identifying  exposed  persons,  this 
exposure  information  is  especially  helpful  in  reassuring  the  large  number  of  people  who 
worry  they  have  been  exposed,  but  in  fact  have  had  negligible  or  no  exposure. 

Mr.  Regula:  What  are  the  estimated  funding  levels  for  FY2002,  FY2003,  and 
FY2004? 

Dr.  Gerberding:  For  FY  2002,  $18  million  was  spent  on  laboratory  response  to 
chemical  terrorism  and  for  FY  2003  and  2004,  the  estimate  is  also  $18  million. 

Mr.  Regula:  Are  these  activities  funded  out  of  funds  provided  in  your  general 
appropriation  account  or  from  PHSSEF  funding? 

Dr.  Gerberding:  The  funding  for  this  program  comes  from  the  Public  Health  and 
Social  Services  Emergency  Fund. 

Mr.  Regula:  How  much  of  the  funding  remains  at  CDC  and  how  much  is 
distributed  to  state  public  health  laboratories? 

Dr.  Gerberding:  In  FY  2002,  CDC  awarded  just  over  $7  million  in  funds  to  state 
public  health  laboratories  in  California,  Michigan,  New  Mexico,  New  York,  and 
Virginia  to  extend  federal  capacity.  CDC  is  providing  training  to  these  laboratories  to 
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improve  their  ability  to  measure  chemical  agents  in  response  to  a  terrorist  attack 
involving  chemical  agents.  In  FY  2003,  the  monies  available  to  the  states  under  the 
large  terrorism  cooperative  agreement  can  be  used  by  the  states  to  help  upgrade  their 
chemical  laboratory  facilities.  Since  CDC  has  not  received  the  states'  plans  for  the 
money,  no  estimate  is  available  for  how  much  money  states  will  expend  on  upgrading 
their  chemical  laboratory  facilities. 

HEALTH  ALERT  NETWORK  (HAN) 

Mr.  Regula:  Please  describe  the  Health  Alert  Network  (HAN). 

Dr.  Gerberding:  The  Health  Alert  Network  Program,  a  component  of  the  Public 
Health  Information  Network,  is  a  joint  local/state/federal  initiative  to  build  a  nationwide 
network  of  strong  public  health  agencies  to  serve  as  the  nation's  frontline  of  defense 
against  terrorism  and  other  public  health  threats.  The  overall  goal  of  the  program  is  to 
strengthen  the  capacity  of  local  health  departments  -  with  state,  federal,  and  private 
partners  -  to  serve  as  an  early  warning  and  response  system  for  the  nation.  The  Health 
Alert  Network  Program  will  help  to  ensure  that  local  health  departments  have  rapid  and 
timely  access  to  emerging  health  information  and  new  knowledge  for  frontline 
professionals  and  can  effectively  use  and  translate  data  and  information  into  effective 
health  action. 

The  Health  Alert  Network  Program  is  being  implemented  in  phases,  designed  to 
meet  the  most  critical  needs  of  local  public  health  departments.  In  the  first  phase,  all  50 
States,  three  large  cities,  Washington,  D.C.  and  eight  territories  received  limited,  initial 
funding  to  strengthen  the  core  infrastructure  for  information  access,  communications, 
and  training  at  the  community  level;  five  local  health  departments  received  increased 
funds  to  develop  innovative  approaches  to  local  preparedness.  In  the  second  phase, 
health  agencies  will  leverage  these  efforts  and  investment  to  create,  translate,  and  share 
new  knowledge,  deliver  "just-in-time  training"  to  health  professionals,  mobilize 
community  partnerships,  and  develop  and  test  new  public  health  practices. 

Currently,  all  states  and  territories  now  participate  in  the  Health  Alert  Network 
Program. 

Three  basic  building  blocks  are  being  completed  nationwide: 

1 .  Continuous,  high-speed  internet  connectivity  to  support  rapid  information 
access, 

2.  Broadcast  capacity  to  support  emergency  communication, 

3.  Distance  learning  infrastructure  to  support  "just-in-time"  training. 


The  Health  Alert  Network  Program  can  now  reach  1  million  recipients 
nationwide  within  minutes.  As  of  April  2003,  CDC  has  used  the  Health  Alert  Network 
Program  to  deliver  134  messages  and  to  train  1.5  million  health  professionals  on  such 
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topics  as  SARS  (Severe  Acute  Respiratory  Syndrome),  bioterrorism,  West  Nile  virus, 
patient  safety,  and  smallpox  vaccination. 

State  and  local  health  officials  now  use  the  Health  Alert  Network  Programs 
within  their  jurisdictions  on  an  ongoing  basis  to  supplement  CDC's  messages  and 
training  and  to  provide  additional  information  and  services  customized  for  their 
populations.  The  system  seeks  to  cover  90%  of  the  population  by  FY  2003,  95%  of  the 
population  covered  by  FY  2004,  and  100%  of  the  population  covered  by  FY  2005. 

Mr.  Regula:  How  many  years  has  the  CDC  supported  the  Network? 

Dr.  Gerberding:  The  Health  Alert  Network  (HAN)  Program  has  been  supported 
for  four  years. 

Mr.  Regula:  What  were  the  original  objectives  of  the  Network? 

Dr.  Gerberding:  As  originally  outlined  in  a  report  to  United  States  Senate 
Appropriations  Committee  in  September,  1998,  the  objectives  of  the  Health  Alert 
Network  Program  are  to: 

1 .  Develop  and  implement  a  staged  plan  to  assure  linkage  of  local  health 
departments  to  the  Internet  by  the  year  2000  for  instantaneous,  electronic 
access  to  CDC  and  state  health  departments,  neighboring  and  remote 
local  health  departments,  local  hospitals  and  doctors'  offices,  public 
health  laboratories,  public  safety  networks,  and  other  public  and  private 
organizations. 

2.  Help  local  public  health  workers  become  "information  technology 
literate"  and  able  to  use  such  tools  as  computers,  databases,  and 
electronic  networks  in  preventing,  detecting,  and  responding  to  infectious 
disease  outbreaks  and  other  health  threats  in  the  community. 

3.  Help  to  assure  that  local  public  health  workers  are  trained  in  the  critical 
skills  needed  for  front-line  community  health  practice  and  program 
management,  for  example,  prevention  and  response  planning;  detecting 
and  investigating  infectious  disease  cases;  identifying  children  at  risk  for 
poor  health;  monitoring  the  quality  of  health  care  provided  in  the 
community;  accessing  public  health  laboratory  testing  services;  and 
educating  the  community  about  effective  health  promotion  strategies. 

4.  Help  build  lasting  training  capacity  -  including  cost-effective  distance 
learning  systems  -  to  upgrade  the  skills  of  local  health  workers  on  a 
continuing  basis  and  prevent  recurrence  of  the  gap  now  looming  between 
the  limited  resources  of  local  health  departments  and  the  health  threats 
they  are  charged  to  address. 
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Mr.  Regula:  Have  those  objectives  changed  over  time? 

Dr.  Gerberding:  The  overall  goal  of  the  Health  Alert  Network  Program  remains 
unchanged:  to  ensure  that  local  health  departments  have  rapid  and  timely  access  to 
emerging  health  information  and  new  knowledge  for  frontline  professionals  and  can 
effectively  use  and  translate  data  and  information  into  effective  health  action.  Specific 
outcome  measures  have  been  developed  for  the  original  objectives  as  the  Health  Alert 
Network  Program  evolves  and  grows.  Outcome  measures  for  FY  2004  are: 

1 .  Complete  the  connectivity  and  functionality  of  the  Health  Alert  Network. 

2.  Ensure  that  the  entire  public  health  workforce  has  access  to  training  and 
distance  based  learning  programs  implemented  or  supported  by  CDC. 

3.  Establish  at  least  one  Advanced  Local  Practice  Site  in  each  state. 

Mr.  Regula:  How  are  HAN  activities  distinct  from  activities  supported  by  State 
and  local  preparedness  funds? 

Dr.  Gerberding:  HAN  funds  are  provided  to  state  and  local  public  health 
agencies  through  the  Public  Health  Preparedness  and  Response  for  Bioterrorism  grant 
program  and  is  essential  to  and  interrelated  with  Focus  Area  E  of  the  grant  program  to 
provide  communication  connectivity,  emergency  communications,  protection  of  data 
and  information  systems,  and  provide  secure  electronic  exchange  of  public  health 
information. 

Mr.  Regula:  How  were  HAN  funds  distributed  in  FY2002? 

Dr.  Gerberding:  The  HAN  funds  were  distributed  to  55  awardees  based  on  the 
FY  2001  awards.  These  awards  were  distributed  above  the  $918  million  that  was  part  of 
the  supplemental  bioterrorism  cooperative  agreement  funds. 

Mr.  Regula:  How  will  HAN  funds  be  distributed  in  FY2003? 

Dr.  Gerberding:  In  FY  2003,  funding  will  be  included  in  the  terrorism 
preparedness  cooperative  agreement  in  order  give  the  awardees  as  much  flexibility  as 
they  need  to  meet  the  emerging  preparedness  needs  in  their  areas.  Language  in  the 
continuation  guidance  will  direct  State  HAN  grantees  to  spend  no  less  than  85%  of  the 
HAN  funds  at  the  local  level. 

HAND-HELD  DEVICES 

Mr.  Regula:  Mr.  Hauer,  I  understand  that  the  Office  of  Science  Technology  and 
Policy  (OSTP)  has  distributed  an  advisory  strongly  recommending  against  the  use  of 
hand-held  tests  by  first  responders.  I  further  am  advised  that  this  advisory  was  based,  at 
least  in  part,  on  recommendations  of  the  CDC. 
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Mr.  Hauer:  Representatives  from  14  federal  agencies  were  convened  by  the 
Office  of  Science  Technology  and  Policy  (OSTP)  and  led  by  the  GSA  to  address  the 
issue  of  the  use  of  hand  held  devices  in  mail  rooms  concerned  with  possible  anthrax 
powder  contamination.  A  limited  study  of  the  equipment  available  was  conducted  at  the 
CDC  at  the  request  of  the  FBI.  The  results  of  these  tests  indicated  that  for  Bacillus 
Anthracis,  the  causative  agent  for  anthrax,  the  evaluated  devices  were  neither  sensitive 
nor  specific  enough  to  be  suitable  to  make  public  health  decisions.  These  devices  also 
provided  no  ability  to  determine  if  the  agent  was  alive  (viable)  and  thus  could  possibly 
pose  a  health  risk  to  individuals  or  communities.  On  the  basis  of  these  results  and  partly 
in  response  to  numerous  episodes  of  false  positives  from  these  devices,  causing 
inappropriate  and  costly  response  efforts  on  the  part  of  emergency  response  agencies 
throughout  the  federal  government  an  advisory  was  released  by  the  Office  of  Science 
Technology  and  Policy.  Dr.  John  H.  Margurger,  of  the  Office  of  Science  Technology 
and  Policy,  on  July  19,  2002,  released  a  memorandum  to  all  federal  mail  managers  and 
first  responders  concerning  the  use  of  these  devices.  This  advisory  counseled  against  the 
use  of  these  devices  in  public  health  emergency  response  decision  making  until  such 
time  as  their  sensitivity  and  specificity  warrant  their  appropriate  use  and  that  any  such 
diagnostic  testing  be  utilized  only  as  only  one  component  of  a  comprehensive  health  risk 
determination  by  law  enforcement,  public  health,  emergency  response  personnel  and 
elected  officials  in  developing  an  appropriate  response  plan. 

Mr.  Regula:  What  is  the  Department  and/or  CDC's  view  about  the  role  of  these 
testing  devices  in  an  overall  national  response  plan  for  bioterrorism  preparedness? 

Mr.  Hauer:  The  devices  tested  to  date  displayed  quite  a  range  of  sensitivity  (how 
much  is  present)  and  specificity  (exactly  what  the  material  is)  for  detecting  the  various 
suspected  biological  agents.  In  no  case  did  these  devices  determine  if  the  material  is 
alive  and  thus  may  pose  a  potential  infectious  threat  to  humans,  animals  or  agriculture. 
The  appropriate  role  or  place  for  these  devices  as  part  of  an  overall  response  and 
protection  scheme  is  not  clear  and  has  not  as  yet  been  determined  by  industry  or  by 
government.  There  is  no  ongoing  mechanism  currently  in  place  to  evaluate  the  relative 
or  absolute  ability  of  these  devices  to  meet  the  claims  of  their  manufacturers,  let  alone 
their  suitability  to  serve  as  the  basis  for  health  care  decisions  for  individuals  or  groups  of 
individuals.  Establishment  of  suitable  performance  standards  may  be  helpful  in 
allowing  both  device  manufacturers  and  consumers  to  have  a  framework  upon  which  to 
make  decisions  in  regard  to  the  development,  sales  and  use  of  such  devices. 

Mr.  Regula:  Does  the  OSTP  advisory  cover  both  federal  and  non-federal 
agencies?  If  not,  what  is  the  guidance  provided  federal  agencies  concerning  these  hand- 
held testing  devices? 

Mr.  Hauer:  The  guidance  covers  federal  agencies  only.  The  guidance,  located  in 
Appendix  E,  at  http://www.ostp.gov/html/GSAAnthraxGuidelmes.html  is  as  follows: 
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"STATEMENT  BY  THE  DEPARTMENT  OF  HEALTH  AND 
HUMAN  SERVICES" 

Regarding  Hand-Held  Assays  for  Identification  of  B.  Anthracis  Spores 
Purpose 

To  provide  law  enforcement,  fire  services,  emergency  managers  and  other  first 
responders  with  guidance  regarding  the  purchase  and  use  of  hand-held  assays  used  for 
detecting  anthrax  spores  and  other  biological  agents. 

Summary 

The  U.S.  Department  of  Health  and  Human  Services  at  this  time  recommends  against 
use  by  first  responders  of  hand-held  assays  to  evaluate  and  respond  to  an  incident 
involving  unknown  powders  suspected  to  be  anthrax  or  other  biological  agents. 

Background 

In  recent  months,  Federal,  State  and  local  first  responders  have  had  to  evaluate 
numerous  samples  of  white  powdery  substances  to  determine  if  B.  anthracis  (anthrax) 
spores  are  present.  In  some  cases,  field  tests  showed  an  apparent  "positiveresult  and  this 
led  to  the  quarantine,  isolation  or  decontamination  of  people.  When  these  samples  were 
referred  to  a  reference  lab  in  the  Laboratory  Response  Network  (LRN),  they  were  found 
to  be  negative  through  microbiological  culturing  and  molecular  methods.  The  devices 
used  for  the  initial  field  tests  included  tickets  and  strips  from  at  least  four  vendors. 
Problems  resulted  from  a  variety  of  factors,  such  as  testing  of  caustic  or  harsh  chemicals 
or  the  performance  of  tests  by  inadequately  trained  personnel. 

Discussion 

Biological  agent  field  test  kits  are,  at  this  time,  not  sufficiently  accurate  for  on-scene 
decision  making  in  the  field.  Besides  the  high  number  of  false  positive  results,  hand-held 
assays  also  yield  negative  results  on  samples  that  are  truly  positive  (false  negatives).  In 
formal  terms,  the  sensitivity  of  such  assays  are  in  the  range  of  100,000  spores  whereas  a 
culture  may  detect  one  spore. 

In  contrast  to  situations  with  chemical  exposure  where  rapid  decision  making  (minutes) 
can  be  crucial  to  the  protection  and  treatment  of  individuals,  there  are  no  examples  of 
biological  exposure  where  decision-making  cannot  wait  for  the  results  of  validated 
laboratory  procedures  (1-2  days).  Any  perceived  benefit  of  using  currently  available 
hand-held  assays  fall  short  of  the  costs  of  unnecessary  remedial  actions  and  amplified 
public  concern. 

No  Federal  agency  certifies  or  approves  these  devices.  The  FBI  and  CDC  have  recently 
evaluated  commercially  available  hand-held  assays  for  the  detection  of  B.  anthracis. 
These  studies  confirm  the  low  sensitivity  of  such  assays  and  their  potential  to  produce 
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false-positive  results  with  non-anthrax  bacteria  and  chemicals.  The  performance  of 
handheld  assays  for  the  detection  of  biological  agents  other  than  B.  anthracis  has  not 
been  evaluated  and  their  use  is  also  not  recommended  at  this  time. 

Conclusions 

Until  results  are  obtained  that  would  warrant  the  use  of  hand-held  assays,  DHHS 
recommends: 

(1)  hand-held  assays  systems  not  be  used  for  the  assessment  of  suspected  biological 
samples; 

(2)  Whenever  a  biological  agent  is  suspected,  a  unified  command  should  assess  the 
credibility  of  the  situation  and  determine  an  appropriate  response.  The  unified  command 
should  include  fire  services,  public  health,  the  FBI's  Weapons  of  Mass  Destruction 
Coordinator,  and  law  enforcement; 

(3)  Substances  that  are  found  to  be  a  credible  public  health  threat  by  the  unified 
command  should  be  screened  in  the  field  for  volatile  organic  compounds  (VOQ,  pH, 
explosives,  and  radiation,  and  then  sent  to  an  appropriate  laboratory  in  the  Laboratory 
Response  Network  (LRN)  for  testing.  First  responders  and  local  public  health  programs 
need  to  establish  protocols  to  provide  this  support  and  logistics  of  the  response.  Besides 
testing  of  samples  in  an  LRN  laboratory,  the  protocol  should  include  a  system  for 
identification  and  follow-up  of  the  potentially  exposed  population  and  a  joint 
communication  plan  for  the  public  and  media  relations.  Since  exposure  to  airborne 
anthrax  spores  is  potentially  life  threatening,  all  credible  threats  should  be  handled 
appropriately  in  a  timely  manner. 
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EIS  PROGRAM 

Mr.  Regula:  How  much  do  you  estimate  CDC  will  spend  on  the  EIS  program  in 
FY2003?  How  much  is  requested  for  FY2004? 
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Dr.  Gerberding:  CDC  estimates  it  will  spend  $14.6  million  in  FY  03  on  the  EIS 
program  and  around  $14.2  million  in  FY  2004. 

SMALLPOX  VACCINATION  PROGRAM 

Mr.  Regula:  Please  describe  CDC's  expected  activities  in  FY2003  regarding  the 
voluntary  civilian  smallpox  vaccination  program. 

Dr.  Gerberding:  The  goal  of  smallpox  preparedness  is  to  ensure  federal,  state, 
and  local  health  agencies  have  optimal  capacity  to  respond  to  a  smallpox  outbreak.  In 
FY  2003,  CDC  issued  smallpox  preparedness  program  guidance  for  those  states  and 
other  jurisdictions  receiving  funds  through  CDC's  bioterrorism  cooperative  agreement, 
for  both  post-event  (or  post-attack)  and  pre-event  preparedness  activities.  The  pre-event 
activities  focused  on  implementing  the  smallpox  civilian  vaccination  program.  As  of 
April  18, 2003,  33,644  public  health  and  health  care  workers  have  received  smallpox 
vaccine  through  this  program.  One  thousand  seven  hundred  ninety-three  hospitals,  36% 
of  the  nation's  acute  care  hospitals,  have  had  at  least  one  staff  member  vaccinated.  The 
program  has  been  marked  by  a  relatively  low  level  of  adverse  events  after  vaccination, 
with  the  exception  of  unanticipated  cardiac  disease  events.  CDC  is  actively 
investigating  the  degree  to  which  smallpox  vaccination  is  associated  with  these  adverse 
events. 

CDC  will  issue  continuation  guidance  for  the  bioterrorism  cooperative 
agreement,  which  will  recommend  further  smallpox  preparedness  activities,  so  that 
increased  focus  on  all  the  elements  needed  to  assure  acceptable  levels  of  preparedness 
occurs.  Based  on  knowledge  of  the  disease  and  public  health  response  strategies  needed 
to  control  and  contain  an  outbreak  of  smallpox,  the  following  preparedness  elements 
will  be  addressed: 

1 .  Preparing  key  responders  before  an  event  occurs, 

2.  Rapid  detection,  identification,  investigation  and  response  to  suspect  or 
confirmed  cases  of  smallpox,  and 

3.  Protection  of  the  public  including  provision  of  mass  vaccination  clinics. 

In  the  event  that  a  grantee  is  comfortable  with  the  level  of  implementation  of  the 
"Pre-Event  Response  Plan",  grantees  may  begin  training  and  vaccination  of  additional 
key  public  health  and  healthcare  response  personnel  and  first  responders  that  may  be  put 
in  harm's  way  if  there  were  a  case  of  smallpox  anywhere  in  the  world.  These  may  also 
include  hospital  and  other  health  care  personnel  who  may  have  occupational  risk  for 
smallpox  infection.  Training  and  vaccinating  key  individuals  before  an  event  may  allow 
for  rapid  implementation  of  mass  vaccination  clinics  if  warranted. 

Mr.  Regula:  How  much  does  CDC  estimate  it  will  spend  on  the  program  in 
FY2003  and  FY2004? 
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Dr.  Gerberding:  The  internal  CDC  cost  estimate  for  this  program  is  around 
$26  million  in  FY  2003.  It  is  unclear  how  much  will  be  needed  for  this  program  in 
FY  2004  since  estimates  are  changing  rapidly  due  to  the  changing  scope  of  the 
vaccination  program. 

Mr.  Regula:  Are  these  funds  provided  through  PHSSEF  funds,  from  DHS,  or 
through  your  regular  appropriation? 

Dr.  Gerberding:  These  funds  are  provided  through  the  PHSSEF. 

STRATEGIC  NATIONAL  STOCKPILE 

Mr.  Regula:  Now  that  the  funding  provided  in  FY2003  has  been  transferred  to 
the  Department  of  Homeland  Security,  please  describe  CDC's  role  in  the  Strategic 
National  Stockpile. 

Dr.  Gerberding:  On  1  March  2003,  the  Strategic  National  Stockpile  (SNS)  was 
transferred  to  the  Department  of  Homeland  Security  (DHS).  Below  is  a  description  of 
responsibilities  for  each  department: 

DHS  is  responsible  for: 

1.  Deploying  the  SNS 

2.  Pre-positioning  SNS  inventory 

3.  Authorizing  the  transfer  of  SNS  materiel 

4.  Defining  SNS  goals  and  performance  requirements 

5.  Funding  SNS  activities 

6.  Acquiring  SNS  assets 

The  Department  of  Health  and  Human  Services  is  responsible  for: 

1 .  Pre-emergency,  day-to-day  management  of  the  SNS 

2.  Defining  the  SNS'  content  and  quantities,  with  DHS  consultation 

ROCKY  MOUNTAIN  LABORATORY 

Mr.  Regula:  Provide  the  completion  dates  for  construction  of  the  Rocky 
Mountain  Laboratory,  the  NIAID  facility  at  Ft.  Derrick,  and  the  bioterrorism  and 
infectious  diseases  building  on  the  NIH  campus. 

Dr.  Zerhouni:  The  completion  date  for  construction  of  the  Rocky  Mountain 
Laboratory  is  November  2005,  for  construction  of  the  NIAID  facility  at  Ft.  Derrick  is 
December  2006,  and  for  construction  of  the  bioterrorism  and  infectious  diseases 
building  on  the  NIH  campus  is  October  2005. 
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CONTINUING  EDUCATION 

Mr.  Regular  What  share  of  the  HRSA  curriculum  development  funding  in  FY04 
is  expected  to  be  used  for  continuing  education  versus  incentives  for  curricular  reform? 

Dr.  Duke:  It  is  expected  that  85%  of  the  funds  will  be  used  for  continuing 
education  and  15%  for  the  curricular  reform  or  expansion  of  ongoing  efforts  in 
curricular  development. 

Mr.  Regular  How  many  weeks  or  months  is  a  continuing  education  course 
expected  to  take? 

Dr.  Duke:  The  funding  period  for  the  Bioterrorism  Training  and  Curriculum 
Development  Program  is  two  years.  The  duration  of  any  one  course  is  to  be  determined 
by  several  factors  to  include  the  method  of  delivery,  the  extent  of  the  discipline  specific 
competencies  to  be  attained,  and  the  number  of  professionals  to  be  trained.  It  is 
expected  that  the  training  supported  with  these  funds  will  not  only  focus  on  the 
discipline  specific  knowledge,  skills  and  abilities  needed  to  recognize,  treat  and 
efficiently  report  instances  of  a  terrorist  event  or  other  public  health  emergencies,  but 
will  also  prepare  the  learners  to  participate  in  a  multidisciplinary  terrorist  response 
reflecting  a  two-tiered  approach.  Each  course  of  study  shall  include  both  discipline- 
appropriate  clinically  oriented  material  and  the  team  collaboration/coordination  skills 
necessary  to  respond  to  terrorist  events  and  other  public  health  emergencies.  These 
activities  will  outline  the  integrated  professional  roles  and  responsibilities  inherent  in  a 
community  response  and  may  include  participation  in  drills,  exercises  and/or 
simulations  occurring  in  the  state  or  regions. 

Mr.  Regula:  What  types  of  institutions  will  be  awarded  these  grants? 

Dr.  Duke:  The  types  of  entities  eligible  to  apply  for  this  program  are  academic 
health  centers,  other  public  or  private  nonprofit  accredited  or  licensed  health  professions 
schools,  and  other  educational  entities  such  as  professional  organizations  and  societies, 
private  accrediting  organizations,  and  other  nonprofit  institutions  or  entities  including 
faith-based  organizations  and  community-based  organizations;  and  multi-state  or  multi- 
institutional  consortia  of  various  combinations  of  these  eligible  entities. 
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NON-BIODEFENSE  BENEFITS 

Mr.  Wicker:  What  types  of  non-biodefense  benefits  have  been  or  will  be 
realized  due  to  the  research  the  NTH  and  CDC  are  conducting  for  bioterrorism  protection 
and  readiness  efforts? 

Dr.  Gerberding:  Bioterrorism  preparedness  and  response  programs  have 
improved  CDC's  surveillance,  laboratory,  response,  and  communications  systems. 
Expanded  surveillance  capacity  as  a  result  of  bioterrorism  preparedness  efforts  will  help 
in  monitoring  the  course  of  existing  as  well  as  new  and  emerging  diseases  such  as  SARS 
and  West  Nile  Virus.  The  bioterrorism  program  has  improved  our  ability  to  diagnose 
known  as  well  as  unknown  agents  through  pathogen  discovery  programs.  This  enhanced 
pathogen  discovery  program  was  instrumental  in  the  quick  identification  of  the 
SARS-coronarius.  The  Laboratory  Response  Network,  part  of  the  bioterrorism 
preparedness  program,  has  developed  the  capacity  to  do  a  variety  of  diagnostic  testing 
and  will  soon  receive  assays  for  SARS.  Protocols  developed  in  the  field  have  proved 
helpful  in  preparing  and  responding  to  SARS  and  the  education  and  communications 
programs  associated  with  the  bioterrorism  program  have  improved  and  fine  tuned  our 
ability  to  effectively  communicate  with  the  public,  as  well  as  the  public  health,  medical, 
and  other  communities.  The  new  state-of-the-art  emergency  operations  center  at  CDC 
embodies  this  new  strength  and  has  served  as  the  focus  for  SARS-related  activities  and 
response. 

Dr.  Zerhouni:  The  positive  long-term  benefits  for  other  diseases  that  will  result 
from  the  large  investment  in  both  basic  and  translational  research  in  biodefense  will  be 
substantial.  Research  on  the  microbial  biology  and  pathogenesis  of  these  organisms  will 
enhance  understanding  of  other  more  common  and  naturally  occurring  infectious 
diseases,  both  in  the  United  States  and  around  the  world.  Advancements  in  the  arena  of 
diagnostics,  therapeutics,  and  vaccines  will  improve  our  ability  to  diagnose,  treat,  and 
prevent  major  killer-diseases,  such  as  malaria,  tuberculosis,  HIV/ AIDS,  and  a  spectrum 
of  emerging  and  remerging  diseases,  benefitting  people  around  the  world.  Basic 
research  will  greatly  enhance  our  understanding  of  the  molecular  and  cellular 
mechanisms  of  the  innate  immune  system  and  its  relationship  to  the  adaptive  immune 
system,  and  lead  to  improvements  in  the  treatment  and  prevention  of  immune-mediated 
diseases,  such  as  systemic  lupus  erythematosus,  rheumatoid  arthritis,  and  other 
autoimmune  diseases.  Finally,  improved  understanding  of  the  mechanisms  of  regulation 
of  the  human  immune  system  will  have  positive  spinoffs  for  diseases  such  as  cancer, 
immune-mediated  neurologic  diseases,  and  allergic  and  hypersensitivity  diseases,  as 
well  as  for  the  prevention  of  rejection  of  organ  transplantation. 
Specific  examples  include: 

Research  on  Smallpox  several  different  research  networks,  which  were 

formed  to  develop  medical  interventions  to  combat  smallpox,  are  being 
mobilized  to  help  research  and  develop  medical  interventions  for  SARS.  For 
instance,  the  Clinical  Antiviral  Study  group-developed  a  network  of  clinical  trial 
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site  investigators  that  could  rapidly  treat  persons,  under  a  treatment  IND,  in  the 
event  of  a  smallpox  outbreak.  This  same  system  is  currently  being  mobilized  to 
develop  a  treatment  protocol  for  SARS.  Drug  screening  networks  developed  to 
identify  and  test  drugs  that  could  be  used  to  combat  smallpox  and  other  potential 
biological  agents  of  terror  are  being  called  into  action  to  develop  in  vitro 
screening  tests  for  SARS  therapeutics. 

Research  on  Anthrax  research  into  understanding  how  anthrax  toxins 

devastate  healthy  cells  has  led  to  a  possible  new  strategy  to  fight  cancer.  This 
potential  treatment  strategy  works  by  having  an  altered  form  of  an  anthrax  toxin 
become  activated  only  by  contact  with  an  enzyme  that  is  on  the  surface  of 
virtually  all  tumor  cells.  Once  activated,  this  anthrax  toxin  is  able  to  start 
devastating  the  tumor  cells.  In  mouse  studies,  several  different  types  of  tumors 
dramatically  shrinked  after  being  injected  with  the  altered  toxin,  but  the  normal 
cells  were  left  alone. 
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BIOTERRORISM 

Mrs.  Northup:  There  has  been  a  dramatic  increase  in  funding  for  bioterrorism 
preparedness  since  September  1 1th.  Tremendous  amounts  of  money  have  been  and  will 
be  poured  directly  into  states  through  the  Departments  of  Homeland  Security  and  Health 
and  Human  Services.  What  measures  are  being  taken  to  track  this  funding  and  ensure 
that  it  is  being  properly  utilized  at  the  state  level? 

Mr.  Hauer:  HHS  has  defined  the  focus  of  the  cooperative  agreements 
unequivocally:  preparedness  for  bioterrorism,  other  outbreaks  of  infectious  disease,  and 
other  public  health  emergencies.  Within  this  scope,  in  FY  2002  we  specified  17  Critical 
Benchmarks  and  other  longer-term  objectives.  In  FY  2003  there  are  a  total  of  45 
benchmarks:  25  for  CDC,  15  for  HRSA  and  5  that  are  cross-cutting  in  nature, 
integrating  CDC  and  HRSA  funded  activities. 

In  implementing  the  program  in  FY2002,  HHS  struck  a  carefully  considered 
balance  among  speed,  flexibility,  and  accountability:  speed  in  getting  the  funds  into  the 
hands  of  the  appropriate  State  officials,  flexibility  for  the  States  with  respect  to  how  they 
approach  HHS-specified  objectives;  and  accountability  of  the  States  for  responsive  and 
responsible  use  of  the  funds.  Workplans  submitted  by  states  had  to  address  the  critical 
benchmarks  for  which  funding  would  be  used  in  achieving.  In  instances  where  the  HHS 
review  identified  deficiencies  in  the  States'  plans,  the  associated  funds  remained 
restricted  in  the  interest  of  prudent  stewardship.  CDC  and  HRSA  followed  up 
immediately  with  the  affected  States  to  define  the  actions  needed  to  remedy  the 
deficiencies  and  to  offer  technical  assistance  as  appropriate.  These  efforts  continued, 
and  the  remaining  restricted  funds  were  released  on  a  case-by-case  basis  as  the  States 
provided  evidence  of  successful  remediation. 

Looking  ahead,  HHS  plans  a  variety  of  additional  steps  toward  ensuring  that  the 
cooperative  agreements  achieve  their  goals.  It  is  requiring  progress  reports  at 
approximately  six-month  intervals.  CDC  and  HRSA,  in  conjunction  with  OASPHEP, 
will  initiate  a  program  of  site  visits  to  enable  first-hand  determinations  of  the  States' 
progress  toward  the  Critical  Benchmarks  and  other  objectives  of  the  cooperative 
agreements.  Further,  from  time  to  time,  HHS  will  sponsor  conferences,  workshops,  and 
other  forums  for  its  cooperative  agreement  partners  with  the  intent  of  highlighting  best 
practices  and  identifying  specific  areas  where  the  States  require  technical  assistance. 
The  HHS  Office  of  the  Inspector  General  (OIG)  is  providing  a  uniquely  valuable 
complement  to  the  project  monitoring  efforts  summarized  above.  The  OIG  recently 
completed  an  audit  of  CDC's  cooperative  agreement  with  California  and,  based  on  this 
pilot  project,  is  developing  a  guide  to  assist  State  auditors  in  making  comparable 
financial  reviews  in  their  States. 

HHS  staff  will  be  alert  to  detect  activities  that  do  not  seem  to  fall  within  this 
framework  and  will  work  with  the  States  as  necessary  toward  ensuring  that  all  activities 
under  the  cooperative  agreements  are  appropriate  uses  of  funds. 
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Should  HHS  staff  detect  ineffective  uses  of  funds  under  the  cooperative 
agreements,  we  will  work  with  the  States  to  redirect  the  funds  to  appropriate  uses  and  to 
effect  whatever  remedial  actions  are  indicated.  Should  HHS  staff  detect  apparently 
unlawful  uses  of  funds  under  the  cooperative  agreements,  we  will  not  hesitate  to  impose 
funding  restrictions  and  require  corrective  actions,  to  disallow  errant  expenditures,  to 
redirect  or  recover  misspent  funds,  and/or  to  refer  cases  for  possible  investigation  by  the 
HHS  Office  of  the  Inspector  General. 

Mrs.  Northup:  Last  year,  Mr.  Allen  conveyed  concerns  with  available  resources 
at  state  and  local  levels  for  adding  staff  and  planning  and  development  programs. 
Training,  vaccine  distribution,  patient  surges,  and  communication  were  among  his  chief 
concerns.  Are  these  resource  needs  being  adequately  addressed? 

Dr.  Gerberding:  Yes.  The  increase  in  the  support  of  CDC  grantees  has  increased 
staffing,  planning  activities,  program  development,  training,  communications 
connectivity,  and  enhanced  planning  for  distribution  of  stockpile  material,  including 
vaccines,  for  all  62  grantees. 

Dr.  Duke:  We  think  with  the  substantial  increase  in  fanding  for  the  Hospital 
Preparedness  program  in  FY  2003  and  proposed  for  FY  2004,  that  these  needs  are  being 
addressed.  Funding  in  FY  2002  was  at  a  level  of  SI  35  million.  Funding  in  FY  2003 
was  raised  in  the  appropriation  to  S514.6  million  and  funding  for  FY'  2004  is  proposed 
for  $518  million.  This  will  allow  the  States  to  address  such  resource  intensive  needs  as 
the  development  of  surge  capacity  for  hospitals,  development  of  communication  systems 
and  implementation  of  training  programs. 

Mrs.  Northup:  Are  states  receiving  specific  guidance  on  the  types  of  bioterror 
implementation  programs  to  be  utilized? 

Mr.  Hauer:  Yes.  CDC  and  HRS  A  have  issued  guidances  in  both  FY  2002  and 
FY  2003  for  developing  and  implementing  public  health  and  hospital  preparedness 
efforts.  Within  the  guidances,  the  agencies  identify  priority  areas  for  states  to  address. 
They  also  provide  critical  benchmarks  that  states  are  required  to  meet  in  developing  the 
capacity  to  prepare  for  and  respond  to  bioterrorism  and  other  public  health  emergencies. 
This  year,  FY2003,  HHS  has  also  established  "cross-cutting  benchmarks"  for  the  states 
to  address.  These  cross-cutting  benchmarks  will  ensure  that  all  preparedness  activities - 
both  public  health  and  hospital  -  are  coordinated  and  integrated  at  the  state  and  local 
levels.  The  HHS  cross-cutting  benchmarks  are:  1)  Incident  management;  2)  Joint 
advisory  committee  for  CDC  and  HRSA  cooperative  agreements;  3)  Laboratory 
connectivity-,  4)  Laboratory  data  standard:  5)  Jointly  funded  health  department-hospital 
activities. 

While  benchmarks  are  provided  to  the  states,  HHS  does  not  dictate  precisely 
how  each  state  should  go  about  meeting  these  benchmarks.  Our  intent  is  to  identify  the 
"what  they  need  to  do,"  not  "how  they  should  do  it."  This  approach  allows  individual 
states  to  plan  and  implement  activities  in  a  manner  that  is  locally  appropriate  and 
feasible. 
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Mrs.  Northup:  Do  your  agencies  endorse  any  one  program  in  particular? 

Mr.  Hauer:  Neither  CDC  nor  HRSA  advocate  one  specific  program.  They  issue 
guidance  to  support  state  and  local  jurisdictions  and  the  health  care  community  in 
implementing  their  plans  for  bioterrorism  and  other  public  health  emergencies.  The 
guidance  provides  areas  of  emphasis  that  states  must  address  when  planning  for  and 
responding  to  acts  of  terrorism. 

SEVERE  ACUTE  RESPIRATORY  SYNDROME  (SARS) 

Mrs.  Northup:  The  naturally  occurring  international  outbreak  of  Severe  Acute 
Respiratory  syndrome  has  highlighted  the  importance  of  preparing  the  U.S.  public  health 
system  for  a  possible  bioterrorism  attack.  How  would  you  rate  the  response  of  global 
and  national  health  systems  to  this  crisis? 

Dr.  Gerberding:  Since  the  beginning  of  the  SARS  outbreak,  WHO  has 
coordinated  an  international  investigation  that  has  produced  unprecedented  scientific 
and  epidemiologic  discoveries  with  unprecedented  speed.  WHO  issued  a  global  alert 
concerning  SARS  on  March  12  and  on  March  14,  CDC  activated  its  emergency 
operations  center  (EOC)  to  support  the  response  of  WHO  to  this  global  threat. 

By  March  24,  scientists  at  CDC  and  in  Hong  Kong  announced  that  a  new 
coronavirus  had  been  isolated  from  SARS  patients.  Within  days,  the  new  virus  had  been 
sequenced  and  posted  on  web  sites  globally. 

Since  then,  almost  instantaneous  communication  and  information  exchange  has 
supported  every  aspect  of  the  response.  Up-to-the-minute  information  has  been  tailored 
for  a  variety  of  audiences,  and  interim  guidance  has  been  issued  and  frequently  updated 
as  new  information  becomes  available. 

Despite  the  tremendous  effort  and  efficient  speed  with  which  the  investigation  of 
the  SARS  outbreak  has  been  conducted,  it  is  entirely  too  soon  to  predict  its  ultimate 
scope  and  magnitude.  Only  time  will  determine  whether  it  develops  into  a  global 
pandemic  or  whether  SARS  will  develop  a  seasonal  pattern  improving  prospects  for 
regional  containment. 

Mrs.  Northup:  How  are  your  agencies  utilizing  this  outbreak  to  mobilize  and 
prepare  for  the  possibility  of  future  attacks,  deliberate  or  otherwise,  targeting  public 
health? 

Dr.  Gerberding:  Some  of  the  lessons  learned  in  the  current  outbreak  of  Severe 
Acute  Respiratory  Syndrome  (SARS)  that  can  be  applied  to  bioterrorism  preparedness 
include: 
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1 .  Isolation  procedures  can  be  implemented.  CDC  has  provided  isolation 
and  infection  control  guidelines  to  health  care  workers,  SARS  patients 
and  their  close  contacts,  schools,  workplaces,  and  others.  CDC  would 
respond  similarly  in  a  bioterrorism  event. 

2.  Appropriate  and  timely  risk  communication  allays  public  fears  and 
prevents  public  panic.  An  informed  public  is  more  likely  to  cooperate 
with  necessary  public  health  measures  when  they  understand  the  reasons 
for  implementation  of  the  measures.  In  a  bioterrorist  event,  keeping 
public  fears  and  panic  to  a  minimum  will  be  of  utmost  importance  in 
order  to  contain  and  control  the  spread  of  a  communicable  disease. 

3 .  Adjusting  staffing  levels  to  maximize  Agency  response  while  minimizing 
fatigue  and  burnout  by  rotating  team  members  and  leaders  during  the 
response  as  appropriate. 

4.  Using  CDC's  Laboratory  Response  Network  (LRN)  to  disseminate 
diagnostic  reagents  as  soon  as  they  are  standardized  and  available. 

5.  Fine-tuning  our  approach  to  contract  tracing  for  airplane  exposures 
within  the  current  smallpox  plan.  During  the  SARS  investigation,  CDC 
has  faced  a  daunting  challenge  of  trying  to  track  lists  of  passengers 
potentially  exposed  to  SARS.  Airlines  do  not  keep  these  manifests 
electronically  and  there  is  a  significant  time  delay  between  exposure  and 
receiving  passenger  lists  from  the  airlines. 

6.  The  SARS  outbreak  investigation  provides  CDC  with  an  unexpected 
opportunity  for  a  tabletop  exercise  providing  a  variety  of  scenarios 
similar  to  what  would  be  expected  in  the  advent  of  a  bioterrorist  attack  or 
an  influenza  pandemic. 

Not  only  will  many  of  the  lessons  learned  from  the  SARS  outbreak  assist  in 
planning  for  bioterrorism  preparedness,  but  many  of  the  systems  already  in  place  to 
respond  to  a  bioterrorist  attack  have  proved  useful  in  responding  to  SARS.  These 
measures  include: 

1 .  Activation  of  CDC's  Emergency  Operations  Center  (EOC).  Coordination 
of  the  SARS  outbreak  investigation  via  the  EOC  maximizes  CDC's 
response  to  the  epidemic. 

2.  Deployment  of  trained  Emergency  Response  Teams  to  assist  in  the 
international  investigation. 
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Channels  of  communication  set  up  via  various  communication  teams 
responding  to  a  variety  of  audiences  are  facilitating  the  quick 
dissemination  of  up-to-date  information  on  SARS.  These  channels  were 
already  in  place  due  to  advanced  bioterrorism  preparedness  and  response 
planning. 
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PUBLISHING  RESEARCH  PAPERS 

Mr.  Weldon:  In  response  to  my  question  about  exercising  restraint  in  publishing 
certain  studies  Dr.  Fauci  indicated  that  the  scientific  journal  publishers  are  working  with 
the  National  Academy  of  Sciences  (NAS)  to  develop  guidelines  and  a  process  for 
bringing  greater  scrutiny  to  decisions  over  whether  or  not  to  publish  studies  that  might 
aid  those  who  would  seek  to  cause  us  harm  through  the  use  of  biological  or  chemical 
agents.  I  would  like  for  you  to  expound  on  this  further.  Please  provide  the  guidelines 
and  processes  that  have  been  put  in  place  by  the  publishers  and  the  NAS  for  reviewing 
sensitive  studies. 

Dr.  Fauci:  In  January  2003,  the  NAS  sponsored  an  open  forum  for  journal 
editors,  scientist-authors,  government  officials,  and  other  interested  parties  to  explore 
the  many  issues  related  to  the  possibility  that  new  information  published  in  research 
journals  might  give  aid  to  those  with  malevolent  ends.  While  this  problem  is  too 
complex  to  be  solved  quickly,  the  NIH  applauds  the  positive  steps  that  have  already 
been  taken  by  journal  publishers  and  the  NAS,  along  with  other  professional 
organizations,  to  address  this  significant  issue. 

Mr.  Weldon:  Is  the  Department  of  Homeland  Security,  the  Centers  for  Disease 
Control,  the  Department  of  Health  and  Human  Services,  and/or  the  National  Institutes  of 
Health  involved  in  these  processes  and  reviews? 

Dr.  Fauci:  No,  not  the  reviews  of  articles.  Journal  peer  reviews  are  independent 
assessments  that  Federal  agencies  do  not  (and  should  not)  directly  influence.  We  are 
working  with  the  journals,  as  one  of  many  partners,  in  developing  guidelines. 

Mr.  Weldon:  If  so,  to  what  degree? 

Dr.  Fauci:  Please  see  answer  to  question  (b).  As  I  indicated  in  my  testimony,  we 
are  working  with  many  organizations  to  develop  guidelines. 

Mr.  Weldon:  To  date  are  there  studies  that  have  been  scrutinized  through  this 
process  that  have  not  been  published  due  to  national  security  considerations? 

Dr.  Fauci:  Several  journal  editors  have  reported  instances  in  which  certain 
information  was  not  published  because  of  security  concerns,  but  I  believe  that  the 
numbers  have  been  small. 

Mr.  Weldon:  In  those  instances  in  which  a  federal  agency  involved  in  homeland 
security  questions  a  decision  to  publish  a  taxpayer  funded  study,  who  makes  the  final 
decision  -  the  publication,  the  researcher,  or  the  federal  agency  that  provided  the 
funding? 
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Dr.  Fauci:  To  date  we  have  not  had  to  confront  this  matter.  The  final  decision  to 
publish  a  paper  that  has  been  submitted  to  a  journal  is  the  journal  editor's  decision, 
which  is  why  they  are  in  an  extremely  important  leadership  position  on  this  issue. 
Again,  we  commend  the  journals  and  the  scientific  community  for  the  proactive  steps 
they  have  taken  to  date. 
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ADVANCED  RESEARCH  PROGRAM 

Mr.  Obey:  The  budget  for  the  Office  of  the  Assistant  Secretary  for  Public 
Health  Emergency  Preparedness  (ASPHEP)  includes  $5  million  for  "Advanced 
Research"  in  both  FY  2003  and  FY  2004.  Please  explain  how  these  funds  are  being 
used  in  FY  2003  and  how  they  will  be  used  in  FY  2004.  In  particular,  what  portion  will 
be  used  for  personnel  and  other  expenses  for  research  oversight  and  supervision,  what 
portion  will  be  used  for  grants  or  contracts  for  research  projects,  and  what  portion  will 
be  used  for  other  purposes? 

Mr.  Hauer:  OASPHEP's  Advanced  Research  program  provides  oversight  and 
supervision  to  vaccine  acquisition  contracts  at  CDC  and  research  efforts  at  NIH  and 
FDA.  At  present  the  Office  oversees  and  coordinates  programs  for  current  and  second 
generation  smallpox  vaccines,  vaccinia  immune  globulin,  anthrax  vaccines  and 
botulinum  antitoxins.  The  office  provides  policy  guidance  and  planning  for  the 
advanced  development  and  acquisition  of  medical  countermeasures  to  bioterrorism, 
including  antibiotics  and  antiviral  drugs. 

Of  the  $5  million  appropriated  in  FY  2003,  $1.6  million  will  cover  personnel  and 
support  costs,  $935,000  is  programmed  for  use  by  CDC  for  smallpox  professional 
education,  $500,000  is  committed  to  a  study  of  influenza  vaccine  manufacturing  by  cell 
culture  methods  (which  will  be  a  contract  from  NIH),  and  $400,000  is  committed  to 
supporting  modeling  studies  of  control  of  smallpox  outbreaks  through  a  contract 
managed  by  the  Fogarty  International  Center  at  NIH.  The  remaining  $  1 .5  million  is 
committed  to  a  contract  to  support  OASPHEP  in  executing  the  BioShield  acquisitions 
program. 

The  OASPHEP  is  expected  to  be  responsible  for  managing  the  large  contracts 
with  manufacturers  for  the  acquisition  of  bioterrorism  countermeasures  including  second 
generation  anthrax  vaccine,  second  generation  smallpox  vaccine,  botulinum  antitoxins, 
and  others.  As  a  result  of  greatly  increased  management  responsibilities  there  will  a 
significant  increase  in  the  portion  of  the  FY  2004  budget  allocated  for  oversight  and 
supervision. 

Mr.  Obey:  To  the  extent  that  "Advanced  Research"  funds  are  used  to  support 
research  grants  or  contracts,  what  types  of  research  will  be  conducted  and  why  is  this 
research  funded  through  ASPHEP  rather  than  NIH,  CDC,  or  another  appropriate 
operating  division  of  the  Department? 

Mr.  Hauer:  Advanced  research  funds  are  used  for  one  time  special  studies  such 
as  the  smallpox  modeling  project  and  studies  of  influenza  vaccine  economics  that 
directly  impact  the  policy  considerations  by  OASPHEP.  OASPHEP  transfer  funds  to 
the  operating  divisions,  such  as  NIH  and  CDC,  which  then  award  the  contracts. 
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Mr.  Obey:  The  budget  for  OASPHEP  also  includes  $9.5  million  for 
International  Early  Warning  Surveillance  in  both  FY  2003  and  FY  2004.  Please 
describe  the  specific  activities  being  carried  out  with  these  funds  in  FY  2003  (e.g., 
stationing  HHS  personnel  overseas,  grants  to  foreign  governments  and  non- 
governmental organizations  for  epidemiology  and  lab  capacity,  etc.)  and  the  specific 
activities  expected  to  be  undertaken  in  FY  2004,  and  indicate  how  funding  is  divided 
among  these  activities. 

Mr.  Hauer:  The  goal  of  the  International  Early  Warning  Surveillance  Program  is 
to  strengthen  the  capabilities  of  the  U.S.  Department  of  Health  and  Human  Services 
(HHS)  and  our  partner  agencies  in  nations  in  the  developing  world  in  the  early  detection, 
investigation,  and  reporting  of  disease  outbreaks  caused  by  organisms  which  not  only 
constitute  a  significant  indigenous  threat  to  public  health  but  also,  if  employed  by 
terrorists,  could  threaten  U.S.  national  security. 

The  framework  for  the  program  includes  the  following  objectives:  (1) 
appropriate  training  of  clinical  and  public  health  personnel;  (2)enhanced  epidemiologic 
and  laboratory  capacity  for  early  detection  and  control  of  infectious  diseases;  and  (3) 
maximal  use  of  appropriate  information  technologies  to  ensure  effective 
communications  among  local,  regional,  and  international  stakeholders. 

To  accomplish  the  above  program  goals,  HHS  is  pursuing  a  two-part  strategy, 
using  FY  2002  and  FY  2003  funds. 

•  We  will  establish  bilateral  agreements  with  selected  partner  nations  to 
improve  their  disease  surveillance  capabilities  through:  (a)  technical 
assistance,  including  on-site  assignment  of  expert  HHS  epidemiologists 
and  laboratorians;  (b)  training  for  epidemiologists  and  laboratorians  in 
the  partner  nations;  and  (c)  access  to  laboratory  equipment,  reagents,  and 
information  technology  to  upgrade  regional  infectious  disease 
surveillance  infrastructure. 

•  Integration  with  multinational  efforts  led  by  the  World  Health 
Organization  (WHO)  and  Pan  American  Health  Organization  (PAHO)  to 
strengthen  early  detection  of  disease  outbreaks  through  enhancement  of 
existing  epidemic  intelligence  systems  that  collect  and  promptly  verify 
reports  of  disease  outbreaks.  The  WHO  and  PAHO  programs  will  be 
integrated  to  enhance  national  infectious  disease  surveillance  and 
promote  timely  communication,  information  sharing,  and  response. 

Using  FY02  and  FY03  funds,  HHS  will  strengthen  WHO's  Global  Outbreak 
Alert  and  Response  Network  and  PAHO's  Latin  American  and  Caribbean  regional 
surveillance  networks.  Specific  program  activities  include,  but  are  not  limited  to, 
underwriting  of  dedicated  contracts  for  the  air  transport  of  specimens,  upgrades  of 
information  technology,  and  the  training  and  equipping  of  disease  outbreak  response 
teams. 
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Some  activities  will  also  be  carried  out  in  cooperation  with  the  Global  Health 
Security  Action  Group,  an  eight-country  consortium  (U.S.,  Canada,  United  Kingdom, 
Mexico,  Japan,  Italy,  France,  and  Germany)  founded  by  Secretary  Thompson  in  the  fall 
of 2001  with  the  aim  of  better  collaboration  on  bioterrorism  preparedness. 

Mr.  Obey:  What  is  the  relationship  between  the  ASPHEP  International  Early 
Warning  Surveillance  activities  and  global  health  and  disease  surveillance  activities 
carried  out  by  the  CDC? 

Mr.  Hauer:  While  CDC  plays  an  important  role  in  responding  to  and  controlling 
infectious  disease  outbreaks,  in  the  years  ahead  regional  disease  surveillance  networks 
must  grow  in  number  and  geographical  scope  to  insure  global  health  security.  In  the 
long  run,  regional  and  disease-specific  networks  should  expand,  interact,  and  evolve  into 
a  global  "network  of  networks"  that  helps  ensure  early  warning  of  new  and  re-emerging 
threats  and  increased  capacity  to  monitor  the  effectiveness  of  public  health  control 
measures.  This  will  be  accomplished  by  building  on  the  strengths  of  the  CDC's  pre- 
existing disease  surveillance  and  control  activities,  as  well  as  other  U.S.  Government 
programs.  To  achieve  the  goals  of  this  program,  a  broad  inter-agency  perspective  is 
required. 

The  Office  of  the  Assistant  Secretary  for  Public  Health  Emergency  Preparedness 
(OASPHEP)  with  assistance  from  the  Office  of  Global  Health  Affairs,  will  coordinate 
and  direct  the  International  Early  Warning  Surveillance  Program  which  integrates 
existing  systems  mentioned  above  into  an  operative  system  detailed  below.  The 
importance  of  coordination  of  information  and  working  together  in  response  efforts 
could  not  be  better  exemplified  than  by  the  current  global  SARS  outbreak.  The 
International  Early  Warning  Surveillance  Program  will  not  only  strengthen  coordination 
efforts  during  future  public  health  crises,  but  will  also  encourage  integration  of  planning 
and  preparedness  efforts  so  as  to  reduce  the  disease  burden.  The  reason  OASPHEP  is 
managing  this  program  is  because  of  the  compelling  need  to  fully  integrate  the  various 
areas  of  technical,  scientific  and  policy  expertise  across  all  the  relevant  agencies  within 
HHS,  especially  the  Centers  for  Disease  Control  and  Prevention  (CDC),  Food  and  Drug 
Administration  (FDA)  and  National  Institutes  of  Health  (NIH).  Additionally,  the 
program  requires  complex  collaboration  with  other  U.S.  Government  agencies  such  as 
the  Departments  of  State,  Homeland  Security,  and  Defense  at  the  headquarters  level. 
Furthermore,  other  critical  partners  in  this  program  include  the  WHO,  the  eight-member 
Global  Health  Security  Action  Group,  non-government  organizations,  academic 
institutions  and  non-profit  sector  organizations. 

The  approach  we  have  proposed  will  be  in  harmony  with  the  general  strategic 
architecture  of  the  U.S.  domestic  approach  to  bioterrorism  preparedness  and  will  feature 
as  much  as  possible  the  adaptation  of  U.S.  tools  and  methods  to  international  situations. 
Laboratory  protocols  will  be  harmonized  with  pre-existing  CDC  protocols  to  produce 
common  standards,  and  disease  surveillance  systems,  such  as  for  polio  eradication  and 
influenza  surveillance,  which  will  serve  as  models.  The  laboratory  system  at  the 
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Carribean  Regional  Epidemiology  Center  will  be  "twinned"  with  a  model  state  public 
health  lab  in  the  U.S.  Laboratory  Response  Network  (LRN)  with  higher-level  assistance 
available  from  CDC.  Additionally,  U.S.  public  health  technical  experts  will  be  placed  in 
settings  where  they  can  serve  on  the  ground  in  critical  regions  as  mentors  and 
consultants  with  the  expectation  that  they  will  build  relationships  of  trust  with  those  on 
the  front  lines  in  outbreak  detection  and  response.  In  some  locations,  such  as  Kenya  and 
Thailand,  the  existing  CDC  Emerging  Infectious  Disease  centers  will  form  part  of  the 
International  Early  Warning  Surveillance  Program. 

Mr.  Obey:  What  are  the  specific  activities  to  be  carried  out  with  the  ASPHEP 
funding  for  the  Media/Public  Information  Campaign? 

Mr.  Hauer:  This  public  information  campaign  is  currently  in  the  development 
stages.  The  campaign  will  focus  on  educating  the  general  public  about  the  variety  of 
biological  and  chemical  agents  that  exist  and  how  best  to  prepare  oneself  to  minimize 
the  dangerous  effects  of  these  substances.  The  campaign  will  build  upon  the  basic 
information  on  these  agents  currently  available  from  the  CDC  as  well  as  upon  currently 
available  basic  preparedness  guidance.  The  goal  of  the  campaign  is  to  educate  the 
public  in  a  constructive  manner  that  informs  and  provides  useful  information  without 
alarming  the  population. 

EMERGENCY  PREPAREDNESS  FUNDING 

Mr.  Obey:  Please  indicate  the  actual  or  planned  uses  of  the  funds  provided  to 
CDC  through  the  Public  Health  and  Social  Services  Emergency  Fund  in  FY  2002  and 
FY  2003  and  in  the  President's  FY  2004  budget  request,  by  providing  a  table  similar  to 
the  one  that  appears  on  page  94  of  the  hearing  print  from  the  FY  2003  hearing  on  HHS 
bioterrorism  preparedness  efforts. 

Dr.  Gerberding:  The  information  follows: 
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Centers  for  Disease  Control  and  Prevention 

FY  2002-2004  Terrorism  and  Emergency  Activities  Funding 

(Dollars  in  Millions) 

FY  2002 
Final 

FY  2003 
Estimate 

FY  2004 
President's 
Budget 

Upgrading  State  and  Local  Capacity 

—Consolidated  State  Grants 

$865.0 

$859.4 

$865.0 

--  Health  Alert  Network 

$34.0 

$33.8 

$34.0 

--  Laboratory  Capacity—Chemical 

$8.2 

$8.1 

$8.0 

-  Technical  Assistance  &  Oversight 

$11.7 

$11.6 

$11.7 

-  Centers  for  Public  Health 
Preparedness 

$20.0 

$24.8 

$20.0 

--  Partner  Cooperative  Agreements 

$1.3 

$1.2 

$1.3 

Subtotal,  State  &  Local  Capacity 

$940.2 

$938.9 

$940.0 

Upgrading  CDC  Capacity 

—  Smallpox  Vaccination  Plan 

$23.70 

—  Select  Agents 

$5.5 

$5.4 

$6.4 

—  State/Local  Technical  Assistance  & 
Oversight 

$8.7 

$8.6 

$10.1 

—  Preparedness  &  Response 

$66.1 

$65.7 

$76.7 

~  Laboratory  Capacity 

$33.4 

$33.3 

$38.7 

-  Surveillance  &  Epidemiology 

$15.1 

$15.1 

$17.5 

-  Research 

$5.5 

$5.5 

$6.4 

~  Anti-Infective  Agents 

$2.0 

$2.0 

$2.3 

Subtotal,  CDC  Capacity 

$136.3 

$159.3 

$158.1 

Anthrax 

$18.0 

$17.9 

$18.0 

Security  Improvements 

$46.0 

$19.9 

„ 

Critical  Recovery  Efforts 

$7.50 

Strategic  National  Stockpile* 

($645.00) 

($298.10) 

($300.00) 

Smallpox* 

($512.00) 

($99.40) 

($100.00) 

Department  of  Homeland  Security 
Transfer 

($0.60) 

Total,  Terrorism  &  Emergency 
Activities 

$1,148.00 

$1,135.40 

$1,116.10 

*The  Strategic  National  Stockpile  and  Smallpox  activities  transferred  to  DHS  in 
FY  2003.  The  FY  2002  Total  reflects  a  comparable  number  to  FY  2003. 
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Mr.  Obey:  What  specific  formula  was  used  to  allocate  FY  2002  funds  among  the 
various  states,  territories  and  large  cities  under  the  CDC  cooperative  agreement  program 
for  enhancing  state  and  local  bioterrorism  and  public  health  emergency  preparedness?  In 
particular,  I  believe  the  formula  involved  a  combination  of  a  flat  dollar  amount  per  state 
plus  a  per-capita  amount;  if  that  is  the  case,  what  were  those  amounts? 

Dr.  Gerberding:  The  FY  2002  bioterrorism  cooperative  agreement  with  the  50 
states,  Washington  DC,  3  large  cities,  and  8  US  territories  totaled  $918  million,  an 
unprecedented  investment  in  preparing  state  and  local  governments  against  a  possible 
bioterrorist  attack.  This  money  was  distributed  on  a  formula  basis  with  each  state, 
Puerto  Rico,  and  the  3  large  cities  receiving  a  base  amount  of  $5  million,  with 
Washington  DC  receiving  a  base  amount  of  $  1 0  million.  The  base  amount  assured  a 
level  of  preparedness  regardless  of  the  size  of  the  state.  The  remainder  was  then  placed 
into  a  per-capita  formula  based  on  population,  so  the  more  populous  states  received 
proportional  funding.  Finally,  the  remaining  territories  including  the  US  Virgin  Islands, 
Guam,  American  Samoa,  and  the  Freely  Associated  States  were  allocated  $3  million  to 
make  sure  the  outlying  US  territories  also  were  preparing  for  a  possible  bioterrorist 
attack.  Altogether,  the  62  awardees  received  a  total  of  $918  million  and  this  money  is 
being  used  to  enhance  state  and  local  bioterrorism  and  public  health  emergency 
preparedness. 

Mr.  Obey:  Do  you  anticipate  changing  that  formula  (or  the  dollar  amounts  used 
in  the  formula)  in  FY  2003  and/or  FY  2004?  If  so,  how? 

Dr.  Gerberding:  The  FY  2003  award  will  be  a  continuation  of  the  FY  2002 
supplemental  bioterrorism  cooperative  agreement  funds,  so  the  same  basic  formula  of  a 
base  amount,  plus  a  per  capita  funding  formula  will  remain  the  same.  No  determination 
has  yet  been  made  regarding  the  distribution  of  FY  2004  funding. 

Mr.  Obey:  What  do  you  consider  to  be  the  specific  provisions  of  authorizing  law 
governing  or  guiding  the  allocation  and  use  of  the  funds  appropriated  to  CDC  (through 
the  Public  Health  and  Social  Services  Emergency  Fund)  for  upgrading  state  and  local 
capacity  to  respond  to  terrorism? 

Dr.  Gerberding:  CDC  has  general  authority  to  assist  State  and  local  authorities 
in  the  prevention  of  communicable  diseases  under  §  31 1  of  the  Public  Health  Service 
Act  [42  USC  §  243]  and  to  make  grants  to  States  and  their  political  subdivisions  under  § 
317  of  the  PHS  Act  [42  USC  §  247b].  In  addition,  CDC  has  specific  authorities  to  assist 
states  and  local  jurisdictions  to  prepare  for  bioterrorism  and  other  public  health 
emergencies  under  §§  319A,  B,  C,  F,  &  G  of  the  PHS  Act  [42  USC  §§  247d-l,  2,  3,  6, 
7],  as  amended  by  the  Public  Health  Security  and  Bioterrorism  Response  Act  of  2002, 
Pub.  L  107-188. 
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TERRORISM  PREPAREDNESS  PROGRAMS 


Mr.  Obey:  Please  provide  an  update  on  the  activities  CDC  is  undertaking  -  and 
the  activities  that  CDC  plans  to  undertake  in  FY  2004  -  to  improve  preparedness  to  deal 
with  possible  chemical  terrorist  incidents  and  threats. 

Dr.  Gerberding:  CDC  has  been  conducting  a  number  of  ongoing  activities 
related  to  assisting  state  and  local  partners  in  preventing,  preparing  for,  identifying,  and 
responding  to  chemical  and  radiological  terrorist  incidents  and  threats: 

Emergency  chemical  and  radiological  incident  public  health  response 
•         CDC  has  been  assisting  state  and  local  occupational  and  environmental 
health  service  professionals  to:  recognize  threat  sources,  prevent  adverse 
health  outcomes,  implement  comprehensive  assessments  of 
vulnerabilities,  and  apply  the  most  recent  information  for  protecting  the 
health  and  safety  of  emergency  response  personnel,  such  as  respirators 
and  personal  protective  equipment.  CDC  is  also  working  with  state  and 
local  partners,  professional  organizations  and  business  partners,  to 
develop  a  CDC  emergency  operations  plan  for  providing  technical 
assistance  and  emergency  response  coordination  for  state  and  local 
jurisdictions  and  for  preventing,  responding  to,  and  mitigating  public 
health  emergencies. 


Nationwide  system  to  identify,  respond  to,  and  monitor  intentional  chemical 
poisonings  and  radiation  illness 

•         Chemical  poisonings  and  radiation  illnesses  are  not  routinely  reported  to 
public  health  officials,  but  may  be  the  only  warning  of  an  intentional 
chemical  agent  or  radioactive  release.  CDC  has  been  working  to:  create  a 
nationwide  early  warning  system  for  rapidly  identifying,  triaging,  and 
responding  to  these  events  in  a  timely,  effective,  and  integrated  manner; 
develop  standard  protocols  for  identifying  and  responding  to  events  and 
enhancing  communications  among  local,  state,  and  federal  agencies,  and 
other  partners  such  as  the  poison  control  systems;  and  enable  health 
departments  to  monitor  the  extent  of  these  illnesses  and  to  identify  and 
track  potentially  exposed  populations. 


Emergency  communication  for  radiation  and  chemical  events 

•        CDC  has  addressed  communication  challenges  for  bioterrorism 

emergencies  and  begun  to  address  communication  needs  for  radiation  and 
chemical  emergencies.  Information  to  meet  public  concerns  about 
radiation  emergencies  has  been  developed,  tested,  and  posted  on  the  CDC 
Web  site  (http://www.bt.cdc.gov/radiation/index.asp).  Many  identified 
gaps  remain  in  information  for  emergency  responders,  clinicians,  public 
health  agencies,  and  the  public.  CDC  is  continuing  to  work  with  partners 
to  meet  the  emergency  information  needs  of  clinicians,  public  health 
agencies,  emergency  responders,  professional  organizations,  businesses, 
and  the  public  for  chemical  and  radiation  hazards. 
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Public  health  preparedness,  planning  and  readiness  assessment 

•  CDC  has  been  providing  technical  assistance  to  implement 
comprehensive  environmental  service  vulnerability  assessments  and 
operational  improvements  to  equipment  and  processes.  CDC  and  ATSDR 
staff  have  been  developing  emergency  operations  plans  needed  by 
CDC/ ATSDR  to  provide  technical  assistance  and  emergency  response 
coordination  during  planning,  preventing,  responding,  and  mitigating 
public  health  emergencies. 

Critical  FY  2004  Activities 

Consolidated  CDC/ ATSDR  Office  of  Chemical  and  Radiological  Terrorism 

Preparedness  and  Response  (OCRTPR) 

This  proposal  creates  a  consolidated  CDC/ ATSDR  Office  of  Chemical 
and  Radiation  Terrorism  Preparedness  and  Response  (OCRTPR).  The 
OCRTPR  will  provide  leadership,  coordination,  and  accountability  by 
assuring  a  public  health  workforce  that  is  ready  and  responsive  in  the 
event  of  an  intentional  chemical  agent  or  radiation  release.  The  office 
will  manage  and  coordinate  related  activities  in  ATSDR  and  CDC  and 
work  collaboratively  with  federal,  state,  and  local  health  departments,  and 
other  relevant  partners. 

Environmental  Health  Management 

CDC,  in  collaboration  with  ATSDR  and  other  Federal  agencies  proposes 
to  develop  and  implement  Environmental  Health  Management,  an 
initiative  to  improve  the  capacity  of  the  public  health  emergency  response 
system  to  detect  and  remediate  health  hazards  associated  with 
environmental  contamination  due  to  terrorism  and  other  public  health 
emergencies.  So  far,  specific  Environmental  Health  Management  issues 
that  CDC  has  had  a  major  role  in  addressing  are 

Community-based  emergency  response  program 

•  CDC  is  implementing  a  state-of-the-art  Emergency  Preparedness  and 
Response  Assessment  Program  designed  to  assist  and  train  state,  local, 
and  other  federal  health  and  environmental  agencies  to  respond  to 
terrorist  events  and  other  emergencies.  In  partnership  with  other  Federal 
agencies,  the  assessment  will  develop  a  series  of  scenarios,  descriptions 
of  goals  and  objectives,  operational  procedures,  and  other  exercise 
materials.  In  addition,  it  will  run  exercises  or  other  tailored  training 
programs.  Eligible  participants  for  the  exercises  will  be  states  and  local 
health  departments  that  have  completed  the  Community  Based 
Emergency  Response  Program  in  Louisville,  Kentucky,  and  are  prepared 
for  assessment  of  their  response  system. 
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Toxin  and  Radionuclide  Response  Laboratory 

•         The  CDC/NCEH  laboratory  has  been  assigned  a  task  of  developing  a  new 
method  to  measure  botulinum  toxin  in  blood  and  urine.  This  laboratory 
would  also  measure  toxins  such  as  ricin,  saxitoxin,  and  selected  other 
toxins  that  can  be  used  in  a  terrorism  event.  In  addition,  this  laboratory 
would  develop  measurements  for  human  exposure  to  radionuclides  that 
are  likely  to  be  used  in  dirty  bombs. 

Providing  training  and  proficiency  testing  to  state  laboratories 

State  laboratories  need  to  develop  rapid  and  effective  laboratory  response 
capabilities  to  address  chemical  terrorism.  The  outcomes  of  this  project 
are  to  develop  state  capacity  for  the  provision  of  more  rapid  access  to 
clinical  samples  for  measurement,  selected  analytical  capability  at  the 
state  level,  and  surge  capacity  for  CDC  to  respond  to  a  large-scale 
chemical  terrorism  event.  To  help  state  labs  achieve  this  capacity,  CDC 
will  provide  training  at  CDC  for  state  laboratories.  In  addition,  CDC  will 
conduct  proficiency  testing  programs  for  the  states  to  assess  their 
performance  in  measuring  chemical  agents  and  assure  acceptable 
accuracy,  precision,  sensitivity,  and  specificity. 

Mr.  Obey:  Similarly,  please  provide  an  update  on  the  activities  CDC  is 
undertaking  -  and  the  activities  that  CDC  plans  to  undertake  in  FY  2004  -  to  improve 
preparedness  to  deal  with  possible  radiological  or  nuclear  terrorist  incidents  and  threats. 

Dr.  Gerberding:  CDC  has  a  long-established  working  relationship  with  the  states 
on  emergency  response  in  the  event  of  a  nuclear  plant  accident  or  terrorist  event.  CDC 
staff  members  have  coordinated  with  other  federal  agencies  in  planning  and  conducting 
emergency  response  drills  covering  a  variety  of  scenarios,  such  as  detonation  of  a 
nuclear  weapon,  a  terrorist  attack  on  a  nuclear  facility,  or  deliberate  release  of 
radioactive  material.  Since  September  1 1,  2001,  we  have  been  working  on  several 
projects  to  address  the  increased  threat  of  a  radiological  terrorist  event. 

CDC  has  prepared  a  wide  variety  of  information  for  about  the  health  effects  of 
radiation  and  preparedness  for  a  radiological  emergency.  This  information,  including 
facts  sheets  and  brochures  for  the  general  public,  emergency  responders,  physicians,  and 
public  health  officials,  is  available  through  CDC's  web  site 
(http  ://www.bt.cdc.gov/radiation/index.  asp) . 

CDC  has  consulted  with  health  professionals,  primarily  in  emergency  department 
settings,  and  state  and  local  health  department  representatives  to  identify  practical 
strategies  that  hospital  emergency  departments  can  use  for  the  management  of  casualties 
following  a  radiological  incident.  These  strategies  will  provide  the  basis  for  CDC 
guidelines  on  responding  to  a  radiological  incident.  CDC  is  currently  working  to 
improve  hospital  communications  in  the  event  of  a  radiological  emergency. 
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A  CDC/ATSDR  Radiation  Working  Group  prepared  a  report  assessing 
CDC/ATSDR's  preparedness  and  response  roles  and  responsibilities  as  they  relate  to  a 
radiological  terrorist  event  and  to  our  capacity  to  respond  to  a  variety  of  radiation 
terrorist  scenarios.  We  are  working  with  the  Food  and  Drug  Administration  to  address 
concerns  about  the  recommended  potassium  iodide  dosing  that  would  help  protect 
infants  in  the  event  of  an  emergency  involving  radioactive  iodine.  CDC's  radiation 
experts  are  working  with  the  Strategic  National  Stockpile  staff  to  assess  whether 
additional  supplies  are  needed  to  be  prepared  for  a  radiological  emergency. 

CDC  is  assisting  the  Office  of  the  Assistant  Secretary  for  Public  Health 
Emergency  Preparedness  at  HHS  its  Radiation  Terrorism  Concept  of  Operations  Plan 
and  has  participated  in  a  DHHS-wide  exercises  to  prepare  for  a  possible  radiological 
emergency.  We  will  continue  to  participate  in  exercises  in  which  key  federal  and  state 
agencies  respond  to  radiological  and  biological  terrorism  events. 

The  agency  is  also  developing  training  materials  and  programs  to  provide 
support  for  critical  audiences  such  as  emergency  responders  and  health  care/hospital 
personnel  through  mechanisms  such  as  distance  learning,  Internet  interactive  learning 
opportunities,  and  educational  curricula.  DC  has  developed  and  implemented  a  training 
course  entitled  "Radiation  Truth  and  Consequences:  A  Course  for  Clinicians  and 
Scientists"  for  the  Readiness  Force  of  the  U.S.  Public  Health  Service  Commissioned 
Corps. 

In  FY  2004.  Additional  activities  include  the  following: 

Additional  activities  include  the  preparation  of  reference  material  for  Advisory 
Teams  to  use  during  radiological  emergencies.  The  Advisory  Team  was 
established  by  the  Federal  Radiological  Emergency  Response  Plan  (FRERP)  and 
includes  representatives  from  several  federal  agencies.  This  Team  uses 
environmental  and  radiological  measurements  from  the  Federal  Radiological 
Monitoring  and  Assessment  Center  (FRMAC)  and  other  available  sources  to 
support  and  advise  state  and  local  governments  on  protective  action  guides 
(PAGs)  which  are  currently  under  development  for  the  affected  population. 

Mr.  Obey:  Am  I  correct  in  understanding  that  CDC's  laboratory  preparedness 
role  with  respect  to  chemical,  radiological  or  nuclear  terrorism  is  largely  limited  to 
analysis  of  human  clinical  samples?  Which  federal  agencies  currently  have  primary 
responsibility  for  analysis  of  environmental  samples  for  chemical,  radiological  or 
nuclear  agents? 

Dr.  Gerberding:  CDC's  laboratory  role  does  focus  on  clinical  samples  (blood 
and  urine)  to  analyze  for  chemical  and  radiologic  agents  to  determine  what  chemical  or 
radiologic  agents  have  been  used,  who  has  been  exposed,  and  how  much  exposure  they 
have  had.  For  chemical  agents,  FDA  has  primary  responsibility  for  food  sample  analysis 
and  EPA  has  primary  responsibility  for  other  environmental  samples.  Discussions  are 
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ongoing  with  EPA  to  clarify  their  emergency  role  and  coordinate  analyses  across  CDC, 
FDA,  and  EPA  so  that  appropriate  samples  are  obtained  and  laboratories  exchange 
information  on  results  that  could  help  with  analyses. 


Mr.  Obey:  What  is  the  role  of  the  Agency  for  Toxic  Substances  and  Disease 
Registry  (if  any)  in  improving  preparedness  to  deal  with  potential  biological,  chemical, 
radiological  or  nuclear  terrorism? 

Dr.  Gerberding:  ATSDR  is  involved  in  a  coordinated  effort  with  CDC  to 
prepare  to  deal  with  future  terrorist  attacks  -  primarily  those  involved  with  chemical 
terrorism.  Some  of  the  preparedness  areas  where  ATSDR  is  already  working  include: 


Emergency  Operations  Center  -  ATSDR  provides  staff  to  both  CDC  and 
the  Secretary  of  HHS'  Emergency  Operations  Center  to  provide  support 
for  GIS  mapping  capabilities  -  a  critical  tool  for  tracking  events  and 
directing  response  activities  effectively. 

Rapid  Response  Registry  -  ATSDR  has  been  given  the  responsibility  to 
design  and  implement  a  registry  of  all  individuals  exposed  during  a 
terrorist  event.  We  are  developing  the  tools  to  provide  support  to  state 
and  local  public  health  staff  to  identify  and  enroll  all  exposed  and 
potentially  exposed  individuals  as  quickly  as  possible  after  a  terrorist 
incident. 

On-Site  Response  Teams  -  Teams  including  ATSDR  personnel  along 
with  other  CDC  staff  will  enable  us  to  give  on-site  recommendations  on 
the  health  effects  of  toxic  substances  to  first  responders  and  local  health 
officials  -  and  to  give  diagnosis  and  treatment  recommendations  to 
emergency  hospital  personnel  for  exposed  patients. 
Chemical  Information  -  ATSDR  has  widely  distributed  copies  of  its 
"Managing  Hazardous  Materials  Incidents"  to  physicians,  hospitals,  and 
other  health  response  workers.  These  materials  give  guidance  on 
appropriate  protective  measures  for  specific  chemicals,  as  well  as 
providing  diagnosis  and  treatment  advice. 

Surveillance  Systems  -  ATSDR  currently  supports  15  states  to  track 
acute  chemical  releases  into  the  environment  and  the  health  effects 
caused  by  these  releases.  It  is  a  real-time  monitoring  system  that 
provides  data  on  chemical  releases  that  could  signal  a  possible  terrorist 
attack.  We  have  plans  to  expand  that  program  to  cover  additional  states. 
Training  -  ATSDR  participates  in  multiple  preparedness  training 
exercises  each  year. 

Chemical  Antidotes  -  ATSDR  has  been  asked  to  work  within  HHS  and 
with  the  Department  of  State  to  review  potential  new  antidotes  to 
chemicals  that  could  be  used  in  terrorist  attacks. 
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Mr.  Obey:  Please  provide  an  update  on  your  goals  for  development  of  the 
Laboratory  Response  Network,  in  terms  of  measures  such  as  the  number  of  labs 
participating  at  each  level  and  the  capabilities  of  those  labs.  Where  does  the  network 
stand  now  relative  to  those  goals?  What  further  progress  toward  those  goals  do  you  hope 
to  make  in  FY  2003  and  FY  2004? 

Dr.  Gerberding:  LRN  labs  are  currently  described  as  "Sentinel"  labs  (formerly 
Level  A)  which  are  primarily  the  local  hospital  and  diagnostic  laboratories  throughout 
the  country.  There  are  nearly  25,000  of  these  laboratories  that  need  to  be  a  part  of  their 
own  state  laboratory  network  and  the  LRN  has  challenged  each  state  to  develop  a 
method  to  reach  out  and  incorporate  these  laboratories  into  a  documented  state  network. 
"Reference"  laboratories  (formerly  Level  B  and  C)  are  represented  by  1 17  facilities  that 
provide  confirmatory  testing  for  bioterrorism  and  for  other  public  health  emergencies. 
Our  goal  is  to  continue  to  oversee  the  maturity  of  the  LRN  as  more  veterinary,  food, 
environmental,  and  chemical  laboratories  are  added. 

Specifically,  by  FY2004,  CDC  targets: 

•  adding  8  veterinary  laboratories  to  the  LRN 

having  variola-specific  testing  available  in  all  states  with  Biosafety  level 
3  capacity 

doubling  the  capacity  for  botulinum  testing 

introducing  a  dual-level  approach  to  chemistry  testing  in  the  LRN  by  the 
end  of  2004 

•  facilitating  the  addition  of  3  food  testing  laboratories  to  the  LRN 

Today,  the  LRN  consists  of  1 1 7  LRN  reference  laboratories  distributed 
throughout  all  50  states.  There  are  now  50  biosafety  level  3  labs  (BSL-3)  which  include 
state  and  local  labs,  federal  labs,  and  military  labs  located  in  35  states.  Of  these,  33  state 
laboratories  report  being  at  BSL-3  which  is  nearly  three  times  the  number  reported  in 

1999. 

LRN  sites  across  the  country  have  improved  their  facilities  and  increased  their 
capabilities,  illustrated  by  the  number  of  labs  that  can  now  employ  rapid  testing  methods 
for  specific  agents. 

•  Today,  116  LRN  labs  can  perform  confirmatory  tests  for  Bacillus 
anthracis  (anthrax)  using  state-of-the-art  testing  methods  and  platforms, 
none  of  the  state  labs  reported  in  1999  using  PCR  to  isolate  anthrax; 

•  Today,  1 1 0  LRN  labs  can  perform  confirmatory  tests  for  plague  using 
state-of-the-art  testing  methods  and  platforms.  While  more  than  half  of 
the  labs  were  able  to  perform  traditional  isolation  tests  in  1999,  none 
used  PCR. 

Today,  74  LRN  labs  can  perform  rapid  confirmatory  tests  for  vaccina  in 
order  to  differentiate  between  a  true  smallpox  infection  (variola)  and  an 
adverse  reaction  to  the  smallpox  vaccine. 
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•  Today,  109  LRN  labs  can  perform  rapid  confirmatory  tests  for  Francisella 
tularensis  (tularemia). 

•  Today,  22  LRN  labs  can  perform  rapid  confirmatory  tests  for  botulinum 
toxin  (botulism). 

•  Today,  5 1  LRN  labs  can  perform  rapid  confirmatory  testing  for  Brucella. 

Mr.  Obey:  Please  provide  an  update  on  the  National  Laboratory  System 
demonstration  project. 

Dr.  Gerberding:  The  Laboratory  Response  Network  is  charged  with  ensuring 
that  the  nation's  public  health  laboratories  can  test  for  biological  and  chemical  agents 
used  for  terrorism.  The  National  Laboratory  System  Initiative  seeks  to  develop  tailored, 
systematic  approaches  to  improve  communication,  coordination  and  collaboration 
among  federal  laboratories,  state  public  health  laboratories  and  clinical  laboratories  to 
improve  all  public  health  testing. 

CDC  has  funded  four  state  pilot  projects  in  Michigan,  Minnesota,  Nebraska  and 
Washington,  in  which  the  state  public  health  laboratory  has  developed  methods  to 
improve  clinical  laboratory  preparedness,  working  relationships,  and  communications 
between  colleagues  in  the  medical  care  system. 

Mr.  Obey:  Please  provide  an  update  on  progress  made  in  implementing  the 
Health  Alert  Network,  and  indicate  what  further  progress  you  plan  to  make  during  FY 
2003  and  FY  2004. 

Dr.  Gerberding:  The  Health  Alert  Network  Program,  a  component  of  the  Public 
Health  Information  Network,  is  a  joint  local/state/federal  initiative  to  build  a  nationwide 
network  of  strong  public  health  agencies  to  serve  as  the  nation's  frontline  of  defense 
against  terrorism  and  other  public  health  threats.  The  overall  goal  of  the  program  is  to 
strengthen  the  capacity  of  local  health  departments  -  with  state,  federal,  and  private 
partners  -  to  serve  as  an  early  warning  and  response  system  for  the  nation.  The  Health 
Alert  Network  Program  will  help  to  ensure  that  local  health  departments  have  rapid  and 
timely  access  to  emerging  health  information  and  new  knowledge  for  frontline 
professionals  and  can  effectively  use  and  translate  data  and  information  into  effective 
health  action. 

The  Health  Alert  Network  Program  is  being  implemented  in  phases,  designed  to 
meet  the  most  critical  needs  of  local  public  health  departments.  In  the  first  phase,  all  50 
States,  three  large  cities,  Washington,  D.C.  and  eight  territories  received  limited,  initial 
funding  to  strengthen  the  core  infrastructure  for  information  access,  communications, 
and  training  at  the  community  level;  five  local  health  departments  received  increased 
funds  to  develop  innovative  approaches  to  local  preparedness.  In  the  second  phase, 
health  agencies  will  leverage  these  efforts  and  investment  to  create,  translate,  and  share 
new  knowledge,  deliver  "just-in-time  training"  to  health  professionals,  mobilize 
community  partnerships,  and  develop  and  test  new  public  health  practices. 


668 


Currently,  all  states  and  territories  now  participate  in  the  Health  Alert  Network 
Program. 

Three  basic  building  blocks  are  being  completed  nationwide: 

•  Continuous,  high-speed  internet  connectivity  to  support  rapid  information 

access, 

•  Broadcast  capacity  to  support  emergency  communication, 
Distance  learning  infrastructure  to  support  "just-in- time"  training. 

The  Health  Alert  Network  Program  can  now  reach  1  million  recipients 
nationwide  within  minutes.  As  of  April  2003,  CDC  has  used  the  Health  Alert  Network 
Program  to  deliver  134  messages  and  to  train  1.5  million  health  professionals  on  such 
topics  as  SARS  (Severe  Acute  Respiratory  Syndrome),  bioterrorism,  West  Nile  virus, 
patient  safety,  and  smallpox  vaccination. 

State  and  local  health  officials  now  use  the  Health  Alert  Network  Programs 
within  their  jurisdictions  on  an  ongoing  basis  to  supplement  CDC's  messages  and 
training  and  to  provide  additional  information  and  services  customized  for  their 
populations.  The  system  seeks  to  cover  90%  of  the  population  by  FY  2003, 95%  of  the 
population  covered  by  FY  2004,  and  100%  of  the  population  covered  by  FY  2005. 

Mr.  Obey:  Please  provide  an  update  on  progress  made  in  implementing  the 
National  Electronic  Disease  Surveillance  System  (NEDSS),  and  indicate  what  further 
progress  you  plan  to  make  during  FY  2003  and  FY  2004.  Among  other  things,  please 
indicate  the  number  of  states  and  localities  receiving  funding  for  assessment  and 
planning,  or  for  development  of  their  own  systems  meeting  NEDSS  standards,  or  for 
deployment  of  elements  of  NEDSS. 

Dr.  Gerberding:  To  date,  all  states,  six  cities,  and  one  territory  have  received 
awards  to  assess  their  existing  systems  and  to  develop  plans  to  implement 
NEDSS-compatible  systems.  By  sometime  in  2003,  48  states  and  5  cities  will  receive 
funds  to  develop  one  or  more  of  the  NEDSS  architectural  elements  and/or  to  implement 
the  NEDSS  Base  System  (NBS).  In  FY  2004,  CDC  will  continue  to  deploy  NEDSS  to 
the  remaining  states  and  complete  work  on  a  number  of  NEDSS  Modules.  Support  of 
the  system  will  continue  including  corrections,  enhancements,  and  additional  functions. 

Mr.  Obey:  What  is  CDC's  role  in  evaluating  and/or  issuing  standards  for  rapid 
"field  tests"  for  detection  or  identification  of  biological  or  chemical  threat  agents? 

Dr.  Gerberding:  There  are  a  very  large  number  of  potential  chemicals  that  could 
need  detection  methods.  This  mandates  a  large  number  of  standards  and  validated 
procedures.  Prioritization  of  these  chemicals  is  on-going. 

Mr.  Obey:  What  activities  has  CDC  undertaken  in  this  area  and  what  have  been 
the  results? 
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Dr.  Gerberding:  The  criteria  for  evaluating  direct  reading  devices  for  biological, 
gas  and  vapor  agents,  and  for  respirator  break-through  sensors,  are  still  under 
development. 

OCCUPATIONAL  HEALTH 

Mr.  Obey:  What  is  the  role  of  the  NIOSH  (or  other  elements  of  CDC)  in 
evaluating  and/or  issuing  standards  for  personal  protective  equipment  that  could  be  used 
in  responding  to  a  real  or  suspected  terrorist  incident  involving  biological,  chemical, 
radiological,  or  nuclear  threats? 

Dr.  Gerberding:  NIOSH  established  the  National  Personal  Protective 
Technology  Laboratory  (NPPTL)  in  Pittsburgh  to  support  the  long-term  development  of 
standards  and  technologies  to  protect  the  health  and  safety  of  American  workers  who 
rely  on  personal  protective  equipment.  Activities  of  NPPTL  include  the  testing  and 
qualification  of  chemical,  biological,  radiological,  and  nuclear  (CBRN)  respirators  to 
meet  NIOSH  approval  requirements;  audits  of  product  and  manufacturing  site;  and 
enhancements  to  the  NIOSH  respirator  certification  programs  and  laboratories.  Related 
activities  include  respirator  certification,  quality  assurance  audits,  health  hazard 
evaluations,  providing  technical  assistance,  enhancing  laboratory  capabilities  and 
qualifications,  and  coordinating  support  services  among  federal  and  private  sector 
organizations  to  achieve  these  objectives.  Additionally,  NIOSH  supports 
counter-terrorism  and  national  preparedness  by  working  to  expeditiously  incorporate 
technological  advancements  into  national  consensus  standards. 

In  addition  to  NIOSH's  work  developing  upgraded  standards,  user  guidelines  and 
certification  programs  for  a  number  of  CBRN  respirator  types  (e.g.  powered 
air-purifying  respirators,  escape  hoods,  combination  supptied-air/air-purifying 
respirators,  etc.),  NIOSH  also  is  actively  pursuing  research  related  to  effectiveness  of 
fit-testing  methods  for  various  respirator  classes,  particulate  filter  efficiency  degradation 
assessments,  decontamination  studies  of  impacts  on  protective  capacities  of  gloves, 
service  life  indicators  for  clothing  and  respirator  cartridges,  and  chemical  hazards 
classifications,  all  necessary  to  develop  appropriate  standards  to  protect  emergency 
responders. 

Mr.  Obey:  What  activities  has  CDC  undertaken  in  this  area  and  what  have  been 
the  results? 

Dr.  Gerberding:  In  December  2001,  CDC  finalized  a  respirator  certification 
standard  for  full  facepiece  self-contained  (compressed  air)  breathing  apparatus  (SCBA) 
for  use  against  CBRN  agents.  Since  then,  twelve  CDC-approved  models  of  CBRN 
SCBA  (identified  under  nine  CDC  approval  numbers)  have  become  available  to 
responders  for  use  in  counter-terrorism  response.  Recognizing  that  many  responders 
already  have  older  SCBA  units  that  do  not  meet  the  new  standards,  CDC  developed  and 
implemented  a  program  for  manufacturers  so  that  they  can  upgrade  existing  equipment 
to  meet  the  new  CBRN  approval  standards.  Additional  approval  applications  continue 
to  be  processed,  and  approval  of  additional  models  is  progressing. 
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In  March  2003,  CDC  finalized  a  respirator  certification  standard  for  full 
facepiece  air  purifying  (gas  mask)  respirators  (APR)  for  use  against  CBRN  agents.  CDC 
expects  issuance  of  approvals  for  conforming  models  to  begin  in  the  Fall  of  2003.  CDC 
is  continuing  to  develop  standards  for  other  types  of  respirators  on  a  priority  basis  and  is 
developing  a  respirator  certification  standard  for  CBRN  escape  respirators  as  the  next 
priority. 

Additional  CDC  activities  in  evaluating  and/or  issuing  standards  for  personal 
protective  equipment  for  use  in  responding  to  terrorist  incidents  include  the  following: 

CDC  is  collaborating  with  the  U.S.Army  Soldier,  Biological,  Chemical 
Command  on  a  program  to:  develop  guidelines  for  the  selection,  use, 
maintenance,  care  and  decontamination  of  CBRN  certified  respirator;  and  to 
identify  alternatives  for  chemical  warfare  agents  to  be  used  for  design, 
manufacture  and  research  in  the  area  of  CBRN  respirator  technologies. 

CDC  representatives  are  active  participants  in  the  standards  setting  process  of  the 
National  Fire  Protection  Association  (NFPA)  which  is  involved  with  responder 
issues  relative  to  personal  protective  equipment.  CDC  is  conducting  a  project  to 
evaluate  Health  and  Safety  Guidelines  for  Emergency  Workers:  Post-Structural 
Collapse  Hazards.  The  project  is  being  conducted  in  conjunction  with  other 
federal  agencies  and  interested  stakeholders. 

Mr.  Obey:  Roughly  how  much  did  CDC  spend  on  these  activities  in  FY  2002, 
and  how  much  do  you  anticipate  spending  in  FY  2003  and  FY  2004? 

Dr.  Gerberding:  CDC  spent  $9.1  million  of  its  base  occupational  safety  and 
health  dollars  on  these  efforts  in  FY02  and  estimates  spending  $8.8  million  in  FY03  and 
$8.8  million  in  FY04. 

In  FY02,  as  a  result  of  the  World  Trade  Center  (WTC)  and  anthrax  emergencies, 
CDC  was  allocated  approximately  $2.2  million  in  FY02  and  $1.2  million  in  FY03  for 
standards  development  activities.  CDC  will  request  funding  at  the  same  level  in  FY  04 
($1.2  million).  In  September  2002,  CDC  received  a  one-time  allocation,  also  related  to 
the  WTC  and  anthrax  emergencies,  to  support  standards  development  for  CBRN 
respirators  and  related  activities.  The  funds  were  appropriated  as  "no  year"  dollars  and 
we  estimate  that  $4.5  million  will  be  spent  in  FY03  and  $2.7  million  will  be  spent  in 
FY04. 

The  following  provides  a  summary  of  the  total  dollars  described  above: 

FY02:  $11.3  million 
FY03:  $14.5  million 
FY04:  $12.7  million 
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Mr.  Obey:  Of  the  amounts  appropriated  for  the  HRSA  Hospital  Preparedness 
program  in  FY  2002  and  FY  2003  and  requested  for  FY  2004,  what  portion  was 
distributed  (or  will  be  distributed)  to  states  and  localities  under  the  basic  cooperative 
agreements  and  what  portion  will  be  used  for  other  purposes  (such  as  technical 
assistance  and  evaluations)?  Please  also  indicate  the  nature  of  any  uses  of  these  funds 
apart  from  distribution  under  the  cooperative  agreements. 

Dr.  Duke:  Out  of  a  total  of  $135  million  available  in  FY  2002,  $125.1  million 
(93%)  was  allocated  to  cooperative  agreements  to  states,  cities  and  territories.  The 
remainder  was  budgeted  for  program  operating  expenses  ($1.4  million  or  1%),  contracts 
to  technical  assistance  and  professional  organizations  in  support  of  state  and  local 
activities  ($3.5  million  or  2.6%),  research  efforts  through  an  interagency  agreement  with 
AHRQ  ($3  million  or  2.2%),  and  evaluation  of  bioterrorism  preparedness  at  the  hospital 
level  ($2  million  or  1.5%). 

Out  of  a  total  of  $514.6  million  available  in  FY  2003,  $498  million  (96.8%)  will 
be  allocated  to  cooperative  agreements.  The  remainder  is  tentatively  budgeted  for 
program  operating  expenses  ($1.8  million  or  0.3%),  contracts  to  technical  assistance  and 
professional  organizations  in  support  of  state  and  local  activities  ($2.15  million  or 
0.4%),  contracts  to  develop  a  national  incident  command  system,  a  national  hospital 
syndromic  surveillance  system,  and  training  activities  ($1.85  million  or  0.4%),  and 
general  program  evaluation  ($10.8  million  or  2.1%).  Proposed  funding  for  FY  2004  will 
follow  a  similar  pattern. 

Mr.  Obey:  What  specific  formula  was  used  to  allocate  funds  among  the  various 
states,  territories,  and  large  cities  under  the  HRSA  Hospital  Preparedness  program  in  FY 
2002? 

Dr.  Duke:  All  states,  Puerto  Rico,  New  York  City,  Chicago  and  Los  Angeles 
County  received  a  base  amount  of  $250,000  (Washington,  DC  received  a  base  amount 
of  $500,000)  plus  an  amount  based  on  their  population  divided  by  the  national 
population.  The  Virgin  Islands,  Guam,  the  Northern  Marianas  and  American  Samoa 
each  received  $150,000  without  an  additional  population-based  amount. 

Mr.  Obey:  Do  you  anticipate  changing  that  formula  (or  the  dollar  amounts  used 
in  the  formula)  in  FY  2003  and/or  FY  2004?  If  so,  how? 

Dr.  Duke:  In  FY  2003,  the  baseline  amount  for  all  jurisdictions  other  than 
Washington,  DC  and  the  four  territories  will  be  $1,000,000.  The  baseline  for 
Washington,  DC  will  be  $2,000,000.  The  four  territories  and  the  three  new  grantees 
(Palau,  Micronesia  and  the  Marshall  Islands)  will  each  receive  a  $500,000  base.  All 
jurisdictions  will  now  receive  a  population-based  amount  in  addition. 

Mr.  Obey:  What  do  you  consider  to  be  the  specific  provisions  of  authorizing  law 
governing  or  guiding  the  allocation  and  use  of  the  funds  under  the  HRSA  Hospital 
Preparedness  program? 
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Dr.  Duke:  The  Public  Health  Security  and  Bioterrorism  Preparedness  and 
Response  Act  of 2002  (Public  Law  107-188)  authorizes  Section  319-C  of  the  Public 
Health  Service  Act  (42  U.S.C.  201  et  seq.),  which  supports  activities  related  to 
countering  potential  terrorist  threats  to  civilian  populations.  Funding  was  provided 
under  the  2003  Consolidated  Appropriations  Resolution  (Public  Law  1 08-7). 

Mr.  Obey:  What  benchmarks  has  the  Department  of  HHS  set  for  assessing  the 
adequacy  of  hospital  preparedness  to  respond  to  a  terrorist  incident,  other  mass  casualty 
event,  or  major  epidemic? 

Dr.  Duke:  For  the  FY  2002  program  guidance,  HRSA  included  three  critical 
benchmarks.  These  focused  on  assuring  program  direction,  establishing  a  Hospital 
Preparedness  Planning  Committee,  and  developing  Regional  Hospital  Plans  to  deal  with 
a  potential  epidemic  involving  at  least  500  patients  in  each  State  or  region.  HRSA  is 
currently  preparing  the  guidance  for  the  FY  2003  Hospital  Preparedness  Program. 
Provided  below  are  examples  of  the  types  of  benchmarks  that  we  expect  to  include. 

Establish  a  system  that  allows  the  triage,  treatment  and  disposition  of  at 
least  500  adult  and  pediatric  patients  per  1,000,000  population  with  acute 
illness  or  trauma  requiring  hospitalization  from  a  biological,  chemical, 
radiological  or  explosive  terrorist  incident. 

•  Upgrade  or  maintain  airborne  infectious  disease  isolation  capacity  to 
have  at  least  one  negative  pressure,  HEPA-flltered  isolation  facility  per 
awardee,  to  be  placed  in  accord  with  the  findings  of  the  awardee's  needs 
assessments.  Such  facilities  must  be  able  to  support  the  initial  evaluation 
and  treatment  of  10  patients  at  a  time  having  a  clinical  contagious 
syndrome  suggestive  of  smallpox,  plague  or  hemorrhagic  fever,  prior  to 
movement  to  a  definitive  isolation  facility. 

•  Establish  a  response  system  that  allows  the  immediate  deployment  of  100 
or  more  extra  health  care  personnel  per  1,000,000  population  in  urban 
areas,  and  50  or  more  health  care  personnel  per  1 ,000,000  of  population 
in  rural  areas. 

Develop  a  system  that  allows  the  credentialing  and  supervision  of 
clinicians  not  normally  working  in  facilities  responding  to  a  terrorist 
incident. 

•  Establish  a  response  system  that  allows  the  triage,  treatment  and 
disposition  of  10,000  asymptomatic  adult  and  pediatric  patients  per 
1 ,000,000  population  with  exposure  to  an  infectious  disease  or 
radiological  source  requiring  medication  prophylaxis  or  immunization 
within  the  first  four  days  of  a  terrorist  incident. 
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Ensure  adequate  personal  protective  equipment  to  protect  1 00  or  more 
extra  personnel  per  1,000,000  of  population  in  urban  areas,  and  50  or 
more  personnel  per  1,000,000  of  population  in  rural  areas,  during  a 
biological,  chemical  or  radiological  threat. 

•  Ensure  that  adequate  portable  or  fixed  decontamination  systems  exist  for 
managing  500  patients  and  health  care  workers  per  million  population, 
who  have  been  exposed  to  biological,  chemical  or  radiological  threats. 

Establish  a  system  that  allows  the  provision  of  short  and  long-term 
mental  health  services  to  5,000  adult  and  pediatric  clients  and  health  care 
workers  per  1,000,000  population  exposed  to  a  biological  chemical, 
radiological  or  explosive  terrorist  incident. 

Develop  a  mutual  aid  plan  for  upgrading  and  deploying  EMS  units  in 
jurisdictions  they  do  not  normally  cover,  in  response  to  a  mass  casualty 
incident  due  to  terrorism.  This  plan  must  ensure  the  capability  of 
providing  EMS  coverage  for  at  least  500  patients  per  million  of 
population  per  day. 

•  Implement  a  hospital  laboratory  program  that  is  coordinated  with 
currently  funded  CDC  laboratory  capacity  efforts,  and  which  provides 
rapid  and  effective  hospital  laboratory  services  responding  to  terrorism 
and  other  public  health  emergencies. 

•  Enhance  the  capability  of  rural  and  urban  hospitals,  clinics,  emergency 
medical  services  systems  and  poison  control  centers  to  report  syndromic 
and  diagnostic  data  that  is  suggestive  of  terrorism  to  their  associated  local 
and  state  health  departments  on  a  24-hour-a-day,  7-day-a-week  basis. 

•  As  part  of  a  written  evaluation  strategy  of  the  awardee's  program, 
conduct  at  least  one  bioterrorism  disaster  exercise  in  the  jurisdiction 
during  FY  2003  that  covers  a  large-scale  epidemic  scenario. 

Mr.  Obey:  What  is  your  estimate  of  the  current  state  of  preparedness  relative  to 
those  benchmarks? 

Dr.  Duke:  The  program  has  collected  data  from  information  provided  by 
grantees  in  their  2002  applications  and  their  November  2002  semi-annual  report.  The 
significant  findings  are  summarized  below: 

Regional  Hospital  Plans 

59%  of  grantees  reportedly  have  planned  for  a  potential  epidemic 
involving  at  least  500  patients  in  the  State  or  region. 
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•  75%  of  the  grantees  included  a  timeline  that  describes  the  approach  to 
development  and  implementation  of  the  regional  hospital  plan  for  large- 
scale  epidemics  in  their  application. 

•  58%  of  plans  describe  increasing  hospital  bed  capacity  to  accommodate 
increases  in  admissions  from  an  infectious  disease  epidemic  over  an 
extended  period  of  time. 

Medications  and  Vaccines 

•  95%  of  plans  describe  the  State  health  department  readiness  plan  for 
immediate  receipt  and  distribution  of  antibiotics  and  smallpox  vaccines 
made  available  from  Federal  sources. 

Communications 

•  72%  of  plans  address  gaps  in  the  communications  systems  among 
hospital  emergency  departments,  outpatient  facilities,  EMS  systems  and 
State  and  local  emergency  management,  public  health  and  law 
enforcement  agencies,  as  they  relate  to  bioterrorism  response. 

Personal  Protection,  Quarantine,  and  Decontamination 

•  56%  of  plans  describe  how  existing  decontamination  systems  will  be 
upgraded  to  allow  for  large  numbers  of  patients  exposed  to  particulate 
infectious  material  from  an  airborne  or  environmental  release  (such  as 
fixed  hospital  units,  portable  units,  or  Disaster  Medical  Assistance  Teams 
(DMATs)  capable  of  mobile  decontamination). 

Evaluation  efforts  are  currently  being  undertaken  to  more  fully  answer  these 
questions.  One  is  a  hospital  preparedness  survey  being  developed  by  the  Agency  for 
Healthcare  Research  and  Quality  (AHRQ),  under  an  intra-agency  agreement  with 
HRSA.  This  will  be  designed  to  be  used  in  subsequent  cooperative  agreement 
applications.  Additional  evaluation  tools  are  under  development 

COUNTERMEASURES  AGAINST  BIOTERRORISM 

Mr.  Obey:  How  do  you  envision  the  process  of  development  of  vaccines, 
therapeutics  and  other  countermeasures  against  bioterrorism  proceeding  from  concept  to 
production  and  approval  or  licensing?  In  particular,  what  do  you  see  as  the  role  of  NTH 
at  the  various  stages  of  this  process  and  what  do  you  see  as  the  role  of  the  private  sector? 
How  does  this  differ  from  the  usual  process  of  development  of  new  drugs  or  vaccines? 

Dr.  Fauci:  The  pathway  from  idea  to  final  product  for  all  products,  whether  it  be 
for  countermeasures  against  bioterrorism  or  a  naturally  occurring  disease,  is  equally 
complex.  The  optimal  scientific  approach  to  identifying  the  best  drug  and  vaccine 
candidates  must  be  based  on  laboratory  studies.  Testing  must  be  performed  in 
appropriate  animal  models  to  document  safety  and  appropriate  protective  or  treatment 
response,  and  to  help  determine  dosing.  Human  studies  must  be  carefully  initiated  to 
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assure  the  basic  safety  of  the  product,  and  therf  appropriate  dosing  and  response  must  be 
determined  based  on  measurements  of  levels  of  drug  or  antibody  predicted  to  have  a 
protective  effect.  Steps  must  be  taken  to  assure  that  the  materials  used  to  make  the 
countermeasures  — and  the  final  product  itself—  can  be  manufactured  safely,  free  of 
contaminants,  and  with  reproducible  and  predictable  purity,  potency,  and  composition. 
Careful  trials  in  humans,  or  where  not  possible,  animal  models,  must  be  performed  to 
show  that  the  product  is  safe  and  effective  for  the  types  of  populations  which  might 
receive  it  and  against  the  methods  of  infection  or  exposure  that  could  be  encountered. 
All  of  these  steps  require  careful  planning,  experience,  and  ongoing  management  and 
scientific  evaluation. 

The  process  of  moving  from  concept  to  production  and  licensing  for  the 
development  of  vaccines,  therapeutics  and  other  countermeasures  against  bioterrorism  is 
a  public  and  private  partnership.  Investment  by  the  private  sector  in  the  development  of 
biodefense  products  is  essential  but  remains  limited.  The  interaction  of  industry  or  non- 
profit organizations  with  the  government  is  strongly  encouraged  to  quickly  transition 
candidate  products  through  pre-clinical  development  and  clinical  testing  and 
commercialization. 

Traditionally,  NTH  plays  a  large  role  in  the  early  stages  of  product  development, 
including  basic  biology  and  target  identification.  As  the  process  moves  through  pre- 
clinical development,  NIH  often  works  with  private  sector  partners,  with  the  idea  that 
ultimately  the  private  sector  partner  will  become  responsible  for  the  final  stages  of 
development  and  testing.  For  biodefense,  NIH  has  developed  funding  mechanisms  that 
provide  support  for  projects  as  they  move  through  later  stages  of  product  development, 
including  product  validation,  scale-up,  and  Phase  I  and/or  Phase  II  clinical  trials. 

One  important  difference  is  the  lack  of  a  guaranteed  commercial  market  for  some 
of  the  preventions  or  treatments  that  are  being  developed  for  countermeasures  for 
potential  agents  of  terrorism,  and  hence  the  lack  of  corporate-initiated  interest.  NIH  has 
developed  several  mechanisms  to  help  support  product  development  in  these  areas 
through  cost  sharing  of  product  development  with  industry.  This  fiscal  year,  NTH 
announced  several  initiatives  to  encourage  partnerships  with  private  industry,  including 
ABiodefense  Partnerships®  and  ACooperative  Research  for  the  Development  of 
Vaccines,  Adjuvants,  Therapeutics,  Immunotherapeutics,  and  Diagnostics  for 
Biodefense.@  NTH  has  also  awarded  contracts  to  companies  to  further  the  development 
of  anthrax  and  smallpox  vaccines. 

Costs  to  develop  and  manufacture  high  quality  biological  products  and  perform 
and  evaluate  the  needed  animal  and  human  studies  are  high.  Grants  and  contract 
mechanisms  may  not  always  be  sufficient  or  attract  the  most  experienced  manufacturers. 
Manufacturing  capacity  for  biological  products,  particularly  for  vaccines,  is  not 
substantial.  For  all  these  reasons,  the  best  possible  support  and  public-private 
partnerships  and  teamwork  are  essential. 
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Mr.  Obey:  What  process  has  been  followed  (as  far  as  the  roles  of  the  various 
participants)  in  developing  the  next  generation  anthrax  vaccine  that  NIH  has  been 
working  on?  To  what  extent  would  you  consider  this  a  model  for  development  of  other 
bioterrorism  countermeasures? 

Dr.  Fauci:  For  the  past  four  years,  NIH  and  U.S.  Army  Medical  Research 
Institute  of  Infectious  Diseases  (USAMRHD)  have  been  working  closely  on  the 
development  and  pre-clinical  testing  of  a  recombinant  protective  antigen  (rPA)  vaccine 
for  anthrax.  NTH  supports  USAMRHD  research  efforts  for  this  lead  vaccine  candidate 
through  an  Inter-agency  agreement.  It  is  anticipated  that  Phase  I/TI  clinical  trials  of  the 
USAMRHD  rPA  vaccine  will  begin  soon.  These  clinical  trials  will  be  conducted 
through  NIAID's  Vaccine  and  Treatment  Evaluation  Unit  contracts. 

In  addition,  NIH  has  awarded  contracts  to  two  companies,  Avecia  and  Vaxgen 
Inc.,  to  accelerate  the  development  of  second  generation  anthrax  rPA  vaccines.  The 
companies'  challenge  will  be  to  take  this  experimental  vaccine  strategy  through  several 
stages  of  development,  including  manufacturing  pilot  lots  of  the  vaccine,  testing  for 
safety  in  laboratory  and  clinical  trials,  testing  for  efficacy  in  animals,  and  preparing  and 
submitting  all  necessary  Food  and  Drug  Administration  (FDA)  applications.  Each 
company  will  also  submit  a  feasibility  plan  to  manufacture,  test,  secure  FDA  approval 
for,  and  deliver  to  the  government  up  to  25  million  doses  of  its  vaccine. 

NIH  also  funds  multiple  grants  that  focus  on  the  development  of  novel  anthrax 
vaccines  and  vaccine  delivery  systems.  The  research  conducted  through  these  grants  will 
contribute  to  the  development  of  improved  anthrax  vaccine  strategies  for  the  future. 

The  development  of  next  generation  anthrax  vaccines  is  a  model  in  that  NIH  has 
dedicated  resources  and  expertise,  and  has  partnered  with  other  government  agencies 
and  the  private  sector  as  necessary  to  pursue  and  accelerate  the  development  of  an 
important  bioterrorism  counter-measure.  One  key  distinction  is  that  a  candidate  was 
available  for  rapidly  moving  forward  with  development.  For  other  agents,  more  basic 
research  may  be  needed  to  identify  potential  candidates. 

ANTHRAX  VACCINE 

Mr.  Obey:  Does  NIH  intend  to  use  any  funds  for  procurement  of  anthrax  vaccine 
during  FY  2003  or  during  FY  2004? 

Dr.  Fauci:  The  NIH  has  accelerated  efforts  in  FY  2003  towards  the  identification 
and  development  of  multiple  "recombinant  protective  antigen"  (rPA)  candidate  Anthrax 
vaccines,  in  accordance  with  the  Bush  Administration's  strategy  against  bioterrorism. 
We  expect  to  have  developed  IND  material  in  early  2004. 
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EXTRAMURAL  FACILITIES  CONSTRUCTION 

Mr.  Obey:  How  many  extramural  facilities  construction  grants  for  bioterrorism 
preparedness  do  you  expect  to  award  in  FY  2003  and  what  do  you  expect  will  be  the 
total  amount  of  funding  provided?  How  many  facilities  of  various  types  are  these  grants 
expected  to  support? 

Dr.  Fauci:  In  FY  2003,  NIAID  expects  to  make  two  National  Biocontainment 
Laboratory  (NBL)  awards  and  between  three  to  six  Regional  Biocontainment  Laboratory 
(RBL)  awards.  The  NBL  awards  are  each  expected  to  be  for  $100-150  million  dollars 
and  the  RBL  awards  are  each  expected  to  be  between  $25  to  40  million  dollars,  for  a 
total  of  approximately  $372  million  dollars  in  construction  awards. 

Mr.  Obey:  Do  you  anticipate  providing  an  extramural  facilities  construction 
grant  to  each  of  the  new  extramural  Centers  of  Excellence  for  Biodefense  and  Emerging 
Infectious  Diseases? 

Dr.  Fauci:  The  Regional  Centers  of  Excellence  for  Biodefense  and  Emerging 
Infectious  Diseases  (RCEs)  and  the  NBLs  and  RBLs  are  designed  to  be  complementary 
and  part  of  a  nationwide  network  of  biodefense  research  infrastructure. 

Mr.  Obey:  Why  are  no  funds  requested  for  additional  bioterrorism-related 
extramural  facilities  grants  in  FY  2004?  Do  you  believe  that  FY  2003  funding  will  be 
sufficient  to  meet  the  needs  for  assistance  with  construction  of  the  BSL-3  and  BSL-4 
laboratories  needed  for  the  greatly  expanded  research  programs  envisioned  in  the  NIH 
budget? 

Dr.  Fauci:  The  NTH  strategic  plan  for  biodefense  provided  funding  for  the  first 
phase  of  construction  in  fiscal,  years  2003  and  2004.  However,  the  research  community 
has  responded  quicker  and  more  broadly  than  anyone  expected  to  the  challenge  of 
building  these  specialized,  high-containment  labs  which  are  necessary  to  conduct 
research  on  these  pathogens.  Due  to  the  urgent  need  to  rapidly  build  and  make  available 
these  specialized  research  labs  to  extramural  scientists,  we  decided  to  take  advantage  of 
this  emerging  opportunity  and  to  accelerate  the  construction  process  by  funding  the 
entire  first  phase  in  FY  2003.  The  amount  of  funds  originally  identified  for  the 
construction  of  the  specialized  extramural  labs  in  the  biodefense  long-range  plan  for  FY 
2004  will  now  be  used  to  fund  research  deferred  from  FY  2003,  thus  providing  a 
balanced  approach  to  addressing  both  construction  and  research  needs  for  biodefense  in 
the  first  two  years  of  the  ramp-up. 

We  believe  that  the  extramural  construction  budget  contained  in  the  FY  2003 
Amended  President's  Budget  is  sufficient  to  meet  the  initial  requirements.  The  budgets 
in  FY  2003  and  2004  provide  for  a  balanced  approach  to  address  both  construction  and 
research  needs. 
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Mr.  Obey:  How  are  decisions  being  made  about  allocation  of  research  resources 
among  the  various  biological  agents  that  could  be  used  for  bioterrorism?  To  what  extent 
are  these  decisions  driven  by  the  subject  matter  chosen  by  applicants  for  investigator- 
initiated  research  grants  and  the  results  of  the  peer  review  process,  and  to  what  extent  is 
NTH  trying  to  direct  research  efforts  toward  particular  areas  and  stimulate  proposals 
involving  specific  agents? 

Dr.  Fauci:  Since  the  fall  of  2001,  the  NIH  has  moved  quickly  to  accelerate  basic 
and  clinical  research  related  to  the  prevention,  diagnosis  and  treatment  of  diseases 
caused  by  potential  agents  of  bioterrorism.  In  fiscal  year  2002,  these  efforts  focused  on 
the  "Category  A"  agents,  including  the  pathogens  that  cause  anthrax,  smallpox,  plague, 
botulism,  tularemia,  and  viral  hemorrhagic  fevers.  NTH  developed  a  Strategic  Plan  for 
Biodefense  Research,  as  well  as  a  detailed  Biodefense  Research  Agenda  for  CDC 
Category  A  Agents,  with  short-,  intermediate-,  and  long-term  goals.  As  part  of  the 
strategic  planning  process,  NIH  brought  together  many  of  the  Nation's  top  experts  for  a 
Blue  Ribbon  Panel  on  Bioterrorism  and  its  Implications  for  Medical  Research  to  assess 
the  current  state  of  research  related  to  bioterrorism  and  make  recommendations 
regarding  priorities  and  implementation.  The  Strategic  Plan  and  Research  Agenda  stress 
two  over-arching  and  complementary  components:  basic  research  into  agents  with 
bioterrorism  potential  and  the  specific  and  non-specific  host  defense  mechanisms 
against  those  agents;  and  applied  research  with  pre-determined  milestones  for  the 
development  of  new  or  improved  diagnostics,  vaccines  and  therapies 

In  October  2003,  NIH  convened  another  Blue  Ribbon  panel  of  experts  to  provide 
objective  recommendations  on  NIH's  research  agenda  for  Category  B  and  C  priority 
pathogens,  including  short-,  intermediate-,  and  long-term  goals  for  research  on  this 
expanded  list  of  pathogens. 

To  ensure  the  quality  of  the  research,  applications  for  support  from  the  NIH  go 
through  the  traditional  two-tiered  peer  review  process.  Applications  are  evaluated 
initially  by  peer  review  groups  composed  of  scientists  from  the  extramural  research 
community.  The  objective  of  the  initial  peer  review  is  to  evaluate  and  rate  the  scientific 
and  technical  merit  of  the  proposed  research  or  research  training.  The  second  level  of 
peer  review  is  carried  out  by  the  NIH  National  Advisory  Councils.  Composed  of 
scientists  from  the  extramural  research  community  and  public  representatives,  these 
Councils  make  funding  recommendations  based  both  on  scientific  merit  and  on  the 
relevance  of  the  proposed  study  to  the  Institute=s  programs  and  priorities. 

A  primary  objective  of  NIH' s  biodefense  research  program  is  to  attract  the  long- 
term  interest  and  support  of  industry  and  academia  in  the  efforts  needed  to  develop 
effective  bioterrorism  countermeasures.  Due  to  the  recent  increased  emphasis  on 
biodefense  research,  NIH  has  developed  several  Requests  for  Applications  (RFAs)  and 
Requests  for  Proposals  (RFPs)  during  the  past  two  years  with  set  aside  dollars  to  attract 
scientists  to  this  area  of  research.  In  2002  and  2003,  NIAID  developed  a  total  of  52 
biodefense  initiatives  to  stimulate  research;  36  are  new  initiatives  and  16  are  significant 
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expansions.  During  this  same  time  period,  NIAID  has  seen  a  30  percent  increase  in  the 
number  of  grant  applications  —  the  vast  majority  of  these  are  in  response  to  our 
biodefense  initiatives. 

In  Fiscal  Year  2002,  several  NIAID  initiatives  encouraged  industry  partnerships 
and  focused  on  the  development  of  new  diagnostics,  vaccines  and  therapeutics  for  CDC 
Category  A  agents.  These  types  of  research  initiatives  have  been  well  received.  As  a 
result,  NIAID  has  expanded  and  reissued  many  of  these  collaborative  efforts  in  Fiscal 
Year  2003,  and  we  plan  to  do  the  same  in  Fiscal  Year  2004.  In  addition,  the  new 
initiatives  have  been  broadened  to  address  NIAID=s  Category  B  and  C  Priority 
Pathogens  and  are  responsive  to  the  recommendations  included  in  our  Category  B  and  C 
research  agenda. 

Most  of  this  expansion  has  been  pursued  through  RFAs,  which  require  scientists 
to  initiate  the  development  of  grant  applications  that  are  then  submitted  through  the 
traditional  peer  review  process.  While  the  RFAs,  in  general,  broadly  define  the 
parameters  of  requested  research,  -investigators  have  considerable  leeway  in  designing 
the  scope  and  approach  of  their  investigation.  For  circumstances  that  require  the 
development  of  very  specific  products,  NIAID  has  issued  RFPs,  which  outline  the 
specific  tasks  to  be  completed  and  are  awarded  as  contracts.  Some  examples  of  recent 
biodefense  RFPs  include  ADevelopment  and  Testing  of  Vaccines  Against  Anthrax@ 
and  ADevelopment  and  Testing  of  a  Modified  Vaccinia  Ankara  (MVA)  Vaccine.@ 

Mr.  Obey:  More  generally,  to  what  extent  does  NIH  plan  to  rely  on  investigator- 
initiated  research  project  grants  in  its  bioterrorism  research  programs  and  to  what  extent 
does  NIH  plan  to  solicit  proposals  in  particular  subject  areas  or  rely  on  research  and 
development  contracts?  How  does  this  differ  from  the  general  NIH  portfolio? 

Dr.  Fauci:  Investigator-initiated  research  has  and  will  continue  to  be  the 
foundation  of  research  at  NIAID.  However,  because  of  the  public  health  importance, 
and  the  unique  issues  related  to  rapid  development  of  countermeasures  to  protect  the 
public,  biodefense  is  not  business  as  usual.  Therefore,  in  addition  to  maintaining  our 
strong  commitment  to  high  quality  investigator-initiated  research,  NIAID  has  increased 
the  use  of  directed  research  and  development  contracts  to  fund  advanced  development  of 
biodefense  products.  These  contracts  include  milestones  and  performance  measures. 
Important  examples  of  product  development  contracts  include  "Development  and 
Testing  of  Vaccines  Against  Anthrax"  and  "Development  and  Testing  of  a  Modified 
Vaccinia  Ankara  (MVA)  Vaccine." 

Proportionally,  the  NIH  as  a  whole  allocates  less  money  for  contracts  than 
NIAID.  NIAID 's  proportionally  larger  allocation  is  in  large  part  due  to  the  fact  that 
biodefense  contract  dollars  are  supporting  expansion  of  clinical  trial  infrastructure  to 
enable  studies  of  the  next  generation  biodefense  vaccines  and  therapeutic  agents,  to 
establish  repositories  for  biodefense  diagnostics  and  drug  reagents,  to  develop  animal 
models,  to  support  specialized  studies,  and  to  establish  and  expand  a  library  of  databases 


680 


containing  genomic  sequences  and  proteomic  analyses  of  pathogens  that  are  potential 
bioterror  agents.  In  addition,  the  research  project  grant  pool  comprises  a  somewhat 
smaller  proportion  of  NIAID's  budget  than  NIH  as  a  whole.  However,  this  is  really  an 
aberrancy  peculiar  to  this  year,  since  NIAID  usually  has  a  much  greater  proportion  of  its 
budget  in  research  project  grants. 

Mr.  Obey:  What  work  is  NIH  undertaking  or  planning  that  is  aimed  at 
improving  countermeasures  against  chemical,  rather  than  biological,  threat  agents? 

Dr.  Fauci:  NIH  has  recognized  that  biological  threats  are  not  the  only  terrorist 
threats  facing  this  nation.  In  March  2003,  NIAID  convened  an  expert  group  of  scientists 
to  determine  where  scientific  gaps  existed  that  were  critical  in  the  development  of 
chemical  countermeasures.  It  was  recognized  that  the  chemical  dangers  involved  both 
chemical  warfare  agents  and  industrial  chemicals,  and  that  many  of  the  countermeasures 
that  had  been  developed  by  the  military  had  limited  applicability  in  the  civilian  setting. 
Civilian  research  needs  and  products  that  could  be  adapted  and  studied  for  use  in 
broader  populations  were  discussed. 

An  effort  is  currently  underway  to  have  NIH  engage  in  research  that  will  address 
the  nation's  needs.  Such  areas  include  the  development  of  anticonvulsants  and  new 
antidotes  against  nerve  agents  and  improvements  in  therapeutic  interventions  against 
vesicating  blister  agents  and  pulmonary  choking  agents.  In  addition,  a  basic 
understanding  of  mechanisms  of  action  and  the  host  response  to  specific  agents  is 
critical  for  developing  effective  antidotes  and  therapeutics. 

Mr.  Obey:  Finally,  I'd  like  to  ask  about  the  "BioShield"  proposal.  According  to 
the  Administration's  proposed  legislation,  in  order  for  a  countermeasure  to  be  eligible 
for  funding  under  the  BioShield  program  it  must  have  been  approved  or  licensed  by  the 
FDA,  or  the  Secretary  of  HHS  must  determine  "that  sufficient  and  satisfactory  clinical 
experience  or  research  data  ...  support  a  reasonable  conclusion  that  the  product  will 
qualify  for  approval  or  licensing  as  such  a  countermeasure  within  five  years".  Doesn't 
this  require  considerable  research,  development  and  testing  to  have  already  been 
completed  on  a  possible  new  drug  or  vaccine  before  a  BioShield  contract  can  even  be 
signed?  Do  you  believe  that  private  firms  will  undertake  this  work  before  they  have  a 
BioShield  contract  in  hand?  Or  do  you  envision  funding  being  provided  by  NIH  or 
another  government  agency  for  the  work  needed  to  bring  a  product  to  the  point  where  it 
becomes  eligible  for  Bioshield? 

Dr.  Fauci:  Yes;  the  need  to  show  that  new  drugs  and  vaccines  are  both  safe  and 
effective  remains  paramount  under  Project  BioShield,  as  it  has  been  proposed.  In  the 
interest  of  national  security  and  public  health,  it  is  essential  that  the  Department,  through 
FDA,  engage  in  the  process  as  early  as  possible  with  sponsors  and  organizations  that  are 
developing  the  therapeutics,  vaccines,  and  rapid  diagnostics.  The  Department  will 
maintain  a  proactive  role  to  help  ensure  that  the  products  are  developed  as  efficiently  as 
possible. 
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We  hope  that  will  be  the  case.  Working  with  the  Department,  CDC,  and  NIH, 
FDA  has  already  identified  several  products  that  would  likely  qualify  as 
counter-measures  and  is  meeting  with  sponsors  to  help  foster  the  successful  development 
of  such  products.  The  research  and  development  support  for  such  countermeasures, 
provided  by  NIAID,  should  also  help  to  encourage  corporate  interest. 

NIH  currently  has  many  mechanisms  in  place  for  assisting  companies  with 
product  development,  and  we  intend  to  keep  working  with  companies  to  help  them  bring 
new  products  to  the  market.  For  example,  NIAID  awarded  six  Partnership  Grants  in 
fiscal  year  2002  to  support  collaborative  partnerships  between  government,  academia, 
and  the  private  sector  to  develop  novel  biodefense  products.  The  fiscal  year  2003 
Biodefense  Partnerships  Initiative  continues  this  important  work  by  supporting  all 
phases  of  development  of  a  candidate  product  or  platform  technology,  including  but  not 
limited  to  early  validation,  pre-clinical  stages,  scale-up,  production,  regulatory 
requirements,  and,  where  appropriate,  clinical  or  field  evaluation.  NIAID  also  is 
supporting  the  Cooperative  Research  for  the  Development  of  Vaccines,  Adjuvants, 
Therapeutics,  Immunotherapeutics,  and  Diagnostics  for  Biodefense  program.  Research 
conducted  through  this  program  may  fall  anywhere  along  a  broad  spectrum  of  activities, 
from  target  identification,  design  of  compounds,  validation  and  testing,  production 
scale-up  and  validation,  through  advanced  preclinical  evaluation.  NIAID  plans  to  renew 
this  initiative  in  the  near  future.  In  addition,  the  NIH  Small  Business  Biodefense 
Program  allows  for  expanded  duration  and  dollar  amounts  for  Small  Business 
Innovation  Research  (SBIR)  and  Small  Business  Technology  Transfer  (STTR) 
applications  with  a  biodefense  research  focus.  NIAID  is  also  working  to  expand 
research  resources.  All  of  these  initiatives  will  continue  to  help  companies  develop  new 
products  that  may  eventually  be  eligible  for  purchase  under  Project  BioShield. 
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PUBLIC  HEALTH  SYSTEM 

Mrs.  Lowey:  The  public  health  system  cannot  work  unless  there  are  enough 
trained  professionals  to  deal  with  these  issues.  The  anthrax  outbreak  in  New  York  City 
provides  a  perfect  example  of  how  far  our  system  is  currently  stretched.  Tens  of 
thousands  of  scared  New  Yorkers  flooded  into  emergency  rooms,  doctors'  offices, 
community  health  centers,  even  police  and  fire  stations,  to  be  tested  for  anthrax 
exposure.  The  New  York  City  and  State  public  health  laboratories  were  so  swamped 
with  items  to  be  tested  that  lab  workers  slept  at  the  lab  for  a  week.  Clearly,  we  will  need 
more  qualified  and  trained  personnel  available  to  deal  with  a  large  outbreak. 

Yet,  the  Administration's  budget  calls  for  a  $297.5  million  cut  in  health 
professions  programs,  which  helps  to  recruit  and  train  nurses  and  allied  health 
professionals.  The  corresponding  $41 .8  million  increase  for  the  National  Health  Service 
Corps  is  simply  not  enough  to  make  up  for  this  cut.  There  is  also  a  nursing  shortage  in 
the  United  States  that  shows  no  sign  of  abating.  We  are  short  on  lab  technicians  and 
other  medical  personnel.  Can  you  explain  to  the  subcommittee  how  hospitals  and  public 
health  officials  will  be  able  to  deal  with  a  bioterrorism  event  with  a  shortage  of  trained 
personnel? 

Dr.  Duke:  The  Bioterrorism  Training  and  Curriculum  Development  Program, 
funded  at  $28  million  in  FY  2003  and  proposed  for  $60  million  in  the  President's 
FY  2004  budget,  will  equip  a  workforce  of  healthcare  professionals  to  address  the 
medical  consequences  of  bioterrorism  and  other  public  health  emergency  preparedness 
and  response  issues.  In  this  context,  "other  public  health  emergencies"  includes  other 
forms  of  terrorism  (such  as  use  of  chemical,  explosive,  incendiary,  or  nuclear  agents 
against  the  civilian  population)  as  well  as  natural  disasters  and  catastrophic  accidents. 
Specifically,  the  goal  of  this  program  is  the  development  of  a  healthcare  workforce  that 
possesses  the  knowledge,  skills  and  abilities  to:  (1)  recognize  indications  of  a  terrorist 
event;  (2)  meet  the  acute  care  needs  of  patients,  including  pediatric  and  other  vulnerable 
populations,  in  a  safe  and  appropriate  manner;  (3)  participate  in  a  coordinated, 
multidisciplinary  response  to  terrorist  events  and  other  public  health  emergencies;  and 
(4)  rapidly  and  effectively  alert  the  public  health  system  of  such  an  event  at  the 
community,  state,  and  national  level.  This  training  focuses  on  two  populations  of 
providers:  (a)  the  practicing  providers  thorough  continuing  education;  and  (b)  those  in 
training  programs  through  curricular  enhancement.  Within  the  first  year  of  this  program 
38,000  providers  are  targeted  for  training  including  allied  health,  nursing,  medicine, 
nurse  practitioners,  physician  assistants,  dentists,  pharmacists,  mental  health  providers 
and  others  such  as  EMS  personnel  and  veterinarians. 

Mrs.  Lowey:  Under  the  Public  Health  Security  and  Bioterrorism  Preparedness 
and  Response  Act,  the  Secretary  of  Health  and  Human  Services  has  the  authority  to 
designate  high  risk  areas  and  give  priority  to  these  areas  when  distributing  bioterrorist 
preparedness  funding  based.  As  you  know,  New  York  City  is  considered  the  number  one 
terrorist  target  and  is  mentioned  in  approximately  80%  of  the  tips  received  by 
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intelligence  sources.  Given  NYC's  vulnerability  to  a  terrorist  attack,  unique  size  and 
population  density,  and  large  underserved  population,  has  HHS  considered  assigning 
New  York  City  a  special  designation?  When  will  HHS  be  making  these  decisions? 

Mr.  Hauer:  The  Public  Health  Security  and  Bioterrorism  Preparedness  and 
Response  Act,  PL  107-188,  passed  June  12,  2002,  states  in  Sec.  319C-l.(b)(l)(a)(B)(i) 
that  the  Secretary  may  make  awards  to  such  entities  as  "a  political  subdivision  of  a  State 
or  a  consortium  of  2  or  more  such  subdivisions"  provided  that  they  prepare  and  submit 
an  application  and  information  in  such  a  manner  as  the  Secretary  requires  and  that  it  is  in 
coordination  with  and  consistent  with  applicable  Statewide  plans.  Additionally,  under 
Sec.  319C-1.  (j)(4)(A),  the  Secretary  can  award  up  to  three  political  subdivisions  that 
"have  a  substantial  number  of  residents,  have  a  substantial  local  infrastructure  for 
responding  to  public  health  emergencies,  and  face  a  high  degree  of  risk  from  bioterrorist 
attacks  or  other  public  health  emergencies."  Based  on  these  provisions,  HHS  deemed 
New  York  City  eligible  for  direct  bioterrorism  preparedness  funding.  In  FY  2002 
New  York  City  received  its  own  cooperative  agreement  award  from  both  CDC  and 
HRSA  and  will  be  likewise  funded  in  FY  2003. 

HHS  recognizes  that  New  York  City  has  suffered  from  acts  of  terrorism,  similar 
to  Washington,  DC  and  Oklahoma  City,  and  has  a  high  risk  profile.  Consequently, 
along  with  Chicago  and  Los  Angeles  County,  its  award  is  based  on  the  same  funding 
formula  as  that  used  to  compute  allocations  for  the  states.  This  decision  by  the  Secretary 
of  Health  and  Human  Services  demonstrates  our  commitment  to  provide  additional 
assistance  to  New  York  City. 

For  FY03,  New  York  City  has  been  allocated  $33,740,099.  Eighty  percent  of  the 
remaining  awardees  received  allocations  smaller  than  that  of  New  York  City.  A  funding 
chart  may  be  found  on  the  HHS  website  at 
http;//www.hhs.pov/news/press/2003pres/20Q30320.html. 

Mrs.  Lowey:  The  Public  Health  Security  and  Bioterrorism  Preparedness  and 
Response  Act  also  recommended  that  an  official  Federal  Internet  site  on  bioterrorism  be 
established.  I  realize  the  Centers  for  Disease  Control,  Department  of  Homeland  Security, 
and  others  have  timely,  accurate,  and  relevant  emergency  preparedness  information  on 
their  web  pages,  but  has  one  specific  site  been  posted  to  provide  this  information  to  the 
public? 

Mr.  Hauer:  The  Department  of  Health  and  Human  Services  (HHS)  and  the 
Department  of  Homeland  Security  (DHS)  have  signed  a  Memorandum  of  Agreement 
(MO A)  that  includes,  among  other  things,  the  development  of  a  common  portal  through 
which  States  and  other  jurisdictions  can  access  information  on  various  federal  programs 
on  preparedness  for  and  response  to  bioterrorism  and  other  public  health  emergencies. 
This  portal,  to  be  developed  in  collaboration  with  other  federal  agencies  as  well,  is 
intended  to  provide  an  easily  accessible  website  for  the  public  that  provides  information 
on  the  entire  range  of  relevant  activities  supported  or  conducted  by  the  Federal 
government. 
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SMALLPOX  VACCINATION 

Ms.  DeLauro:  I  want  to  ask  a  question  about  the  effort  to  vaccinate  emergency 
personnel  against  smallpox.  As  you  know,  my  state  of  Connecticut  was  the  first  state  to 
implement  the  smallpox  vaccination  plan,  but  has  found  that  many  doctors  and  nurses 
have  refused  the  vaccination  due  to  their  concerns  about  a  lack  of  compensation  should 
they  experience  any  adverse  side  effects.  I  think  these  fears  were  in  part  vindicated  by 
the  CDC's  announcement  that  no  one  with  a  history  of  heart  disease  should  receive  the 
smallpox  vaccination  ~  an  announcement  that  came  after  seven  vaccine  recipients  got 
very  ill,  one  is  on  life  support,  and  another  actually  passed  away.  As  you  know  the 
House  was  to  consider  legislation  on  the  issue  of  compensation  today,  however  we  could 
not  reach  an  agreement  and  the  bill  was  pulled.  Hopefully  we  will  take  action  soon  to 
make  sure  these  people  and  their  families  receive  adequate  compensation  for  what  is  in 
effect  a  workplace-related  injury.  Can  you  update  us  on  how  the  vaccination  plan  is 
proceeding? 

Dr.  Gerberding:  The  goal  of  smallpox  preparedness  is  to  ensure  federal,  state, 
and  local  health  agencies  have  optimal  capacity  to  respond  to  a  smallpox  outbreak.  In 
FY  2003,  CDC  issued  smallpox  preparedness  program  guidance  for  those  states  and 
other  jurisdictions  receiving  funds  through  CDC's  bioterrorism  cooperative  agreement, 
for  both  post-event  (or  post- attack)  and  pre-event  preparedness  activities.  In  addition, 
CDC  has  been  working  with  the  IOM  to  help  advise  us  on  implementation.  The  pre- 
event  activities  focused  on  implementing  the  smallpox  civilian  vaccination  program.  As 
of  April  18,  2003,  33,644  public  health  and  health  care  workers  have  received  smallpox 
vaccine  through  this  program.  One  thousand  seven  hundred  ninety-three  hospitals,  36% 
of  the  nation's  acute  care  hospitals,  have  had  at  least  one  staff  member  vaccinated. 

Ms.  DeLauro:  Should  we  be  worried  that  so  few  people  have  elected  to  receive 
the  vaccination? 

Dr.  Gerberding:  The  smallpox  vaccination  program  is  part  of  overall 
preparedness  for  a  smallpox  outbreak.  As  the  program  has  evolved,  fewer  persons  have 
been  vaccinated  than  some  expected  because  states  and  local  areas  have  better  defined 
their  measures  of  preparedness  to  manage  a  smallpox  outbreak.  CDC  will  be  publishing 
the  lessons  learned  from  the  more  successful  areas  in  the  MM WR  and  will  issue 
guidance  for  states  and  local  areas  receiving  preparedness  funds  that  will  further  define 
preparedness  measures  for  a  smallpox  outbreak. 

Ms.  DeLauro:  Can  you  assure  people  that  the  vaccine  is  truly  safe? 

Dr.  Gerberding:  Smallpox  vaccine  is  very  safe  for  the  vast  majority  of  people 
receiving  it.  These  vaccinees  may  suffer  local  pain,  swollen  lymph  nodes,  fever,  or 
other  mild  symptoms.  CDC  expected  that  a  small  number  of  persons  would  suffer  from 
serious  or  life-threatening  adverse  events  that  had  been  previously  associated  with  the 
vaccine,  with  a  range  of  14  to  52  per  million  persons  vaccinated  for  the  first  time. 
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Two  issues  have  surfaced  related  to  the  recently  identified  cardiac  events  after 
vaccination: 

Myo-pericarditis  (or  inflammation  of  the  heart  and/or  the  sac  lining  it)  was  not 
clearly  associated  with  the  current  vaccine  in  the  past,  though  it  had  been 
associated  with  other  countries'  smallpox  vaccines.  There  are  no  risk  factors  that 
one  can  use  to  identify  persons  likely  to  develop  this  syndrome.  To  date,  seven 
persons  with  this  condition  have  been  identified  following  vaccination  in  the 
civilian  program,  and  all  are  doing  well. 

The  ischemic  heart  illnesses  (angina  and  myocardial  infarction,  or  heart  attack) 
have  never  been  proven  to  be  associated  with  smallpox  vaccine.  The  rate  of 
death  from  heart  attack  in  the  vaccinated  persons  to  date  is  no  different  than  that 
expected  rate  in  unvaccinated  persons.  CDC  is  working  aggressively  to  study  the 
association  to  see  if  the  vaccine  may  have  caused  or  precipitated  any  of  these 
illnesses  or  deaths.  As  a  precaution,  CDC  has  recommended  restricting  use  of 
the  smallpox  vaccine  to  persons  without  heart  disease  and/or  risk  factors  for 
heart  attack. 

Ms.  DeLauro:  Dr.  Gerberding,  as  you  know,  CDC  and  the  states  have 
encountered  significant  challenges  in  implementing  the  Smallpox  Vaccination  Program. 
A  central  issue  is  the  fear  on  the  part  of  many  members  of  the  public,  including  health 
care  workers,  that  the  risk  of  side  effects  from  the  vaccine  is  not  worth  the  risk 
considering  the  lack  of  an  imminent  threat  of  a  smallpox  outbreak.  This  is  an  example  of 
how  people's  desire  for  as  much  information  as  possible  about  the  risks  and  benefits  of 
inoculation  against  bioterror  threats  will  help  determine  the  success  of  these  programs. 

I  understand  that  there  are  advanced  technologies  available  that  can  use  genomic 
information  to  develop  diagnostics  that  may  provide  more  of  that  information  to 
individuals.  For  example,  there  is  a  bio-tech  company  in  my  district  -  Genaissance 
Pharmaceuticals  --  that  utilizes  a  diagnostic  to  identify  those  individuals  who  should 
either  avoid  vaccination  or  receive  lower  doses  of  the  vaccine  because  they  develop 
immunity  readily  when  inoculated.  I  would  assume  that  successful  diagnostics  would  be 
an  aid  to  the  Smallpox  Vaccination  Program  and  future  anti-bioterrorism  vaccination 
programs,  is  that  correct?  Is  there  an  office  or  division  at  CDC  who  would  be 
responsible  for  considering  such  technologies? 

Dr.  Gerberding:  It  is  possible  that  improved  diagnostics  might  certainly  aid  this 
and  other  activities.  The  Food  and  Drug  Administration's  Center  for  Devices  and 
Radiological  Health  has  responsibility  for  guaranteeing  the  safety  and  reliability  of 
diagnostic  tools. 
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FOOD  SAFETY/BIOTERRORISM 

Ms.  DeLauro:  A  couple  of  weeks  ago,  Secretary  Ridge  announced  the  creation 
of  Operation  Liberty  Shield,  apian  to  increase  security  for  the  homeland.  Along  with  a 
variety  of  other  efforts,  the  Secretary  mentioned  food  safety  as  part  of  this  plan. 
Specifically,  he  mentioned  that  there  will  be  "greater  inspection  of  imported  food"  and 
that  food  security  will  be  part  of  this  coordinated,  national  plan.  Is  FDA  part  of 
Operation  Liberty  Shield?  How  are  you  contributing  to  the  plan? 

Dr.  McClellan:  Operation  Liberty  Shield  is  a  comprehensive  national  plan 
designed  to  increase  protections  for  America's  citizens  and  infrastructure  while 
maintaining  the  free  flow  of  goods  and  people  across  our  border  with  minimal  disruption 
to  our  economy  and  way  of  life.  The  Department  of  Health  and  Human  Services  has 
many  critical  roles  in  this  multi-department,  multi-agency,  national  team  effort. 

With  responsibility  for  the  safety  and  security  of  80  percent  of  the  nation's  food 
supply,  the  Food  and  Drug  Administration  has  initiated  the  following  new  activities: 
working  with  the  food  industry  to  reduce  threats  —  FDA  has  issued  new  industry 
guidance  on  security  measures,  and  has  encouraged  specific  additional  industry  security 
measures  in  response  to  the  increased  threat  level;  increased  surveillance  of  the  domestic 
food  industry  -  FDA  has  increased  facility  inspections  and  product  sampling;  increased 
monitoring  of  imported  foods  -  FDA  has  increased  examinations  and  sampling  of 
imported  foods;  and,  enhanced  collaboration  with  other  government  agencies  ~  FDA 
has  increased  its  joint  activities  with  Federal,  state,  and  local  partners  to  help  ensure  a 
safe  and  secure  food  supply,  including  work  with  CDC  to  ensure  that  outbreaks  of 
illness  or  unusual  patterns  of  illness  or  injury  are  quickly  investigated. 
FDA's  new  Liberty  Shield  initiatives  build  on  HHS  Secretary  Thompson's  leadership 
on  food  security,  including:  developing  new  regulations  and  guidance  documents  to 
enhance  import  security  and  contain  outbreaks  of  foodborne  illness;  hiring  over  800  new 
inspectors  and  field  personnel;  building  greater  laboratory  testing  and  response 
capabilities;  and  using  intelligence  information  to  help  guide  food  security  activities. 

The  guidance  documents  developed  as  part  of  the  government-wide  Liberty 
Shield  initiative  cover  each  segment  of  food  and  cosmetic  operations,  focusing  on 
practical  steps  that  will  improve  safety  and  security.  Two  of  the  guidances  are  revised 
final  documents,  and  two  are  proposed  guidances.  The  final  documents  will  help 
operators  of  food  establishments,  such  as  firms  that  produce,  process,  store,  repack,  re- 
label, distribute,  or  transport  food  or  food  ingredients,  and  operators  of  food  importing 
establishments,  storage  warehouses,  and  customs  brokers  identify  preventive  measures 
improve  the  security  of  their  operations.  The  proposed  guidances  cover  food  stores  and 
food  service  establishments  such  as  bakeries,  bars,  cafeterias,  commissaries, 
convenience  stores,  fairs,  grocery  stores,  food  service  for  airlines  and  trains,  restaurants, 
and  vending  machine  operators  as  well  as  cosmetic  establishments.  They  also  identify 
preventive  measures  that  operators  can  to  minimize  the  security  risks  to  their  products. 
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FDA's  guidance  documents  are  not  regulations  and  are  not  mandatory.  They  set 
forth  voluntary  recommendations  from  FDA.  They  do  not  create  or  confer  any  rights  for, 
or  on,  any  person  and  do  not  operate  to  bind  FDA  or  the  public.  FDA  has  found  that 
developing  guidance  is  the  fastest  way  to  get  these  types  of  recommendations  to  the 
industry,  while  allowing  greater  flexibility  to  alter  recommendations  as  science  and 
intelligence  information  changes.  In  matters  such  as  these,  industry  generally  follows 
FDA's  recommendations. 

Ms.  DeLauro:  My  understanding  is  that  FDA  currently  is  only  able  to  inspect  a 
little  over  1  %  of  imported  foods,  even  with  the  additional  inspectors  you  received  from 
the  FY  2002  supplemental.  What  percentage  of  food  imports  are  you  able  to  inspect?  Do 
you  have  the  necessary  resources  to  protect  the  public  health?  How  will  you  comply 
with  Secretary  Ridge's  call  to  have  greater  inspection  of  imported  foods? 

Dr.  McClellan:  Ensuring  the  safety  of  imported  foods  is  a  priority  of  the  highest 
magnitude.  However,  FDA  is  reaching  its  resource  capacity  to  handle  this  demand,  both 
in  terms  of  funding  and  human  capital.  With  the  FY  2002  supplemental,  FDA  was  able 
to  hire  and  train  over  800  field  personnel  including  investigators  for  border  locations 
where  FDA  receives  significant  amounts  of  regulatory  products.  The  Agency  is 
currently  evaluating  the  public  health  consequences,  or  risk,  of  product-agent-activity 
combinations  associated  with  tampering  and/or  terrorist  activity.  The  evaluation  of  this 
information  will  be  used  allocate  resources  to  minimize  risk  to  the  U.S.  public. 

The  information  will  be  used  to  reassess  priorities  for:  domestic  and  foreign 
inspections;  inspection  coverage  of  importers;  and,  import  sampling  and/or  field 
examinations.  FDA  plans  to  share  this  information,  to  the  extent  appropriate,  with  state 
and  foreign  governments  and  industry,  and  is  also  assessing  our  ability  to  respond  to 
high-risk  product-agent  scenarios.  This  includes  a  review  of  our  current  scientific 
capabilities  that  may  be  available  for  extramural  sources  such  as  academia  and  the 
Department  of  Defense,  and  evaluating  the  final  report  from  Battelle  entitled  "Food  and 
Cosmetics,  Chemical,  Biological,  and  Radiological  Threat  Assessment". 

FDA  participates  in  a  variety  of  activities  intended  to  promote  the  safety  of  foods 
imported  into  the  U.S.  The  Agency  has  developed  and  is  implementing  new  strategies 
for  imported  foods  and  cosmetics  to  complement  FDA's  traditional  enforcement 
approaches.  These  new  approaches  are  based  on  cooperative  efforts  with  governments 
and  industries  in  producing  countries  to  achieve  a  higher  level  of  protection  for  U.S. 
consumers  and  to  prevent  safety  problems  at  their  source.  In  the  field  FDA  is 
increasing:  import  filer  evaluations  to  ensure  integrity  of  importers  and  import  entry 
data,  collection  of  samples  for  laboratory  analysis,  physical  examinations  of  imported 
products  to  ensure  safety;  the  Electronic  Laboratory  Exchange  Network  -  or 
eLEXNET-  to  provide  better  nationwide  access  to  information  on  food  pathogens  and 
select  agents;  and,  the  food  labs  to  CDC  Laboratory  Response  Network  to  analyze  food 
samples  for  select  agents  if  there  is  a  food  terrorism  event.  FDA  has  also  developed  a 
risk-based  statistical  model  in  concert  with  other  Department  of  Health  and  Human 
Service  operating  divisions  to  determine  the  appropriate  frequency  and  level  of 
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inspectorial  coverage  for  imported  products.  This  model  takes  a  "life  cycle"  approach, 
utilizing  information  such  as  Operational  and  Administrative  System  for  Import 
Support-  or  OASIS-  data,  post-market  surveillance  information,  the  results  of  foreign 
good  manufacturing  practices  inspections,  physical  exams,  sample  analysis,  and 
information  gathered  from  other  governmental  authorities. 

Further,  international  food  safety,  quality  and  labeling  standards  have  been 
developed  through  international  consensus  within  the  Codex  Alimentarius  Commission. 
These  standards  have  become  more  numerous  and  their  use  as  benchmark  standards  for 
foods  moving  in  international  trade  is  now  recognized  specifically  by  the  trade 
agreements.  FDA  continues  to  play,  a  major  role  in  ensuring  that  these  international 
standards  are  based  on  sound  scientific  principles  and  are  protective  of  the  health  of 
American  consumers.  FDA's  active  participation  in  the  international  arena  has  had  and 
continues  to  have  a  very  positive  impact  on  the  ability  of  FDA  to  protect  the  health  of 
American  consumers.  FDA's  regulatory  and  scientific  expertise  has  been  instrumental  in 
enhancing  the  strength  of  international  standards  for  foods  and  cosmetics  and  in 
improving  the  foreign  regulatory  systems  that  oversee  the  production  and  safety  of 
products  exported  to  the  United  States. 

Ms.  Delauro:  With  the  creation  of  Operation  Liberty  Shield,  has  there  been  any 
discussion  about  looking  at  the  possibility  of  creating  a  single  food  agency?  With  the 
threat  of  a  bioterrorist  attack  on  our  food  supply,  do  you  think  it's  time  we  looked  at 
consolidating  our  food  safety  system  into  one  agency? 

Dr.  McClellan:  There  has  been  some  criticism  about  the  fragmentation  of  the 
federal  food  safety  system.  Some  have  even  suggested  the  creation  of  a  single  food 
agency  at  the  federal  level.  It  is  clear,  however,  that  organizational  reform  will  not  alone 
solve  the  problems  and  that  fundamental  change  is  not  possible  without  a  major  re-write 
of  our  nation's  existing  food  safety  laws.  This  Administration  has  determined  that  we 
can  best  move  forward  at  this  time  by  working  collaboratively  and  effectively  to  protect 
the  safety  of  the  food  supply.  Because  the  Department  of  Health  and  Human  Services, 
or  DHHS,  has  the  largest  responsibility  for  food  safety,  roughly  80%  of  foods  produced, 
at  the  federal  level,  our  strategy  concentrates  on  what  this  Department  can  do  to  ensure 
that  consumers  have  access  to  a  safe  and  wholesome  food  supply. 

A  successful  food  safety  system  must  be  built  on  a  foundation  of  strong  science. 
New  and  more  deadly  pathogens  and  toxins,  chemicals  and  other  hazards  are  entering 
the  food  supply,  and  new  technology  for  production  and  processing  methods  may  pose 
new  and  major  challenges  to  DHHS's  ability  to  protect  public  health.  This  Department 
must  be  able  to  keep  pace.  A  strong  science  base  will  serve  to  fortify  all  aspects  of  the 
food  safety  programs. 

DHHS  must  be  able  to  identify  the  highest  risks  to  the  food  supply  by  collecting 
data  on  foodborne  illness,  as  well  as  potential  hazards  to  the  food  supply  such  as 
pathogens  and  toxins.  New  foods  -  both  domestic  and  imported,  new  eating  habits,  and 
new  production  technologies  make  this  a  difficult  task. 
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The  potential  hazards  to  the  food  supply  are  varied.  FDA  has  made  progress  on 
establishing  prevention  standards  for  the  riskiest  products,  such  as  infant  formula, 
seafood,  low  acid  canned  foods,  fresh  fruits  and  vegetables,  eggs,  and  juice.  However, 
additional  prevention,  good  manufacturing  and  other  standards  are  needed  to  protect 
new  food  products  and  emerging  hazards  in  foods  from  farm  to  table.  FDA  must  be 
vigilant  through  inspections  and  testing  to  assure  US  consumers  are  protected.  DHHS 
must  continue  to  educate  and  inform  consumers,  industry,  States,  foreign  food  safety 
officials  of  foodborne  hazards  and  the  means  to  protect  their  families  and  or  products. 
DHHS  has  made  significant  progress  in  food  safety  awareness,  through:  public/private 
partnerships,  target  campaigns  to  at-risk  populations;  and,  training  and  technical 
assistance  -  but  much  more  can  and  should  be  done.  US  consumer  awareness  is  an 
integral  part  of  reducing  foodborne  illness. 

SEVERE  ACUTE  RESPIRATORY  SYNDROME  (SARS) 

Ms.  DeLauro:  Dr.  Gerberding,  thank  you  for  updating  us  on  your  response  to 
Severe  Acute  Respiratory  Syndrome  (SARS).  I  want  to  commend  you  and  your  entire 
organization  for  the  work  you  have  done  in  responding  to  this  worldwide  epidemic.  As 
has  already  been  noted,  your  response  to  this  outbreak  is  very  similar  to  what  your 
response  would  be  to  a  bioterrorist  outbreak.  I  recognize  that  your  response  to  SARS  is 
ongoing,  but  can  you  tell  us  what  lessons  you  have  learned  thus  far,  which  we  can  use  to 
be  better  prepared  for  a  bioterrorist  event? 

Dr.  Gerberding:  Some  of  the  lessons  learned  in  the  current  outbreak  of  Severe 
Acute  Respiratory  Syndrome  (SARS)  that  can  be  applied  to  bioterrorism  preparedness 
include: 

•  Isolation  procedures  can  be  implemented.  CDC  has  provided  isolation 
and  infection  control  guidelines  to  health  care  workers,  SARS  patients 
and  their  close' contacts,  schools,  workplaces,  and  others.  CDC  would 
respond  similarly  in  a  bioterrorism  event. 

•  Appropriate  and  timely  risk  communication  allays  public  fears  and 
prevents  public  panic.  An  informed  public  is  more  likely  to  cooperate 
with  necessary  public  health  measures  when  they  understand  the  reasons 
for  implementation  of  the  measures. 

•  Adjusting  staffing  levels  to  maximize  Agency  response  while  minimizing 
fatigue  and  burnout  by  rotating  team  members  and  leaders  during  the 
response  as  appropriate. 

Using  CDC's  Laboratory  Response  Network  (LRN)  to  disseminate 
diagnostic  reagents  as  soon  as  they  are  standardized  and  available. 
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•  Fine-tuning  our  approach  to  contact  tracing  for  airplane  exposures  within 
the  current  smallpox  plan.  During  the  SARS  investigation,  CDC  has 
faced  a  daunting  challenge  of  trying  to  track  lists  of  passengers 
potentially  exposed  to  SARS. 

Not  only  will  many  of  the  lessons  learned  from  the  SARS  outbreak  assist  in 
planning  for  bioterrorism  preparedness,  but  many  of  the  systems  already  in  place  to 
respond  to  a  bioterrorist  attack  have  proved  useful  in  responding  to  SARS.  These 
measures  include 

•  Activation  of  CDC's  new  Emergency  Operations  Center  (EOC)  has 
maximized  CDC's  response  to  the  epidemic. 

Deployment  of  trained  Emergency  Response  Teams  to  assist  in  the 
international  investigation. 

•  Channels  of  communication  set  up  for  terrorism  are  facilitating  the  rapid 
dissemination  of  up-to-date  information  on  SARS. 

Ms.  DeLauro:  I  know  you've  worked  hand-in-hand  with  the  World  Health 
Organization  (WHO)  in  this  response.  Do  you  have  any  kind  of  agreement  that  would 
ensure  that  kind  of  cooperation  in  the  even  of  a  bioterrorist  attack? 

Dr.  Gerberding:  The  Centers  for  Disease  Control  and  Prevention  (CDC)  and 
WHO  have  a  long-standing  history  of  cooperation  and  collaboration  in  addressing  new 
and  emerging  threats  to  the  health  of  the  world's  population.  In  April  2000,  WHO 
formalized  its  partnership  with  CDC  and  other  international  health  organizations  by 
creating  its  Global  Outbreak  Alert  and  Response  Network  (GOARN),  which  includes 
more  than  1 10  institutions  and  networks  involved  in  detecting  and  responding  to 
significant  disease  outbreaks.  In  2001 ,  the  World  Health  Assembly  adopted  the 
resolution  "Global  Health  Security:  Epidemic  Alert  and  Response"  which  formally 
recognized  the  collaboration  between  WHO  and  its  technical  partners  in  the  area  of 
epidemic  alert  and  response,  to  both  naturally  occurring  and  intentionally  caused 
outbreaks.  In  this  context,  CDC  has  participated  in  many  WHO  international  teams 
responding  to  disease  outbreaks.  Not  infrequently,  the  cause  is  unknown  during  the 
initial  stages  of  the  investigation,  e.g.  SARS,  or  the  epidemiology  does  not  conform  to 
the  usual  pattern  for  a  given  disease.  An  intentionally  caused  outbreak  would  likely  fit 
this  pattern.  Therefore,  should  there  be  a  bioterrorism  attack,  whether  recognized  or  not 
as  such  from  the  outset,  CDC  personnel  would  be  integral  parts  of  the  WHO  teams 
responding  to  the  event. 

FEDERAL  RESPONSE 

Ms.  DeLauro:  How  would  the  Department  of  Homeland  Security  be  involved  in 
response  to  a  bioterrorist  event  -  can  you  describe  your  coordination  with  them?  Who 
would  be  at  the  top  of  the  chain  of  command  in  that  case? 
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Mr.  Hauer:  When  the  federal  government  encounters  a  real  or  apparent 
bioterrorism  incident,  the  Secretary  of  Health  and  Human  Services  is  responsible  for 
directing  the  initial  response  while  keeping  the  Secretary  of  Homeland  Security  and  the 
Attorney  General,  among  others,  apprised  of  developments.  Under  certain 
circumstances,  as  described  in  Homeland  Security  Presidential  Directive  #5  (see  below), 
the  Secretary  of  Homeland  Security  may  assume  the  lead  responsibility  for  directing  the 
federal  government's  response. 

Bioterrorism,  like  virtually  all  other  forms  of  terrorism,  begins  as  a  local  event. 
Therefore,  the  initial  leadership  for  response  rests  with  local  and  state  public  health 
officials.  Because  a  bioterrorist  event  is  likely  to  manifest  itself  as  an  outbreak  of 
infectious  disease,  physicians  who  encounter  the  first  patients  may  have  no  basis  to 
determine,  much  less  suspect,  that  the  disease  is  of  anything  other  than  natural  origin. 
However,  when  physicians  see  either  unusual  symptoms  in  their  patients  or  an 
uncommonly  large  number  of  patients  with  otherwise  common  symptoms,  they  typically 
report  their  observations  to  local  public  health  authorities. 

Based  on  physicians'  case  reports,  local  or  state  public  health  officials  may  have 
reason  to  suspect  that  a  bioterrorism  event  is  underway.  If  so,  they  typically  alert  the 
Centers  for  Disease  Control  and  Prevention  (CDC),  a  unit  of  the  Department  of  Health 
and  Human  Services  (DHHS).  At  that  point,  the  Secretary  of  Health  and  Human 
Services  has  the  responsibility  for  leading  the  initial  federal  government  response  — 
working  through  the  CDC  and  other  DHHS  agencies  that  may  have  relevant  authorities 
and  expertise  (e.g.,  the  Food  and  Drug  Administration),  collaborating  with  other 
government  agencies  (e.g.,  the  Federal  Bureau  of  Investigation),  and  keeping  the 
Department  of  Homeland  Security  and  the  Executive  Office  of  the  President 
appropriately  apprised. 

Homeland  Security  Presidential  Directive  #5  provides  for  the  Department  of 
Homeland  Security  (DHS)  to  assume  responsibility  for  coordinating  federal  government 
response  operations  under  certain  circumstances.  In  particular,  "The  Secretary  shall 
coordinate  the  federal  government's  resources  utilized  in  response  to  or  recovery  from 
terrorist  attacks,  major  disasters,  or  other  emergencies  if  and  when  any  one  of  the 
following  four  conditions  applies:  (1)  a  federal  department  or  agency  acting  under  its 
own  authority  has  requested  the  assistance  of  the  Secretary;  (2)  the  resources  of  state  and 
local  authorities  are  overwhelmed  and  federal  assistance  has  been  formally  requested  by 
the  state  and  local  authorities;  (3)  more  than  one  federal  department  or  agency  has 
become  substantially  involved  in  responding  to  the  incident;  or  (4)  the  Secretary  has 
been  directed  to  assume  responsibility  for  managing  the  domestic  incident  by  the 
President." 
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SMALLPOX  IMMUNIZATION  GUIDANCE 

Ms.  Roybal-Allard:  During  Phase  n  of  the  smallpox  immunization  plan,  nearly 
1  million  people  will  be  eligible  for  vaccination  against  smallpox.  Does  CDC  plan  to 
issue  guidance  for  Plan  II  to  address  lingering  questions  states  might  have,  such  as  how 
states  should  prioritize  the  next  set  of  people,  or  whether  additional  health  entities 
besides  health  departments  would  be  allowed  to  vaccinate?  If  so,  when  would  you 
expect  to  issue  this  guidance? 

Dr.  Gerberding:  CDC  has  convened  a  working  group  that  will  develop 
recommendations  specific  to  definitions,  procedures,  and  processes  for  states  to  review 
when  moving  smallpox  vaccination  programs  into  Stage  II.  The  recommendations  will 
be  distributed  in  the  form  of  guidance  to  states  as  soon  as  possible. 

Ms.  Roybal-Allard:  In  your  testimony,  you  state  that  to  date,  270,000  vaccine 
doses  have  been  released  to  States,  and  over  29,000  front-line  workers  have  been 
vaccinated.  How  do  these  figures  compare  with  your  projections  -for  this  point  in  time  - 
-  and  what  are  the  additional  stumbling  blocks  that  still  need  to  be  overcome? 

Dr.  Gerberding:  According  to  information  recently  collected  by  the  Association 
of  State  and  Territorial  Health  Officials  based  on  a  survey  of  34  grantees,  15%  of  states 
have  completed  "Phase  I",  64%  are  in  the  middle  of  "Phase  1"  vaccinations.  About  10% 
of  the  states  are  beginning  plans  for  "Phase  2"  and  about  10%  of  the  states  indicated  they 
have  chosen  to  take  a  "programmatic  pause".  Some  of  the  barriers  to  full 
implementation  of  Phase  1  in  the  original  timeframe  include  liability  issues,  occurrence 
of  myo/pericarditis,  and  the  absence  of  a  national  vaccine  compensation  program. 

Ms.  Roybal-Allard:  In  your  testimony,  you  mention  that  one  of  the  significant 
gaps  in  preparedness  across  the  nation  is  the  local  capability  to  identify  chemical  agents 
immediately  following  an  exposure  incident,  so  emergency  responders  understand  the 
nature  of  what  they  are  facing,  and  emergency  physicians  know  what  they  treating. 
What  will  be  required  -  including  the  level  of  expenditure  that  will  be  required  -  by  state 
and  local  health  agencies  to  plug  this  gap,  and  what  specific  steps  is  CDC  taking  to 
assist? 

Dr.  Gerberding:  CDC/ATSDR  is  developing  a  plan  for  establishing  an  early 
detection  system  for  investigation  of  human  illnesses  caused  by  a  chemical  or 
radiological  release.  Early  detection  capabilities  for  chemical  or  radiological  terrorism 
events  will  be  established  using  several  approaches.  One  of  these  is  to  prepare 
case-definitions  and  toxic  syndrome  descriptions  for  a  group  of  high-priority  chemicals 
and  radiation  exposures.  An  active  medical  education  program  will  be  used  to  distribute 
this  information  to  key  hospitals  and  emergency  departments  throughout  the  United 
States.  Medical  personnel  in  hospitals  and  emergency  departments  will  use  this 
information  to  identify  and  to  report  possible  terrorism-related  illnesses  to  state  health 
departments  and  CDC.  Once  identified,  CDC  field  teams  will  conduct  active  case 
finding.  Pre-  and  post-event  early  detection  efforts  for  chemical-  and 
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radiological-related  illnesses  will  be  coordinated  with  existing  CDC  efforts  in  terrorism- 
related  syndromic  surveillance.  Although  we  do  not  know  the  exact  level  of  expenditure 
that  will  be  required  for  these  early  detection  efforts  we  have  submitted  a  project  for 
funding  in  FY04  that  includes  $3,000,000.00  to  conduct  passive  surveillance  in  6  cities 
including  lOER's/city. 

BENCHMARKS 

Ms.  Roybal-Allard:  In  your  testimony,  you  talk  about  the  use  of  benchmarks  by 
CDC  and  HRSA  in  2002  to  help  prepare  the  states.  GAO  has  now  recommended 
establishing  benchmarks  as  well.  Please  provide  a  summary  of  the  benchmarks 
established  by  HHS  for  response  to  bio-terrorism  and  provide  statistics  indicating 
progress  by  the  states. 

Mr.  Hauer:  The  information  follows: 

FY2002  HRSA  Critical  Benchmarks 

In  FY02,  the  Health  Resources  Services  Administration  (HRSA)  required 
recipients  to  address  three  critical  benchmarks  in  their  bioterrorism  workplans.  The 
benchmarks  were  in  three  areas:  1)  Program  Direction;  2)  Hospital  Preparedness 
Planning  Committee;  and,  3)  Regional  Hospital  Plans.  From  the  awardees'  April  15, 
2002  applications  and  November  1,  2002  semi-annual  progress  reports,  HRSA  reports 
the  following  progress  on  the  critical  benchmarks. 

Critical  Benchmark  #1 :  Program  Direction.  In  the  area  of  program  direction,  98%  of 
awardees  have  established  leadership  at  the  health  department  level  to  ensure 
coordination  of  funded  activities,  i.e.,  98%  of  awardees  have  designated  a  Coordinator 
for  Bioterrorism  Hospital  Preparedness  Planning  (curriculum  vitae  describing  the 
education,  training  and  experience  for  this  person  is  available  for  93%  ). 

Critical  Benchmark  #2:  Hospital  Preparedness  Planning  Committee.  The  second 
critical  benchmark  required  the  establishment  of  a  hospital  preparedness  planning 
committee.  This  hospital  preparedness  planning  committee  should  meet  at  least  once 
during  the  planning  phase  of  the  workplan  and  quarterly  during  the  implementation 
phase,  to  provide  guidance,  direction  and  oversight  to  the  State  health  department  in 
planning  for  bioterrorism  response.  HRSA  project  officers  reported  that  98%  of 
awardees  have  established  the  required  committee  -  providing  a  roster  of  the  planning 
committee  in  their  application  or  subsequent  submissions.  The  overwhelming  majority 
of  these  committees  have  included  representation  from  the  state  medical  services  office, 
state  emergency  management  agency,  state  hospital  association,  state  office  of  rural 
health,  Veterans  Administration  and  military  hospitals  (if  in  jurisdiction),  and  state  or 
regional  primary  care  associations.  Ninety  percent  have  provided  a  description  or 
charter  defining  the  mission  and  duties  of  the  planning  committee.  Eighty-three  percent 
of  planning  committees  approved  the  State  or  regional  hospital  preparedness  plans 
submitted  to  HRSA  in  FY2002. 
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Critical  Benchmark  #3:  Regional  Hospital  Plans.  The  third  critical  benchmark  calls 
for  the  development  of  regional  hospital  plans.  Regional  hospital  plans  to  provide  surge 
capacity  during  a  terrorist  attack  are  essential.  It  is  critical  that  state  health  departments 
plan  for  a  potential  epidemic  involving  at  least  500  patients  in  each  state  or  region. 
Recognizing  that  many  of  these  patients  may  come  from  rural  areas  served  by  referral 
centers  in  metropolitan  areas,  planning  must  include  the  surrounding  counties  likely  to 
impact  the  resources  of  these  cities.  Fifty-nine  percent  of  state  health  departments  have 
developed  plans  for  potential  epidemics  involving  at  least  500  patients.  Slightly  over 
half  (56%)  of  plans  address  overcrowding  and  the  need  for  hospital  diversion, 
anticipating  that  large  numbers  of  acute  casualties  will  arrive  on  their  own  or  by 
ambulance.  Sixty-one  percent  describe  making  provisions  for  isolation  and  quarantine 
including  Type  C  (contagious)  facilities. 

FY2002  CDC  Critical  Benchmarks 

For  FY02,  the  Centers  for  Disease  Control  and  Prevention  (CDC)  had  several 
critical  benchmarks  for  awardees  to  address.  For  the  FY02  application,  eligible 
jurisdictions  were  asked  to  submit  a  timeline  for  various  elements  of  their  workplan. 
Most  submitted  timelines;  however,  the  intent  was  for  the  jurisdictions  to  make  progress 
on  achieving  the  objectives  associated  with  those  timelines  over  the  course  of  the  budget 
year. 

As  of  November  2002  (when  the  awardees  submitted  their  first  semi-annual 
progress  reports),  CDC  reported  that  nearly  95%  of  awardees  established  Advisory 
Committees  for  their  Bioterrorism  Preparedness  and  Response  Programs.  Ninety-five 
percent  of  the  awardees  have  developed  systems  for  "24/7"  notification  or  activation  of 
their  plans.  Eighty-two  percent  have  coordinated  their  response  plan  development  with 
local,  regional,  and  federal  response  plans,  including  planning  efforts  by  hospitals 
funded  under  the  HRSA  cooperative  agreements.  Most  awardees  (87%)  have  developed 
plans  and  infrastructure  to  manage  and  distribute  Strategic  National  Stockpile,  formally 
the  National  Pharmaceutical  Stockpile,  items  that  they  would  request  in  the  event  of  an 
emergency  or  terrorist  attack.  Recognizing  that  bioterrorism  response  begins  locally, 
73%  of  the  states  have  distributed  cooperative  agreement  funds  to  the  local  levels  within 
their  states;  however,  there  are  several  states  that  do  not  have  local  or  county  health 
department  structures. 

Overall,  CDC  awardees  reported  short-term  achievements  in  the  areas  of 
increased  preparedness,  training,  hiring  staff,  developing  plans,  committees  and 
relationships,  establishing  MOUs,  and  testing  plans.  Barriers  often  noted  were:  lack  of 
best  practices,  shifting  priorities  (for  both  programs  and  current  staff),  pressure  to 
accelerate  activities  more  quickly  than  feasible,  lack  of  skilled  personnel,  and 
cumbersome  state  hiring  processes. 

When  asked  if  the  State  has  an  interim  plan  for  risk  communication  and 
information  dissemination  to  educate  the  public  regarding  exposure  risks  and  effective 
public  response,  76%  stated  that  they  did-and  47%  had  tested  that  interim  plan. 
Timelines  have  been  established  by  96%  of  States  for  ensuring  90%  Health  Alert 
Network  coverage  in  each  State.  Twenty  respondents  answered  questions  about 
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exercising  and  testing  plans.  Fifty-five  percent  (eleven  of  those  20)  held  exercises. 
Some  awardees  (25%)  tested  new  epidemiology  and  surveillance  response  plans. 
Twenty  percent  tested  information  dissernination  by  sending  notifications  out  to  health 
care  providers  and  the  community  through  the  HAN.  Most  awardees  framed  their 
testing  experience  as  tabletop  exercises,  and  referred  to  activation  of  systems  to  monitor 
and  control  the  outbreak  of  West  Nile  Virus  experienced  across  the  U.S.  in  summer 
2002. 

FY2003  Office  of  the  Secretary  Cross-Cutting  Benchmarks 

For  FY2003  the  Office  of  the  Secretary  of  HHS  has  developed  five  critical  cross- 
cutting  benchmarks  that  states  and  other  jurisdictions  must  address  in  their  FY03 
workplans.  These  benchmarks  are  intended  to  integrate  state  activities  related  to  public 
health  preparedness  with  those  related  to  health  care  system  preparedness.  These 
benchmarks  are: 

•  Incident  Management.  This  benchmark  is  intended  to  help  states  and 
local  governments  prepare  for  their  eventual  participation  in  the  National 
Incident  Management  System  (MEMS),  which  is  prescribed  in  Homeland 
Security  Presidential  Directive  #5  (HSPD-5).  NTMS  is  to  cover  all 
incidents  (natural  and  unnatural)  for  which  the  federal  government 
deploys  emergency  response  assets.  The  Secretary  of  Homeland  Security 
is  responsible  for  leading  the  development  and  implementation  of  NEMS. 

•  Joint  Advisory  Committee  for  CDC  and  HRSA  Cooperative 
Agreements.  Establish  and  operate  an  Advisory  Committee  to  assist  the 
jurisdiction's  senior  public  health  official  in  overseeing  both  the  CDC 
and  HRSA  Cooperative  Agreements. 

•  Laboratory  Connectivity.  Establish  operational  relationships  among 
the  various  types  of  analytical  laboratories  within  the  jurisdiction  (and 
other  jurisdictions  as  appropriate)  that  are  relevant  to  preparedness  for 
and  response  to  bioterrorism  and  other  public  health  emergencies. 

Laboratory  Data  Standard.  Adopt  the  Logical  Observation  Identifiers 
Names  and  Codes  (LOINC),  where  applicable,  as  the  standard  codes  for 
electronic  exchange  of  laboratory  results  and  associated  clinical 
observations  between  and  among  clinical  laboratories  of  public  health 
departments,  hospitals  and  other  entities,  including  academic  health 
centers,  that  have  a  role  in  responding  to  bioterrorism  and  other  public 
health  emergencies. 

•  Jointly  Funded  Health  Department/Hospital  Activities.  Develop  and 
maintain  a  database  displaying  activities  funded  jointly  by  the  CDC  and 
HRSA  cooperative  agreements  and,  as  applicable,  other  sources. 
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CDC  and  HRSA  have  the  following  FY2003  benchmarks  that  will  serve  to  guide 
the  states  in  developing  their  workplans  to  prepare  for  and  respond  to  bioterrorism, 
infectious  disease  outbreaks  and  other  public  health  emergencies.  CDC's  benchmarks 
appear  first,  followed  by  HRSA's  benchmarks. 

CDC  Critical  Benchmarks 

Critical  Benchmark  #1 :  Develop  and  maintain  a  financial  accounting  system  capable 
of  tracking  costs  by  focus  area,  critical  capacity,  and  funds  provided  to  local  health 
agencies. 

Critical  Benchmark  #2:  Develop  or  enhance  scalable  plans  that  support  local, 
statewide,  and  regional  response  to  incidents  of  bioterrorism,  catastrophic  infectious 
disease,  such  as  pandemic  influenza,  other  infectious  disease  outbreaks,  and  other  public 
health  threats  and  emergencies.  Plans  must  include  detailed  preparations  to  rapidly 
administer  vaccines  and  other  pharmaceutical,  and  to  perform  healthcare  facility  based 
triage  and  provide  short-term  acute  psychosocial  interventions  as  well  as  longer-term 
services  to  large  populations.  This  should  include  the  development  of  emergency  mutual 
aid  agreements  and/or  compacts,  and  inclusion  of  hospitals. 

Critical  Benchmark  #3:  Maintain  a  system  for  24/7  notification  or  activation  of  the 
public  health  emergency  response  system. 

Critical  Benchmark  #4:  Exercise  all  plans  on  an  annual  basis  to  demonstrate 
proficiency  in  responding  to  bioterrorism,  other  infectious  disease  outbreaks,  and  other 
public  health  threats  and  emergencies. 

Critical  Benchmark  #5:  (HRSA/CDC  Cross-Cutting  Activity)  Review  and  comment 
on  documents  regarding  the  National  Incident  Management  System  (NEVIS),  develop 
and  maintain  a  description  of  the  roles  and  responsibilities  of  public  health  departments, 
hospitals,  and  other  health  care  entities  in  the  Statewide  incident  management  system 
and,  where  applicable,  in  regional  incident  management  systems. 

Critical  Benchmark  #6:  Develop  or  maintain,  as  appropriate,  a  Strategic  National 
Stockpile  (SNS)  preparedness  program  within  the  recipient  organization's  overall 
terrorism  preparedness  component,  including  full-time  personnel,  that  is  dedicated  to 
effective  management  and  use  of  the  SNS  statewide.  This  SNS  preparedness  program 
should  give  priority  to  providing  appropriate  funding,  human  and  other  resources,  and 
technical  support  to  local  and  regional  governments  expected  to  respond  should  the  SNS 
deploy  there. 

Critical  Benchmark  #7:  Complete  development  and  maintain  a  system  to  receive  and 
evaluate  urgent  disease  reports  and  to  communicate  with  and  respond  to  the  clinical  or 
laboratory  reporter  regarding  the  report  from  all  parts  of  your  state  and  local  public 
health  jurisdictions  on  a  24-hour-per-day,  7-day-per-week  basis. 
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Critical  Benchmark  #8:  With  local  public  health  agencies,  identify  and  maintain  a 
current  list  of  physicians  and  other  providers  with  experience  and/or  skills  in  the 
diagnosis  and  treatment  of  infectious,  chemical,  or  radiological  diseases  or  conditions 
possibly  resulting  from  a  terrorism-associated  event  (for  example,  those  who  have  seen 
and  treated  smallpox)  who  may  serve  as  consultants  during  a  public  health  emergency. 

Critical  Benchmark  #9:  Establish  a  secure,  Web-based  reporting  and  notification 
system  that  provides  for  rapid  and  accurate  receipt  of  reports  of  disease  outbreaks  and 
other  acute  health  events  that  might  suggest  bioterrorism.  Include  provision  for  multiple 
channels  for  routine  communications  (e.g.,  Web,  e-mail)  and  alert  capacity  for 
emergency  notification  (e.g.,  phone,  pager)  of  key  staff. 

Critical  Benchmark  #10:  To  develop  and  implement  a  jurisdiction-wide  program  that 
provides  rapid  and  effective  laboratory  response  for  chemical  terrorism  by  establishing 
competency  in  collection  and  transport  of  clinical  specimens  to  laboratories  capable  of 
measuring  chemical  threat  agents. 

Critical  Benchmark  #11 :  At  least  annually,  assess  adequacy  of  state  and  local  public 
health  response  to  catastrophic  infectious  disease  such  as  pandemic  influenza,  other 
outbreaks  of  disease  and  other  public  health  emergencies. 

Critical  Benchmark  #12:  Complete  and  implement  an  integrated  response  plan  that 
directs  how  public  health,  hospital-based,  environmental,  veterinary  and  agricultural 
laboratories  will  respond  to  a  bioterrorism  incident,  to  include:  (a)  roles  and 
responsibilities;  (b)  inter-  and  intrajurisdictional  surge  capacity;  (c)  how  the  plan 
integrates  with  other  department-wide  emergency  response  efforts;  (d)  protocols  for  safe 
transport  of  specimens  by  air  and  ground;  and  (e)  how  lab  results  will  be  reported  and 
shared  with  local  public  health  and  law  enforcement  agencies,  ideally  through  electronic 
means.  > 

Critical  Benchmark  #13:  Ensure  capacity  exists  for  Laboratory  Response  Network 
(LRN)  validated  testing  for  all  Category  A  agents  and  other  Level  B/  C  protocols  as  they 
are  approved. 

Critical  Benchmark  #14:  Conduct  at  least  one  simulation  exercise  per  year,  involving 
at  least  one  threat  agent  in  Category  A,  that  specifically  tests  laboratory  readiness  and 
capability  to  perform  from  specimen  threat  assessment,  intake  prioritization,  testing, 
confirmation,  and  results  reporting  using  the  LRN  website. 

Critical  Benchmark  #15  -  APPLICABLE  TO  LEVEL-ONE  LABORATORIES 
ONLY)  Hire  and  train  a  chemical  terrorism  laboratory  coordinator  (chemist  or  medical 
technologist)  and  assistant  coordinator  to  advise  the  laboratory  director,  the  State 
Terrorism  Coordinator  and  other  public  health  and  environmental  health  officials  about 
chemical  terrorism  incidents  and  preparedness.  These  individuals  are  responsible  for 
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ensuring  the  proper  collection,  labeling,  and  shipment  of  blood,  urine,  and  other  clinical 
specimens  required  in  response  to  known  or  suspected  chemical  terrorism  incidents  and 
for  ensuring  associated  data  and  communication  requirements  are  met. 

Critical  Benchmark  #16  -  APPLICABLE  TO  LEVEL-TWO  LABORATORIES 
ONLY)  Participate  in  at  least  one  exercise  per  year  that  specifically  tests  chemical 
terrorism  laboratory  readiness  and  capability  to  detect  and  identify  at  least  one  chemical- 
threat  agent. 

Critical  Benchmark  #17  -  APPLICABLE  TO  LEVEL-THREE  LABORATORIES 
ONLY  Participate  in  at  least  one  exercise  per  year  that  specifically  tests  chemical 
terrorism  laboratory  readiness  and  capability  to  detect  and  identify  at  least  two  chemical- 
threat  agents. 

Critical  Benchmark  #18:  Implement  a  plan  for  connectivity  of  key  stakeholders 
involved  in  a  public  health  detection  and  response  including  a  24/7  flow  of  critical 
health  information,  such  as  clinical  data  (build  according  to  IT  functions  #1-3  in 
Appendix  4),  alerts,  (build  according  to  IT  Functions  #7-9  in  Appendix  4)  and  critical 
event  data,  (IT  Functions  #1-3  in  Appendix  4),  among  hospital  emergency  departments, 
state  and  local  public  health  officials,  law  enforcement,  and  other  key  participants  (e.g. 
physicians,  pharmacies,  fire  departments,  91 1  Centers) 

Critical  Benchmark  #19:  Ensure,  by  testing  and  documentation,  at  least  90  percent  of 
the  key  stakeholders  involved  in  a  public  health  response  can  receive  and  send  critical 
health  information  including  alerts  and  critical  event  data.  (Build  according  to  Appendix 
4  -  IT  Functions  and  Specifications.) 

Critical  Benchmark  #20:Routinely  assess  the  timeliness  and  completeness  of  the 
redundant  method  of  alerting,  as  it  exists  to  reach  participants  in  public  health  response. 

Critical  Benchmark  #21:Ensure  that  the  technical  infrastructure  exists  to  exchange  a 
variety  of  data  types,  including  possible  cases,  possible  contacts,  specimen  information, 
environmental  sample  information,  lab  results,  facilities,  and  possible  threat 
information.  (Build  according  to  IT  Functions  #1-9  in  Appendix  4). 

Critical  Benchmark  #22:  (HRS A/CDC  Cross-Cutting  Activity)  Adopt  and  implement 
LOINC  as  the  standard  for  electronic  exchange  of  clinical  laboratory  results  and 
associated  clinical  observations  between  and  among  public  health  department 
laboratories,  hospital-based  laboratories,  and  other  entities,  including  collaborating 
academic  health  centers,  that  have  a  major  role  in  responding  to  bioterrorism  and  other 
public  health  emergencies. 

Critical  Benchmark  #23:  Complete  a  plan  for  crisis  and  emergency  risk 
communication  (CERC)  and  information  dissemination  to  educate  the  media,  public, 
partners  and  stakeholders  regarding  risks  associated  with  the  real  or  apparent  threat  and 
an  effective  public  response. 
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Critical  Benchmark  #24:  Conduct  training,  drills,  and  exercises  involving  your 
communication  systems  to  ensure  channels  of  communication  to  inform  the  public, 
partners,  and  stakeholders  about  recommendations  during  public  health  emergencies 
work  in  a  timely  and  effective  manner. 

Critical  Benchmark  #25:  Develop  and  execute  a  training  plan  (1  year),  which  ensures 
priority  preparedness  training  is  provided  across  all  Focus  Areas  to  the  state  and  local 
public  health  workforce,  healthcare  professionals,  and  laboratorians. 

URSA  Benchmarks 

Critical  Benchmark  #1:  Develop  and  maintain  a  financial  accounting  system  capable 
of  tracking  expenditures  by  priority  area,  by  critical  benchmark,  and  by  funds  allocated 
to  hospitals  and  other  health  care  entities. 

Critical  Benchmark  #2-1 :  Establish  a  system  that  allows  the  triage,  treatment  and 
disposition  of  500  adult  and  pediatric  patients  per  1,000,000  population  (or  no  fewer 
than  500  patients  per  awardee  jurisdiction),  with  acute  illness  or  trauma  requiring 
hospitalization  from  a  biological,  chemical,  radiological  or  explosive  terrorist  incident. 

Critical  Benchmark  #2-2:  Upgrade  or  maintain  airborne  infectious  disease  isolation 
capacity  to  have  at  least  one  negative  pressure,  HEPA-flltered  isolation  facility  per 
awardee,  to  be  placed  in  accord  with  the  findings  of  the  awardee 's  needs  assessments. 
Such  facilities  must  be  able  to  support  the  initial  evaluation  and  treatment  of  10  adult 
and  pediatric  patients  at  a  time  having  a  clinical  contagious  syndrome  suggestive  of 
smallpox,  plague  or  hemorrhagic  fever,  prior  to  movement  to  a  definitive  isolation 
facility. 

Critical  Benchmark  #2-3:  Establish  a  response  system  that  allows  the  immediate 
deployment  of  1 00  or  more  additional  patient  care  personnel  per  1 ,000,000  population  in 
urban  areas,  and  50  or  more  additional  patient  care  personnel  per  1,000,000  of 
population  in  rural  areas,  that  would  meaningfully  increase  hospital  patient  care  surge 
capacity. 

Critical  Benchmark  #2-4:  Develop  a  system  that  allows  the  credentialing  and 
supervision  of  clinicians  not  normally  working  in  facilities  responding  to  a  terrorist 
incident. 

Critical  Benchmark  #2-5:  Establish  local  or  regional  systems  whereby  pharmacies 
based  in  hospitals  or  otherwise  participating  in  the  local  or  regional  health  care  response 
plan  have  surge  capacity  to  provide  pertinent  pharmaceuticals  in  response  to 
bioterrorism  or  other  public  health  emergencies.  The  surge  cache  should  be  within  the 
stock  rotational  capacity  of  the  participating  pharmacies,  to  prevent  shelf-life  expiration 
of  the  medications,  vaccines,  and  supplies.  These  systems  must  complement  the 
Strategic  National  Stockpile  (SNS). 
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Critical  Benchmark  #2-6:  Ensure  adequate  personal  protective  equipment  (PPE)  to 
protect  100  or  more  health  care  personnel  per  1,000,000  population  in  urban  areas,  and 
50  or  more  health  care  personnel  per  1,000,000  population  in  rural  areas,  during  a 
biological,  chemical  or  radiological  incident. 

Critical  Benchmark  #2-7:  Ensure  that  adequate  portable  or  fixed  decontarriination 
systems  exist  for  managing  500  adult  and  pediatric  patients  and  health  care  workers  per 
1,000,000  population,  who  have  been  exposed  to  biological,  chemical  or  radiological 
agents. 

Critical  Benchmark  #2-8:  Establish  a  system  that  provides  for  a  graded  range  of  acute 
psychosocial  interventions  and  longer-term  mental  health  services  to  5,000  adult  and 
pediatric  clients  and  health  care  workers  per  1,000,000  population  exposed  to  a 
biological,  chemical,  radiological  or  explosive  terrorist  incident. 

Optional  Benchmark  #2-9:  For  awardees  choosing  to  fund  the  Trauma  and  Bum  Care 
Capacity  section,  enhance  statewide  trauma  care  capacity  to  be  able  to  respond  to  a  mass 
casualty  incident  due  to  terrorism.  This  plan  should  ensure  the  capability  of  providing 
trauma  care  to  at  least  50  severely  injured  adult  and  pediatric  patients  per  million  of 
population  per  day. 

Critical  Benchmark  #2-10:  Establish  a  secure  and  redundant  communications  system 
that  ensures  connectivity  during  a  terrorist  incident  between  health  care  facilities  and 
state  and  local  health  departments. 

Critical  Benchmark  #3:  Develop  a  mutual  aid  plan  for  upgrading  and  deploying  EMS 
units  in  jurisdictions  they  do  not  normally  cover,  in  response  to  a  mass  casualty  incident 
due  to  terrorism.  This  plan  must  ensure  the  capability  of  providing  EMS  coverage  for  at 
least  500  adult  and  pediatric  patients  per  1,000,000  population  per  day. 

Critical  Benchmark  #4-1 :  Implement  a  hospital  laboratory  program  that  is  coordinated 
with  currently  funded  CDC  laboratory  capacity  efforts,  and  which  provides  rapid  and 
effective  hospital  laboratory  services  responding  to  terrorism  and  other  public  health 
emergencies. 

Critical  Benchmark  #4-2:  Enhance  the  capability  of  rural  and  urban  hospitals,  clinics, 
emergency  medical  services  systems  and  poison  control  centers  to  report  syndromic  and 
diagnostic  data  that  is  suggestive  of  terrorism  to  their  associated  local  and  state  health 
departments  on  a  24-hour-a-day,  7-day-a-week  basis. 

Optional  Benchmark  #5:  For  awardees  choosing  to  fluid  the  Education  and  Training 
Preparedness  section,  develop  education  and  training  programs  for  adult  and  pediatric 
hospital,  outpatient  and  prehospital  health  care  professionals  responding  to  a  terrorist 
incident 
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Critical  Benchmark  #6:  As  part  of  a  written  evaluation  strategy  of  the  awardee's 
program,  conduct  at  least  one  bioterrorism  disaster  exercise  in  the  jurisdiction  during  FY 
2003  that  covers  a  large-scale  epidemic  scenario  affectmg  both  adults  and  children. 

Ms.  Roybal-Allard:  You  also  mention  a  project  to  establish  a  "best  practices" 
repository  for  the  states.  What  is  the  process  for  identifying  a  "best  practice"  in  a  state, 
and  how  does  HHS  disseminate  information  about  best  practices? 

Dr.  Gerberding:  Best  Practices  generally  refer  to  programs  and  strategies  that  are 
known  to  be  effective  based  on  research  and  evaluation.  Best  practices  have  been 
adopted  by  many  organizations  in  order  to  improve  programs  and  interventions  at  the 
local,  state,  and  national  level.  Upon  extended  implementation  and  evaluation,  the 
community  becomes  more  knowledgeable  about  what  works  and  what  does  not.  A  state 
may  then  select,  develop  or  adapt  programs  to  its  individual  needs.  Best  practices  in 
preparedness  for  and  response  to  bioterrorism  and  other  public  health  emergencies  at  the 
state  and  local  levels  are  not  plentiful.  However,  there  are  exemplars,  developed  and 
implemented  in  various  parts  of  the  country  that  could  serve  as  models  with 
modifications  made  to  tailor  them  to  local  needs  and  circumstances.  HHS  will  be 
establishing  a  program  to  identify  best  practices,  validate  them  where  feasible,  and  will 
disseminate  this  information  from  its  websites,  as  well  as  through  the  CDC  and  HRSA 
project  officers. 

STATE  AND  LOCAL  HOSPITAL  PREPAREDNESS 

Ms.  Roybal-Allard:  In  your  testimony,  you  mention  that  states  are  making  good 
progress  in  completing  needs  assessments  and  implementing  high  priority  components, 
but  also  say  that  "surge"  capabilities  are  yet  to  be  tested,  and  only  40%  of  hospitals  have 
plans  for  isolation  and  treatment  of  infectious  disease  epidemics.  What  is  the  status  of 
hospital  preparedness?  Please  provide  state-by-state  accounting. 

Dr.  Duke:  A  state-by-state  accounting  is  not  yet  available,  but  evaluation  efforts 
are  being  undertaken  to  answer  these  questions.  One  is  a  hospital  preparedness  survey 
being  developed  by  the  Agency  for  Healthcare  Research  and  Quality  (AHRQ)  under  an 
intra-agency  agreement  with  HRSA.  This  will  be  designed  to  be  used  in  subsequent 
cooperative  agreement  applications.  Additional  evaluation  tools  are  under  development. 
With  regard  to  the  40%  figure  that  you  referenced,  that  related  to  the  hospitals  in 
Pennsylvania  that  responded  to  a  state-specific  survey. 

The  program  has  collected  data  from  information  provided  by  grantees  in  their 
2002  applications  and  their  November  2002  semi-annual  report.  Some  of  the  significant 
benchmarks  are  summarized  below: 

Regional  Hospital  Plans 

•        59%  of  grantees  reportedly  have  planned  for  a  potential  epidemic 
involving  at  least  500  patients  in  the  State  or  region. 
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•  75%  of  the  grantees  included  a  timeline  that  describes  the  approach  to 
development  and  implementation  of  the  regional  hospital  plan  for  large- 
scale  epidemics  in  their  application. 

•  58%  of  plans  describe  increasing  hospital  bed  capacity  to  accommodate 
increases  in  admissions  from  an  infectious  disease  epidemic  over  an 
extended  period  of  time. 

Medications  and  Vaccines 

•  95%  of  plans  describe  the  State  health  department  readiness  plan  for 
immediate  receipt  and  distribution  of  antibiotics  and  smallpox  vaccines 
made  available  from  Federal  sources. 

Communications 

•  72%  of  plans  address  gaps  in  the  communications  systems  among 
hospital  emergency  departments,  outpatient  facilities,  EMS  systems  and 
State  and  local  emergency  management,  public  health  and  law 
enforcement  agencies,  as  they  relate  to  bioterrorism  response. 

Personal  Protection,  Quarantine,  and  Decontamination 

•  56%  of  plans  describe  how  existing  decontamination  systems  will  be 
upgraded  to  allow  for  large  numbers  of  patients  exposed  to  particulate 
infectious  material  from  an  airborne  or  environmental  release  (such  as 
fixed  hospital  units,  portable  units,  or  Disaster  Medical  Assistance  Teams 
(DMATs)  capable  of  mobile  decontamination). 

Evaluation  efforts  are  currently  being  undertaken  to  more  fully  answer  these 
questions.  One  is  a  hospital  preparedness  survey  being  developed  by  the  Agency  for 
Healthcare  Research  and  Quality  (AHRQ),  under  an  intra-agency  agreement  with 
HRSA.  This  will  be  designed  to  be  used  in  subsequent  cooperative  agreement 
applications.  Additional  evaluation  tools  are  under  development 
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MEDICAID  SERVICES 
KERRY  N.  WEEMS,  ACTING  ASSISTANT  SECRETARY  FOR  BUDGET, 

TECHNOLOGY,   AND   FINANCE,   DEPARTMENT   OF   HEALTH  AND 

HUMAN  SERVICES 

Mr.  Regula.  Well,  we  will  get  started  and  we  will  move  it  as 
quickly  as  possible.  The  supplemental  is  on  the  floor  today  and  I 
don't  think  we  can  meet  because  it  is  an  appropriations  issue.  So 
I  would  like  to  try  to  get  through  before  that  starts  so  we  can  finish 
the  hearing. 

And,  Mr.  Scully,  we  are  happy  to  welcome  you.  This  is  your  last 
hearing,  and  this  is — oh,  the  last  hearing  we  will  have  with  your 
budget  officer.  Geez,  be  careful,  particularly  in  this  day  and  the 
particular  circumstances.  On  your  budget  officer  Elaine  Raubach. 
Okay.  And  she  is  here  as  a  backup  and  my  staff  tells  me  you  have 
been  a  great  help  to  us  and  we  certainly  wish  you  well  in  whatever 
your  new  endeavor  is.  Where  are  you  going? 

Mr.  Scully.  She  is  still  in  negotiations,  Mr.  Chairman.  We  are 
working  on  her.  She  claims  she  is  retiring  in  January. 

Mr.  Regula.  Oh,  retiring.  You  are  too  young. 

Mr.  Scully.  31  years. 

Mr.  Regula.  Well,  we  wish  you  well.  Okay.  Mr.  Scully,  if  you 
will  just  summarize  your  remarks. 

Mr.  Scully.  Mr.  Chairman,  thank  you.  I  will  be  as  quick  as  I 
can.  Thank  you  for  acknowledging  Elaine.  We  are  still  trying  to 
talk  her  into  staying.  We  hope  she  doesn't  retire  in  January.  For 
31  years  she  has  done  a  tremendous  job. 

If  I  could,  I  will  just  take  2  minutes  out  of  my  testimony  to  do 
something  else  that  I  think  is  important,  which  is  to  acknowledge 
the  CMS  has  10  reservists  that  have  been  called  up  in  the  last  cou- 
ple of  weeks,  and  I  will  take  2  seconds  to  run  through  their  names 
for  the  record.  Michael  Kristian,  the  Baltimore  office  is  at  Andrews 
Air  Force  Base;  James  Cratty  of  the  Baltimore  office  is  in  Middle 
River,  Maryland;  David  Connolly  of  the  Baltimore  office  is  at  the 
Pentagon;  Francis  Crowley  of  the  Atlanta  office  is  at  Camp  Pen- 
dleton in  California;  Caroline  Krewson  is  actually  a  lieutenant  colo- 
nel in  charge  of  the  communications  for  the  European  Systems 
Command  in  Stuttgart,  Germany.  She  is  in  the  San  Francisco  of- 
fice. Teresa  Trimble  from  our  Baltimore  office  is  a  lieutenant  colo- 
nel who  we  haven't  been  able  to  identify  where  they  sent  her. 
Marvin  Washington  from  the  Baltimore  office  is  in  California  mov- 
ing on  to  other  places.  Kristine  Bradsher  of  the  Baltimore  office  is 
in  Bethesda,  Maryland.  James  Fuller  of  the  Baltimore  office  is  in 
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Washington  working  on  homeland  security,  and  Bill  Rogers,  who  is 
my  personal  physician  adviser  and  a  very  good  personal  friend  of 
mine,  is  in  Kuwait  on  his  way  to  Iraq  today.  He  is  an  emergency 
room  doctor  and  is  very  likely  to  be  seeing  front  line  action. 

So  we  are  very  proud  of  those  people  and  very  hopeful  they  will 
be  back  at  CMS  very  soon.  But  thank  you  for  letting  me  acknowl- 
edge those  folks  at  the  beginning  of  the  hearing,  Mr.  Chairman. 

HEALTHY  START,  GROW  SMART 

I  also  want  to  thank  you  for  another  initiative  that  is  close  to  the 
Bush  administration's  heart,  which  is  Healthy  Start,  Grow  Smart, 
which  I  know  you  put  money  in  for  last  year,  $13  million,  to  give 
each  new  mom,  1  brochure  a  month  for  the  first  12  months  of  life. 
That  is  a  big  priority  for  the  Administration  that  you  really  did  an 
enormous  amount  to  help  us  out  on  and  we  are  very  appreciative. 

CMS'S  WORKLOADS 

As  a  quick  overview,  CMS  serves  82  million  beneficiaries  be- 
tween the  programs  we  have.  Our  budget  for  this  year  is,  believe 
it  or  not,  $592  billion  just  in  the  services  we  provide.  We  will  proc- 
ess 1.1  billion  claims,  respond  to  45  million  inquiries  from  bene- 
ficiaries, hear  8  million  appeals,  do  23,000  inspections,  and  respond 
to  48,000  complaints  about  health  care  facilities. 

APPEALS  REFORM 

I  am  going  to  focus  on  one  particular  issue  briefly.  This  is  a  huge 
priority  for  me  and  a  big  challenge  for  the  agency.  From  the  begin- 
ning of  the  program,  Medicare  was  part  of  Social  Security  and  for 
years  Social  Security  has  heard  our  appeals. 

In  the  President's  budget  this  year  it  is  proposed  that  Medicare 
will  take  over  that  appeals  process,  which  is  about  80,000  appeals. 
Out  of  our  trust  funds  we  give  Social  Security  about  a  billion  dol- 
lars a  year  to  take  care  of  constituent  concerns  and  to  hear  hear- 
ings for  our  Medicare  appeals.  Of  that,  $90  million  we  transfer  just 
for  hearings.  As  of  October  1st  we  are  taking  that  duty  over.  We 
have  to  essentially  recreate  an  entire  administrative  law  judge  sys- 
tem in  Medicare  to  take  over  that  burden  from  Social  Security.  We 
think  it  is  the  right  thing  to  do.  Jo  Ann  Barnhart  at  Social  Security 
thinks  it  is  the  right  thing  to  do. 

The  average  turnaround  time  now  to  hear  a  Medicare  appeals 
case  is  330  days.  As  you  know,  Mr.  Thomas  passed  the  stream- 
lining of  that  2  or  3  years  ago  that  we  have  not  yet  been  able  to 
implement.  We  have  asked  for  money  in  our  budget,  $129  million, 
both  to  implement  the  Benefits  Improvement  and  Protection  Act 
(BIPA)  appeals  that  Chairman  Thomas  and  the  Ways  and  Means 
Committee  feel  so  strongly  about  and  to  take  over  the  Medicare 
hearing  process  from  Social  Security  and  to  pull  that  off  by  October 
1st.  But  under  the  best  of  circumstances  it  would  be  an  unbeliev- 
able job  to  pull  that  off  smoothly  by  October  1st.  But  we  have  one 
major  problem  in  that  there  is  a  lawsuit  that  prohibits  us  from  hir- 
ing administrative  law  judges.  So  we  are  going  to  have  quite  a 
challenge  in  front  of  us. 
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A  rather  unfair  article  hit  the  front  page  of  the  New  York  Times 
a  few  weeks  ago,  but  I  think  it  is  the  right  thing  to  do.  I  think  we 
are  going  to  do  a  very  good  job  of  hopefully  transitioning  with  So- 
cial Security  to  take  this  over.  But  obviously  80,000  Medicare  ap- 
peals a  year  is  a  big  job.  It  is  very  sensitive  to  seniors.  We  are  very 
happy  to  go  hire  Administrative  Law  Judges  (ALJs)  to  do  this  if 
we  are  allowed  to,  but  my  number  one  priority  would  be  to  ask  the 
committee  if  we  could  get  $129  million  in  the  budget.  That  is  going 
to  be  an  unbelievably  herculean  task  to  pull  this  off  by  October  1st, 
and  I  think  if  there  is  anything  in  this  agency  as  likely  to  be  an 
administrative  problem  that  is  going  to  cause  problems  for  the  Con- 
gress and  the  administration  in  the  next  year,  this  is  probably  it. 

So  we  really  appreciate  that  your  staff  has  been  terrific.  We  ap- 
preciate your  support  in  working  on  that  and  trying  to  get  the  re- 
sources to  hire  the  ALJs  and  to  do  these  modernizations  this  year. 

CMS'S  DISCRETIONARY  BUDGET 

Just  a  quick  overview,  and  I  will  just  wrap  up  because  I  know 
your  time  is  short.  As  I  said,  we  have  $592  billion  of  entitlement 
funds  we  will  spend  next  year.  Our  administrative  fund  request  is 
roughly  $2.7  billion,  which  is  a  6.6  percent  increase  over  last  year. 
Our  administrative  costs  work  out  to  be  about  .5  percent  of  the 
Medicare  funds  that  we  will  spend. 

We  have  a  lot  of  other  major  priorities.  A  major  priority  of  the 
Department  is  systems  modernization,  for  which  we  have  asked 
$65  million. 

CMS'S  ACCOMPLISHMENTS 

There  are  many  other  things  we  have  done  in  the  last  year  that 
we  are  proud  of.  We  have  done  a  lot  to  improve  beneficiary  commu- 
nications to  open  up  the  agency  to  work  better  with  our  constituent 
groups  and  to  be  much  more  responsive  to  the  beneficiaries  and  the 
patients  that  we  work  with.  I  have  a  long  list  I  would  be  happy 
to  go  through  but  I  know  you  are  in  a  hurry  so  I  won't.  But  I  would 
be  happy  to  submit  the  testimony  for  the  record  and  am  happy  to 
talk  to  the  committee  and  respond  to  questions. 

Thank  you,  Mr.  Chairman. 

[The  statement  of  Mr.  Scully  follows:] 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Statement  by 

Thomas  A.  Scully 
Administrator,  Centers  for  Medicare  &  Medicaid  Services 

on 

Fiscal  Year  2004  President's  Budget  Request 
for  the  Centers  for  Medicare  &  Medicaid  Services 

Good  morning  Chairman  Regula  and  members  of  the  Subcommittee.  I  am 
pleased  to  be  here  today  to  discuss  the  Centers  for  Medicare  &  Medicaid  Services' 
(CMS)  fiscal  year  (FY)  2004  budget  request  and  to  answer  your  questions.  First,  I'd 
like  to  give  you  an  overview  of  our  budget,  and  tell  you  about  some  of  our  recent 
activities,  as  well  as  the  priorities  Secretary  Thompson  and  I  have  for  FY  2004.  As 
always,  we  appreciate  your  support  and  look  forward  to  working  with  you,  Chairman 
Regula,  and  with  the  Members  of  this  Subcommittee. 

CMS  is  the  Federal  agency  responsible  for  overseeing  Medicare,  Medicaid,  and 
the  State  Children's  Health  Insurance  Program  (SCHIP).  CMS  also  oversees  the 
Medigap  insurance  industry  and  enforces  the  Clinical  Laboratory  Improvement 
Amendments  (CLIA)  and  health  insurance  reform  enacted  under  the  Health  Insurance 
Portability  and  Accountability  Act  (HIPAA)  of  1996.  We  are  also  responsible  for 
implementing  hundreds  of  statutory  provisions  enacted  in  recent  years,  including 
HIPAA,  the  Balanced  Budget  Act  (BBA)  of  1997,  the  Balanced  Budget  Refinement 
Act  (BBRA)  of  1999,  the  Ticket  to  Work  and  Work  Incentives  Improvement  Act 
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of  1999,  the  Benefits  Improvement  and  Protection  Act  (BIPA)  of  2000,  and,  recently, 
the  Trade  Act  of 2002. 

CMS  oversees  one  of  the  largest  budgets  of  any  agency  in  the  Federal 
government.  It  pays  one-third  of  national  health  expenditures  and  provides  over  half 
of  the  revenues  of  many  hospitals  and  other  health  care  providers.  Approximately 
82  million  beneficiaries,  almost  30  percent  of  all  Americans,  rely  on  CMS's  programs 
for  health  care  coverage.  For  38  years,  Medicare  and  Medicaid  have  helped  pay 
medical  bills  for  millions  of  older  and  low-income  Americans,  providing  them  with 
comprehensive  health  benefits  they  can  count  on.  Few  programs,  public  or  private, 
have  such  a  positive  impact  on  so  many  Americans.  We  do  this  with  the  help  of  over 
65,000  State  and  local  employees  and  contract  employees. 

CMS  is  committed  to  administering  Medicare  and  Medicaid  effectively  and 
efficiently  and  to  providing  essential  services  to  millions  of  health  care  consumers  and 
the  health  care  providers  that  serve  them.  For  almost  two  years,  we  have  worked  to 
make  Medicare  a  more  user-friendly,  beneficiary-centered  program  and  to  make  it 
clear  to  the  Americans  who  rely  on  our  programs  that  CMS  is  responsible  for 
administering  them.  We  have  also  moved  the  agency  toward  being  more  citizen- 
centered,  and  more  open  and  responsive  to  the  needs  and  concerns  of  Medicare  and 
Medicaid  beneficiaries  and  their  health  care  providers.  I  believe  that  this  new  attitude 
influences  everything  we  do  and  sets  the  tone  for  how  we  interact  with  our 
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stakeholders.  We  have  made  many  changes  and  improvements,  with  more  still  to 
come. 

First  and  foremost,  I  want  to  talk  about  Medicare  appeals  reform.  With  your 
help,  we  plan  to  implement  key  provisions  of  the  Benefits  Improvement  and  Protection 
Act  (BIPA)  of  2000  and  assume  the  Medicare  hearing  function  currently  performed  by 
administrative  law  judges  (AUs)  at  the  Social  Security  Administration  (SSA). 

We  believe  that  the  Medicare  hearing  function  is  more  appropriately  housed 
within  CMS,  and  we  are  moving  forward  to  achieve  this.  However,  this  is  an 
especially  challenging  time  for  this  workload.  Right  now,  SSA  ALJs  take  about 
330  days  to  complete  a  Medicare  hearing.  Clearly,  this  is  an  unacceptable  level  of 
customer  service.  In  BIPA,  Congress  sought  to  alleviate  this  problem  by  mandating  a 
90-day  processing  time  for  these  cases,  but  we  don't  believe  this  affords  sufficient 
time  to  properly  develop  and  adjudicate  an  appeal,  given  the  volume  of  work  received. 
This  is  a  particular  concern  given  the  "escalator  clause"  which  allows  beneficiaries  to 
advance  their  case  to  the  next  level  of  appeal  if  a  decision  is  not  rendered  within  the 
statutory  timeframe.  This  could  result  in  hearings  moving  to  the  Departmental 
Appeals  Board,  only  to  be  remanded  back  to  an  ALJ  if  they  are  not  sufficiently 
developed,  setting  up  an  unending  circle  that  would  diminish  beneficiary  service  rather 
than  improve  it. 
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We  have  proposed  that  all  of  the  BIPA  statutory  timeframes  be  lengthened. 
We  believe  that  more  realistic  timeframes,  even  if  only  at  the  initial  levels  of  the 
appeal  process,  will  reduce  the  number  of  cases  at  the  higher,  more  costly  adjudication 
levels.  We  look  forward  to  working  with  you  and  the  authorizing  Committees  toward 
the  enactment  of  this  proposal. 

A  major  factor  in  the  ability  to  complete  higher  levels  of  adjudication  on  a 
timely  basis  envisioned  by  BEPA  521  is  the  availability  of  trained  ALJs.  We  are 
considering  alternative  approaches,  including  the  possibility  of  using  mechanisms 
other  than  ALJs.  For  the  past  several  years,  there  has  been  a  moratorium  on  hiring 
new  ALJs.  This  has  contributed  to  SSA's  problem  issuing  timely  ALJ  decisions  for 
both  their  cases  and  ours.  They  have  neither  enough  ALJs  to  reduce  timeframes  nor 
the  ability  to  hire  more.  Therefore,  both  Medicare  and  disability  appeals  are  taking  too 
long.  Despite  a  recent  court  ruling  lifting  the  moratorium,  it  is  unclear  to  us  at  this 
time  when  agencies  will  again  be  able  to  hire  ALJs.  Moreover,  even  if  we  were  to 
have  the  authority  to  hire  ALJs,  we  may  not  be  able  to  hire  a  sufficient  number,  since 
all  agencies  that  use  ALJs  have  been  subject  to  the  moratorium  and  its  consequences. 
This  is  a  difficult  challenge. 

By  transferring  the  Medicare  appeals  workload  to  CMS,  SSA  will  be  able  to 
concentrate  its  efforts  on  the  disability  appeals  backlog,  but  they  will  need  their  full 
contingent  of  ALJs  for  this  effort.  Since  SSA  needs  all  the  ALJs  they  have  just  to 
meet  their  disability  workloads,  our  chances  of  meeting  our  staffing  needs  with 
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existing  ALJs  are  very  slim.  If  there  is  no  change  to  the  manner  in  which  Medicare 
appeals  are  heard,  there  is  a  danger  that  beneficiaries  will  lose  an  appeal  right  they 
have  had  for  years  and  that  customer  service  will  decline  even  more.  Our  budget  seeks 
a  way  around  this  problem  by  including  appropriation  language  that,  if  enacted,  will 
give  the  Secretary  the  option  to  consider  other  approaches.  We  count  on  your  support 
for  this  provision  to  help  us  improve  beneficiary  service. 

While  we  have  agreed  with  SSA  in  principle  to  assume  responsibility  for  the 
Medicare  hearings  function  effective  October  I,  2003,  we  are  still  working  out  the 
details  of  the  workload  transfer. 

Another  aspect  of  appeals  reform  under  BIPA  section  521  involves  the 
implementation  of  a  new  entity,  qualified  independent  contractors  or  "QICs,"  which 
will  review  second-level  appeals.  Although  BEPA  requires  that  we  contract  with  "at 
least  12"  QICs,  we  have  proposed  contracting  with  no  fewer  than  four  QICs.  We 
believe  that  consolidating  responsibilities  into  four  such  entities  will  be  more  efficient 
and  cost  effective. 

Finally,  we  are  proposing  a  change  in  the  implementation  schedule.  We 
believe  it  will  take  us  16  months,  after  receipt  of  funding,  to  establish  the  QICs  and 
start  processing  cases.  Extending  the  implementation  date  would  be  more  realistic  and 
would  give  us  time  to  bid  for  and  contract  with  these  new  entities,  and  to  engage  in 
start-up  activities  such  as  hiring  and  training  staff.  It  will  also  give  us  time  to  develop 
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an  electronic  case  control  system  that  will  help  CMS  manage  these  new  workloads  and 
meet  the  BIPA  requirement  that  each  appellant  have  access  to  the  status  of  the  appeal. 
This  system  will  make  the  appeals  process  more  efficient  by  improving  case  tracking 
and  record  development. 

We  also  want  to  get  started  on  implementing  the  appeals  process  for  coverage 
determinations  as  required  by  BIPA  section  522. 

We  estimate  that  we  will  need  $129  million  in  FY  2004  to  accomplish  these 
reforms.  This  includes  $126  million  to  implement  the  Section  521  provisions, 
amended  as  we  have  proposed,  and  the  related  Medicare  hearing  function,  and 
$3  million  for  start-up  activities  under  section  522.  I  want  to  emphasize  that  this  level 
of  funding  assumes  enactment  of  the  proposed  BIPA  modifications  and  the  provision 
regarding  increased  flexibility  in  the  way  Medicare  hearings  are  conducted. 

Next,  I'd  like  to  briefly  describe  the  progress  we've  made  on  some  of  the 
Secretary's  priorities.  First,  we  have  enhanced  our  outreach  and  education  activities 
with  improved  Medicare  &  You  educational  efforts.  This  includes  a  continuing 
advertising  campaign,  a  continuation  of  expanded  operating  hours — 24  hours/day, 
seven  days/week — at  the  1-800-MEDICARE  call  centers  to  better  meet  beneficiaries' 
needs,  and  improved  Internet  access  to  comparative  information.  The  volume  of  calls 
continues  to  increase  at  a  rate  of  about  30  percent  each  year.  In  FY  2002,  we 
introduced  a  new  beneficiary  decision  tool— the  Medicare  Personal  Plan  Finder— to  our 
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www.medicare.gov  website  allowing  seniors,  family  members,  and  caregivers  to 
compare  benefits,  costs,  options,  and  provider  quality  information. 


Together  with  the  Department,  we  recently  launched  the  national  Nursing 
Home  Quality  Initiative  which  provides  comparative  information  about  the  quality  of 
nursing  homes.  This  is  an  important  step  in  CMS's  comprehensive  quality  strategy.  A 
recently  released  CMS  study  of  22  health  care  measures  found  that  medical  care  for 
Medicare  beneficiaries  has  improved  significantly  since  1998.  We  believe  that  public 
reporting  initiatives  can  further  improve  the  quality  of  health  care  delivery  for  our 
beneficiaries.  We  plan  to  include  similar  information  on  home  health  agencies  in 
FY  2003. 


We  are  also  improving  responsiveness  to  beneficiaries  and  providers.  Our 
"open  door"  policy  forums  facilitate  information  sharing  and  improve  communication 
between  the  agency  and  its  partners  and  beneficiaries.  We  have  held  more  than  140  of 
these  meetings  with  more  than  2,700  in-person  participants  and  1 5,700  participants  on 
our  toll-free  call-in  lines.  We  have  also  established  key  contacts  for  the  States  to 
promote  direct  communication  between  CMS  staff  and  beneficiary  groups. 
Furthermore,  we  have  worked  diligently  over  the  past  two  years  to  reduce  the 
regulatory  burden  on  providers  so  that  they  can  spend  more  time  taking  care  of 
patients.  Many  of  our  actions  have  come  from  recommendations  made  by  the 
Secretary's  Advisory  Committee  on  Regulatory  Reform,  of  which  CMS  was  an  active 
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member.  We  believe  these  are  important  strides  in  our  goal  to  become  more  customer- 
focused. 

Although  we  have  made  significant  progress,  we  still  have  many  important 
plans  for  FY  2004.  First  and  foremost  is  strengthening  Medicare,  one  of  the 
Administration's  top  priorities.  The  President's  budget  dedicates  $400  billion  over 
ten  years  to  support  the  President's  framework  for  improvements  and  comprehensive 
Medicare  modernization.  This  includes  providing  access  to  prescription  drug  coverage 
for  all  beneficiaries,  providing  incentives  to  expand  and  enhance  managed  care 
options,  and  modernizing  fee-for-service  by  protecting  beneficiaries  against  high  out- 
of-pocket  costs.  I  want  to  emphasize  that  the  President's  framework  provides 
beneficiaries  with  more  options— it  does  not  take  away  options.  Medicare  beneficiaries 
who  like  traditional  Medicare  will  be  able  to  stay  in  traditional  Medicare,  with  some 
improvements.  Other  beneficiaries  will  have  other  choices  that  may  better  suit  their 
health  care  needs. 

This  budget  also  supports  the  Administration's  proposal  to  modernize  the 
Medicaid  and  SCHIP  program  by  introducing  more  State  flexibility  and  fiscal  stability 
into  the  program.  Under  our  proposal,  States  would  have  the  option  of  continuing  in 
the  current  Medicaid  program  or  choosing  partnership  allotments.  They  will  also  be 
given  significant  flexibility  to  design  health  insurance  options  for  their  uninsured 
populations.  In  addition,  the  budget  proposes  extending  the  availability  of  expiring 
SCHIP  funds  until  FY  2004. 
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Our  request  also  includes  significant  new  efforts  to  help  disabled  persons  and 
their  families.  The  New  Freedom  initiative  promotes  home  and  community-based  care 
and  represents  part  of  the  Administration's  effort  to  make  it  easier  for  Americans  with 
disabilities  to  be  more  fully  integrated  into  their  communities.  The  budget  also 
proposes  the  extension  of  two  programs — the  Transitional  Medical  Assistance 
program  and  a  program  to  pay  Medicare  Part  B  premiums  for  certain  low-income 
beneficiaries  (QI-1). 

In  an  effort  to  make  the  Federal  Government  more  responsive,  we  have  been 
working  aggressively  to  improve  the  Medicaid  and  SCHEP  waiver  process.  CMS  has 
given  States  more  flexibility  to  expand  insurance  coverage  to  the  uninsured  through 
the  development  of  the  Health  Insurance  Flexibility  and  Accountability 
Demonstration  Initiative  waiver  and  through  the  new  Pharmacy  Plus  waiver.  In 
addition,  we  have  developed  Independence  Plus  waivers,  which  expedite  the  ability  of 
States  to  offer  families  greater  opportunities  to  take  charge  of  their  own  health  and 
direct  their  own  care.  Streamlined  templates  were  developed  for  these  three  types  of 
waivers,  which  facilitate  provision  of  information  and  can  streamline  Federal  review 
and  approval. 

Another  high  priority  for  us  is  improving  our  accountability.  We  are 
refocusing  our  program  integrity  efforts  so  that  we  can  better  differentiate  between 
fraudulent  providers  and  those  who  make  honest  billing  mistakes.  We  also  plan  to  use 
$20  million  from  the  Health  Care  Fraud  and  Abuse  Control  account  to  improve  the 
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fiscal  integrity  of  the  Medicaid  and  SCHIP  programs  and  to  strengthen  Federal 
oversight  of  the  States'  financial  practices. 

We  are  also  committed  to  improving  our  financial  performance.  Our  FY  2004 
request  includes  $57  million  to  continue  building  a  financial  management  system  that 
is  compliant  with  the  Federal  Financial  Management  Improvement  Act.  This  system, 
the  Healthcare  Integrated  General  Ledger  Accounting  System  (HIGLASj,  is  a  vital 
component  in  the  Secretary's  initiative  to  centralize  the  Department's  financial 
accounting  processes  through  its  Unified  Financial  Management  System.  When  fully 
implemented.  HIGLAS  wall  integrate  CMS  financial  data  in  a  uniform  way  and  replace 
our  current  legacy  systems. 

In  addition,  our  FY  2004  budget  is  predicated  on  achieving  greater 
administrative  efficiency.  This  includes  managing  our  workforce  more  effectively, 
increasing  employee  skill  levels,  responding  to  Congress  and  other  groups  more 
promptly,  and  managing  our  work  more  strategically.  Although  we  already 
accomplish  most  of  our  operational  activities  through  outside  contractors,  we  continue 
to  analyze  opportunities  for  competitive  sourcing. 

Finally,  I  would  like  to  say  a  word  about  the  Government  Performance  and 
Results  Act  (GPRA)  and  our  annual  performance  plan.  This  plan  complements  and 
supports  the  agency's  FY  2004  budget,  and  is  integral  to  it.  The  agency  is  confident 
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that  performance  measurement  under  GPRA  will  substantially  improve  management 
of  CMS  and  its  programs. 

One  of  our  GPRA  goals  is  to  reduce  improper  payments  made  under  the 
Medicare  fee-for-service  (FFS)  program.  We  have  reduced  the  national  FFS  error  rate 
by  more  than  half  since  the  Department  began  tracking  it  in  FY  1996.  To  build  on  this 
success,  we  will  fully  implement,  in  FY  2003,  a  Comprehensive  Error  Rate  Testing 
program  which  will  identify  provider-  and  contractor-specific  error  rates  so  that  we 
can  take  more  effective  corrective  action  and  better  manage  Medicare  contractor 
performance.  We  are  also  committed  to  reducing  Medicaid  and  SCHIP  payment  error 
rates.  This  request  supports  the  development  of  payment  accuracy  measurement 
methodologies  for  these  programs. 

Now  I  would  like  to  discuss  CMS's  FY  2004  budget  request  and  the  three 
accounts  for  which  this  Committee  makes  appropriations:  Grants  to  States  for 
Medicaid;  Payments  to  the  Health  Care  Trust  Funds;  and  CMS  Program  Management. 
I  will  briefly  highlight  the  first  two  accounts  and  then  discuss  CMS's  Program 
Management  request  in  more  detail  since  Program  Management  funds  are  key  to 
accomphshing  our  priorities. 

GRANTS  TO  STATES  FOR  MEDICAID 

In  FY  2004,  the  Medicaid  program  will  serve  more  than  42  million  eligible 
persons.  Federal  Medicaid  obligations  for  FY  2004  are  estimated  at  almost 
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$177  billion,  an  increase  of  8.8  percent  over  the  FY  2003  estimate.  Combined  Federal 
and  State  Medicaid  expenditures  are  projected  to  be  $310.4  billion  in  FY  2004,  of 
which  the  Federal  share  is  about  57  percent. 

PAYMENTS  TO  HEALTH  CARE  TRUST  FUNDS 

Our  FY  2004  request  of  $95.1  billion  includes  a  Federal  general  revenue 
contribution  to  the  Supplementary  Medical  Insurance  (SMI)  Trust  Fund  of 
$94.5  billion,  an  increase  of  $13.6  billion  from  the  FY  2003  appropriation. 

PROGRAM  MANAGEMENT 

Our  FY  2004  Program  Management  request  is  $2.7  billion,  an  increase  of 
$168.6  million,  or  6.6  percent,  over  the  enacted  FY  2003  appropriation.  This  funding 
level  will  allow  us  to  perform  our  operational  functions  and  fund  key  budget  priorities 
such  as  implementing  appeals  reform  and  improving  beneficiary  education.  This 
budget  supports  a  total  of  4,486  FTEs,  a  decrease  of  175  FTEs  from  our  current 
FY  2003  estimate. 

Our  Program  Management  request,  while  less  than  one  percent  of  total 
program  outlays,  supports  a  host  of  activities.  In  fact,  none  of  the  $45 1  billion  in 
Federal  program  benefit  payments  could  be  paid  without  the  activities  and  projects 
funded  from  this  discretionary  account. 
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I  would  now  like  to  discuss  briefly  the  line  items  that  comprise  Program 
Management:  Medicare  Operations,  Federal  Administration,  Medicare  Survey  and 
Certification,  Research,  Demonstration  and  Evaluation  and,  new  in  FY  2004,  the 
CMS  Revitalization  Plan. 

MEDICARE  OPERATIONS 

The  FY  2004  Medicare  Operations  request  of  $1,776.9  million  reflects  an 
increase  of  $1 10.2  million,  or  6.6  percent,  over  the  FY  2003  appropriation.  This 
request  funds  the  50  or  so  private  Medicare  contractors  who  will  process  and  pay 
1.1  billion  fee-for-service  claims,  answer  45  million  inquiries,  process  almost 
8  million  appeals,  enroll  and  educate  providers,  assist  beneficiaries,  and  carry  out  other 
responsibilities  on  CMS's  behalf.  In  addition,  it  funds  other  activities  that  support 
these  contractors,  such  as  systems  maintenance  and  data  communications.  It  also 
supports  various  legislative  mandates  and  Medicare+Choice  activities. 

We  are  asking  for  $122  million  to  continue  supporting  the  various  activities  in 
our  National  Medicare  &  You  Education  Program,  including  $12.5  million  for  the 
State  Health  Insurance  Assistance  Program.  In  addition,  $35.1  million  will  be 
dedicated  to  the  HIPAA  administrative  simplification  and  privacy  regulation 
provisions,  including  $10  million  (and  10  FTEs)  to  begin  HEPAA  enforcement 
activities.  We  have  also  placed  special  emphasis  on  projects  that  bolster  the 
Secretary's  efforts  to  move  HHS  forward  in  the  area  of  information  technology, 
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including  $53.3  million  for  HIGLAS  and  $14  million  to  support  the  Secretary's  efforts 
to  modernize  and  strengthen  the  Department's  systems  environment. 


FEDERAL  ADMINISTRATION 

The  Federal  Administration  portion  of  the  Program  Management  account 
supports  the  day-to-day  operations  of  CMS's  headquarters,  as  well  as  our  10  regional 
offices.  The  FY  2004  request  of  $580.6  million  represents  an  increase  of  $8.8  million, 
or  1 .5  percent,  over  the  FY  2003  appropriation.  This  line  item  covers  salaries  and 
benefits  of  CMS's  Federal  employees  as  well  as  information  technology  costs  and 
operating  costs  for  all  of  our  offices.  It  includes  $3  million  for  BIPA  section  522  start- 
up activities,  $3.7  million  for  HIGLAS,  and  $13  million  for  the  Administration's 
Healthy  Start,  Grow  Smart  program  for  mailing  13  months  of  brochures  to  new 
mothers  on  Medicaid. 


MEDICARE  SURVEY  AND  CERTIFICATION 

The  Medicare  Survey  and  Certification  activity  ensures  that  facilities 
participating  in  Medicare  meet  Federal  health,  safety  and  program  standards.  The 
Medicaid  survey  and  certification  counterpart  is  funded  through  the  grants  to  States  for 
Medicaid  appropriation.  Survey  and  certification  activities  seek  to  secure  quality 
services  for  all  Medicare  and  Medicaid  beneficiaries.  The  FY  2004  Medicare  Survey 
and  Certification  budget  request  is  $247.6  million,  a  decrease  of  $5.1  million  or 
2.0  percent  below  the  FY  2003  appropriation,  but  equal  to  our  FY  2003  request.  This 
level  will  allow  CMS  to  continue  inspecting  long-term  care  facilities  and  home  health 
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agencies  at  the  legislatively  mandated  frequencies.  All  other  provider  types  will  be 
inspected  at  the  same  frequency  as  in  FY  2003.  We  expect  a  total  of  more  than 
23,000  inspections  and  almost  48,000  visits  in  response  to  complaints. 

The  FY  2004  budget  request  includes  $40  million  for  the  Nursing  Home 
Oversight  Improvement  Program  (NHOIP).  Of  this  amount,  $35.2  million  will  be 
funded  from  the  Medicare  Survey  and  Certification  account  and  the  remaining 
$4.8  million  will  be  funded  from  the  Federal  Administration  account.  The  NHOIP  has 
been  successful  at  providing  training  to  State  surveyors,  monitoring  abuse  prevention 
efforts,  becoming  more  responsive  to  complaints,  and  developing  State  sanction 
options.  We  will  continue  these  current  activities  and  others  to  ensure  that  Medicare 
beneficiaries  in  nursing  homes  receive  quality  care  in  a  safe  environment.  We  have 
made  significant  strides  in  the  areas  targeted  by  the  NHOIP  and  we  are  committed  to 
continue  working  with  residents  and  their  families,  advocacy  groups,  providers,  States, 
and  Congress  to  ensure  that  residents  receive  the  quality  care  and  protection  they 
deserve. 

RESEARCH,  DEMONSTRATIONS  AND  EVALUATIONS 

The  FY  2004  request  for  Research,  Demonstrations  and  Evaluations  is 
$63.4  million,  a  decrease  of  $10.3  million  from  the  FY  2003  appropriation.  This 
request  includes  $40  million  for  Real  Choice  Systems  Change  grants,  $3  million  for 
the  New  Freedom  Initiative  demonstration  activities  intended  to  address  workforce 
shortages  of  community  service  direct  care  workers,  and  $20.4  million  for  a  limited 
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number  of  new  and  continuing  projects,  including  the  Medicare  Current  Beneficiary 
Survey,  and  projects  mandated  by  recent  legislation.  Our  request  is  consistent  with  the 
Department's  plans  to  streamline  research  through  its  Research  Coordination  Council. 

REVITALIZATION  PLAN 

CMS's  FY  2004  request  includes  $65  million  in  two-year  money  to  initiate  a 
new,  multi-year  investment  fund  to  revitalize  CMS  systems  operations.  Previous 
efforts  have  been  compromised  by  the  competition  for  limited  discretionary  budget 
resources  and  CMS's  growing  claims  processing  and  legislative  mandate  workloads. 
Designating  the  CMS  Revitalization  Plan  as  a  new,  separate  line  item  within  CMS's 
Program  Management  account  will  ensure  that  these  funds  are  dedicated  to 
overhauling  outdated  technologies,  policies,  and  procedures  and  to  the  continuing 
effort  to  bring  the  Medicare  and  Medicaid  programs  into  the  21st  Century.  In  2004, 
the  revitalization  plan  will  focus  on  systems-related  (information  technology) 
activities.  Over  half  of  this  first-year  request  will  be  used  to  address  known  security 
risks  and  vulnerabilities,  develop  systems  security  plans,  and  implement  an  on-going 
security  program.  The  balance  will  be  used  to  begin  to  modernize  the  Medicare  fee- 
for-service  claims  processing  systems,  develop  a  modern  data  warehousing 
environment,  and  invest  in  e-gov  security  infrastructure  modernization. 

Last,  the  Administration  is  proposing  user  fees  to  help  improve  the  efficiency 
of  claims  and  appeals  processing.  I  would  like  to  briefly  describe  our  two  user  fee 
proposals  for  this  budget. 
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USER  FEE  PROPOSALS 

FY  2004  user  fee  proposals  total  $201  million,  and  include  fees  for  the 
submission  of  duplicate  or  unprocessable  claims  and  a  fee  for  providers  who  file  an 
appeal  with  the  new  qualified  independent  contractors  or  QICs.  We  believe  that  these 
user  fees  are  sound  policy  that  will  lead  to  positive  change  in  the  Medicare  program,  if 
enacted.  For  example,  the  duplicate  and  unprocessable  claims  fee  ($2.50)  will  deter 
providers  from  submitting  time-consuming,  wasteful  claims.  Similarly,  the  $50 
appeals  filing  fee  will  heighten  provider  awareness  of  the  reformed  appeals  process 
and  deter  frivolous  appeals. 

Since  our  FY  2004  request  reflects  our  total  funding  needs,  the  enacted  user 
fees  would  offset  our  appropriation  by  the  amount  of  the  proposal.  We  are  eager  to 
work  with  the  Subcommittee  to  ensure  that  CMS's  funding  level  is  sufficient  to  meet 
its  program  responsibilities. 

CONCLUSION 

Our  FY  2004  Program  Management  request — a  6.6  percent  increase  above  the 
FY  2003  appropriation —  will  meet  our  basic  operational  needs  while  supporting  the 
Administration's  goals  and  improving  beneficiary  education  and  providing  health  care 
choices  for  our  beneficiaries.  We  believe  we  can  continue  to  make  meaningful 
changes  to  the  programs  we  administer  within  these  funding  levels. 
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Thank  you  for  the  opportunity  to  present  CMS's  FY  2004  budget  request.  I 
look  forward  to  working  with  you,  Mr.  Regula,  and  with  this  Subcommittee,  and  am 
happy  to  respond  to  any  questions  or  suggestions  that  you  may  have. 
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Tom  Scully  was  confirmed  by  the  United  States  Senate  and  was  sworn  in  as  the 
Administrator  of  the  Centers  for  Medicare  &  Medicaid  Services  (CMS)  in  May  2001.  As  the 
Administrator  of  CMS,  Tom  serves  as  the  Chief  Executive  Officer  (CEO)  of  the  largest  health 
insurance  organization  in  the  world.  CMS  is  responsible  for  the  management  of  Medicare, 
Medicaid,  the  State  Children's  Health  Insurance  Program,  and  other  national  health  care 
initiatives.  CMS's  operating  budget  is  larger  than  the  gross  domestic  product  of  all  but  seven 
nations,  and  has  the  largest  budget  outlay  of  the  Federal  Government  if  the  state  portion  of 
Medicaid  is  included.  It  is  directly  responsible  for  SI  out  of  every  S3  spent  on  health  care  in  the 
United  States.  The  organization  insures  28  percent  of  the  population  of  the  United  States  (almost 
82  million  beneficiaries),  including  the  elderly,  the  disabled,  and  the  lowest  income  individuals 
in  the  country.  CMS  processes  over  one  billion  claims  each  year  and  it  contracts  with  over 
one  million  providers. 

Prior  to  assuming  responsibility  as  the  Administrator  of  CMS,  Tom  served  as  President 
and  CEO  of  the  Federation  of  American  Hospitals,  the  trade  association  representing  the 
Nation's  1,700  privately  owned  and  managed  community  hospitals  and  health  systems  from 
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joining  the  law  firm,  Tom  worked  at  the  White  House  as  Deputy  Assistant  to  the  President  and 
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and  Human  Services,  Education,  Labor  and  Veterans  Affairs.  He  also  advised  President  Bush  on 
health  care  policy,  Medicare  and  Medicaid  payment  reform. 

In  1988,  Tom  served  on  the  communications  staff  of  the  Bush-Quayle  campaign  and  as 
Deputy  Director  of  Congressional  Affairs  for  the  President-Elect's  transition  team.  From  1986- 
1988,  he  was  an  attorney  with  Akin,  Gump,  Strauss,  Hauer  &  Feld,  LLP.  He  also  worked  on 
Capitol  Hill  from  1981-1985  as  staff  assistant  to  U.S.  Senator  Slade  Gorton  (R-WA)  and  from 
1979-1981  at  the  Federal  Election  Commission.  Tom  served  on  the  board  of  directors  of  Oxford 
Health  Plans  and  of  DaVita  Corporation,  two  of  the  Nation's  largest  health  care  service  providers 
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Tom  holds  a  juris  doctor  degree  from  Catholic  University  and  a  bachelor's  degree  from 
the  University  of  Virginia. 


726 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  MANAGEMENT  AND  BUDGET 
BIOGRAPHICAL  SKETCH 


NAME:  Kerry  N.  Weems 

POSITION:  Deputy  Assistant  Secretary  for  Budget 

BIRTHPLACE :       Portales,  New  Mexico 

EDUCATION:        B.A.,  Philosophy,  New  Mexico  State  University,  1978 
BBA,  Management,  New  Mexico  State  University  1978 
MBA,  University  of  New  Mexico,  1981 

EXPERIENCE: 

January  24-Present     Acting  Assistant  Secretary  for  Budget,  Technology  and  Finance 
June  2002-  Present     Deputy  Assistant  Secretary  for  Budget,  HHS 

Acting  Deputy  Assistant  Secretary  for  Budget,  HHS 
Director,  Division  of  Budget  Policy,  Execution  and  Management,  HHS 
Chief,  Budget  Planning  Branch,  HHS 
Program  Analyst,  Office  of  Budget,  HHS 


2001  -2002 
1996-2002 
1991  -  1996 
1988-  1991 
1983  -  1988 


Program  and  Budget  Analyst,  HHS 
(Social  Security  Administration) 


1981  -  1983  Staff  Member,  United  States  Senate 

HONORS  AND  AWARDS: 

2001  Presidential  Rank  Award 

1995  Secretary's  Distinguished  Service  Award 

1 993  HHS  Senior  Management  Citation 


727 


Mr.  Regula.  Thank  you.  And  I  will  have  a  number  of  questions 
for  the  record.  But  just  to  expedite  we  will  at  least  hold  off  for  the 
moment. 

Ms.  Roybal-Allard. 

CALIFORNIA  WAIVER 

Ms.  Roybal-Allard.  Okay.  Thank  you,  Mr.  Chairman.  And  I 
will  submit  any  questions  that  I  have  as  well.  But  I  do  want  to 
thank  Mr.  Scully  for  the  tremendous  job  that  he  did  in  helping 
with  resolving  the  California  waiver.  I  know  it  was  a  difficult  situa- 
tion and  we  really  appreciate  everything  that  you  and  the  Sec- 
retary did. 

As  you  know,  however,  we  still  have  some  ongoing  issues  given 
the  fact  that  we  have  such  a  high  number  of  uninsureds  in  our  Na- 
tion. In  fact,  it  is  probably  the  number  one — L.A.  County  is  prob- 
ably number  one  in  the  Nation  with  about  2.5  million  uninsured 
out  of  a  total  population  of  9.5. 

One  of  the  issues  that  was  not  resolved  was  the  disproportionate 
share  reform  proposal,  and  my  understanding  is  that  the  State  is 
preparing  its  proposal  and  that  there  has  been  a  commitment  by 
CMS  to  resolve  that  issue,  hopefully  favorably,  within  60  days,  and 
I  am  just  wondering  if  that  still  is  a  realistic  goal,  if  you  anticipate 
any  problems. 

Mr.  Scully.  No.  My  understanding  when  we  resolved  the  L.A. 
County  waiver,  which  I  think  the  Governor  was  happy  with  and 
the  Secretary  is  happy  with,  it  took  about  a  year.  It  was  not  always 
easy  but  we  are  glad  it  worked  out  well.  We  couldn't  work  out  the 
disproportionate  share  adjustment  at  the  time  and  I  told  them  as 
soon  as  they  were  ready  to  talk  about  it  we  would  work  on  it.  My 
understanding  is  that  they  have  not  come  back  and  asked  me  any- 
thing yet.  But  we  are  talking  to  Sacramento  on  coming  to  me  soon. 
But  I  made  a  commitment  to  work  it  out.  If  at  all  possible  we  will 
definitely  do  that. 

Ms.  Roybal-Allard.  Okay.  Thank  you. 

Mr.  Regula.  Dr.  Weldon. 

PORTABLE  X-RAYS 

Dr.  Weldon.  Thank  you,  Mr.  Chairman  and  Mr.  Scully.  I  com- 
mend all  of  your  employees  who  are  over  there  in  some  capacity 
or  in  the  military  and  I  commend  you  for  bringing  up  their  service 
to  our  country  in  this  difficult  time.  Certainly,  I  also  commend  you 
for  the  hard  work  that  you  do.  I  often  only  bring  you  my  complaints 
and  I  never,  not  frequently  enough,  bring  you  my  commendations. 
So  I  appreciate  the  hard  work  you  do.  I  know  it  is  a  tough  job. 

Just  a  couple  of  quick  points.  The  portable  x-ray  issue,  I  continue 
to  feel  very  strongly  that  the  service  that  they  provide  the  Medi- 
care system  both  improves  quality  and  reduces  costs,  and  I  appre- 
ciate the  headway  we  have  made  in  that  arena.  I  think  that  entire 
industry  was  going  to  collapse  were  it  not  for  the  interventions  that 
were  made.  I  still  think  more  needs  to  be  done  and  that  the  indus- 
try is  in  a  precarious  state  and,  having  used  them,  I  still  feel  that 
they  dramatically  save  a  significant  amount  of  money  and  defi- 
nitely improve  quality. 
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PRESCRIPTION  DRUGS 

On  the  issue  of  prescription  drugs,  I  would  just  like  to  revisit 
with  you  in  the  future  a  billable  service  for  consulting  patients  on 
their  prescriptions.  I  know  that  is  an  issue  that  would  be  very 
prone  to  fraud  and  abuse,  and  so  any  changes  in  the  coding  that 
would  allow  that  would  have  to  be  done  very,  very  carefully.  But 
I  can  just  tell  you  from  experience,  having  practiced  in  Florida,  I 
had  lots  and  lots  of  patients  move  to  Florida  from  the  Northeast, 
Midwest  that  come  in  and  they  typically  have  complaints  related 
to  side  effects  or  costs  of  their  drugs,  and  I  frequently  have  to 
spend  a  lot  of  time  with  them  to  adjust  their  medication  regimens, 
get  them  on  generics,  and  I  would  have  made  much  more  money 
if  I  saw  a  little  skin  tag  somewhere  and  just  clipped  it  off,  spent 
about  20  seconds  doing  that  and  quickly  sewed  it  up,  or  better  yet, 
just  froze  it  so  I  didn't  have  to  do  any  type  of  suturing.  And  to  me, 
it  contributes  to  cost  and  it  could  be  a  big  factor  if  we  create  a  pre- 
scription drug  plan.  Because  most  docs,  they  just  fill  out  the  pre- 
scription, they  hand  it  to  the  patient  and  they  don't  really  care  who 
is  going  to  pay  for  that  drug.  In  my  experience  better  than  90  per- 
cent of  the  time  I  could  reduce  costs,  but  I  didn't  get  anything  out 
of  it. 

DEFENSIVE  MEDICINE 

The  other  thing  I  just  want  to  mention,  and  maybe  this  is  not 
in  your  bailiwick,  is  the  issue  of  defensive  medicine.  There  was  a 
very  nice  study — you  probably  heard  about  it.  It  came  out  of  the 
Stanford  University  School  of  Economics — looked  at  the  California 
MICRA  reforms  and  billable  services  under  two  diagnostic  codes.  I 
think  it  was  unstable  angina  and  myocardial  infarction.  Showed  a 
dramatic  reduction  in  charges  that  was  not  associated  with  any  in- 
crease in  morbidity  or  mortality,  essentially  demonstrating  that  de- 
fensive medicine  is  real  and  it  is  very  costly,  and  when  those  caps 
were  put  in  place  in  California  charges  under  those  two  diagnostic 
codes  for  the  Medicare  plan  declined  significantly  without  any  sig- 
nificant increase  in  morbidity  and  mortality.  The  authors  of  the 
study  went  on  to  extrapolate  that  the  Medicare  plan  could  save  bil- 
lions of  dollars. 

I  know  defensive  medicine  is  real.  I  practiced  it  every  single  day 
in  my  clinical  practice.  You  think  of  what  they  most  likely  have. 
You  order  the  test  to  diagnose  that,  and  then  you  think  of  all  the 
other  things  they  could  have  that  you  could  get  sued  for  and  you 
order  tests  for  all  those  other  things  even  though  you  don't  think 
they  have  that,  but  you  just  don't  want  to  get  sued.  And  to  me, 
with  the  resources  that  are  at  your  disposal,  this  is  the  kind  of  re- 
search that  you,  or  I  guess  one  of  your  sister  agencies,  who  I  be- 
lieve— are  we  going  to  hear  from  them  later?  Agency  for  Healthcare 
Research  Quality.  I  mean,  we  should  be  aggressively  studying 
these  things  because  the  authors  of  the  Stanford  study  claim  that 
this  was  the  first  study  that  showed  scientifically  that  defensive 
medicine  was  real.  And  they  extrapolated — and  this  was  published 
in  1995 — that  the  cost  to  our  health,  entire  health  care  system  for 
defensive  medicine  was  $100  billion  a  year.  I  would  assume  today's 
economy,  8  years  later,  that  is  a  $200  billion  a  year  cost. 
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I  know  I  threw  a  lot  of  things  at  you  quickly.  Thank  you,  Mr. 
Chairman.  I  yield  back. 

Mr.  Regula.  It  is  interesting  to  get  your  comment.  I  think  that 
is  a  real  problem,  because  I  have  had  friends  that  they  test  them 
to  death,  you  know,  and  of  course  it  all  goes  on  the  bill  and  I  some- 
times think  that  is  a  fundraiser. 

Dr.  Weldon.  Yeah.  I  could  tell  you  some  really  interesting  things 
about  this  issue  and  it  is  definitely  a  major  cost  driver,  and  a  lot 
of  people  in  the  Congress  feel  that  medical  malpractice  is  a  State 
issue  and  it  is  not  a  Federal  issue,  and  I  have  to  disagree  with 
them  very  strongly.  We  have  the  fiduciary  responsibility  for  main- 
taining the  solvency  of  the  Medicare  plan  for  senior  citizens  and  we 
are  talking  about  adding  a  prescription  drug  benefit  which  will  be 
extremely  costly.  And  if  you  have  a  nationwide  intervention  that 
can  save  billions  and  billions  of  dollars,  I  think  that  is  very  much 
a  Federal  issue. 

Mr.  Regula.  Thank  you.  For  the  members  that  just  came  in,  be- 
cause we  will  have  the  supplemental  on  the  floor  once  the  rule  is 
adopted  we  have  to  adjourn.  So  I  am  trying  to  get  the  two  agencies 
out  and  finish  this  thing  before  we  get  cut  off. 

Mrs.  Lowey. 

Mrs.  Lowey.  Thank  you  very  much,  Mr.  Chairman.  I  wonder  if 
there  is  a  doctor  in  the  house. 

Dr.  Weldon.  I  would  be  happy  to  look  at  you  later. 

Mrs.  Lowey.  I  think  it  is  going  around,  whatever  it  is.  Thank 
you  for  appearing  before  us. 

MEDICAID  REFORM 

The  administration's  Medicaid  reform  proposal  would  essentially 
block  grant  the  program.  Could  you  please  tell  the  committee  what 
formula  CMS  would  use  to  determine  the  base  amount  of  Medicaid 
funding  for  participating  States  under  this  proposal?  For  example, 
do  you  have  any  idea  or  have  you  calculated  how  much  a  State  like 
New  York,  which  is  currently  spending  roughly  39  million  of  its 
$80  million  budget  on  Medicaid  would  receive? 

Mr.  Scully.  Yes.  It  is  an  individual  grant  and  I  would  disagree 
that  it  obviously  is  a  block  grant.  We  don't  think  it  is.  We  basically 
try  to  give  the  States  the  flexibility  to  get  through  a  down  economic 
time.  What  the  States  came  in  and  asked  for  was  a  2  percent  in- 
crease in  their  Federal  matching  grant.  And  essentially  what  we 
did  was  we  put  that  amount  of  money,  $3.2  billion,  in  to  fund  it 
up  front. 

And  it  is  totally  voluntary.  Even  if  the  legislation  passed,  no 
State  would  have  to  do  it.  New  York  would  only  do  it  if  they  chose 
to.  New  York  would  essentially  build  its  own  baseline  based  on 
New  York's  spending.  This  is  the  same  thing  we  do  in  any  State 
now  with  a  waiver.  We  have  done  it  with  Tennessee,  Oregon,  and 
many  states.  We  did  it  with  California  very  recently.  We  would  say, 
''What  is  New  York  spending  over  the  next  10  years?"  To  get 
through  this  tough  time  we  give  them  a  bump  up  in  the  first  3  or 
4  or  5  years,  and  over  10  years  it  would  have  to  be  budget  neutral. 
But  it  doesn't  change  who  the  States  can  drop.  One-third  of  the 
people  in  the  Medicaid  program  are  optional  populations  and  two- 
thirds  of  the  spending  is  optional,  nationally.  New  York  is  a  little 
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different.  About  one-half  of  the  people  are  optional  and  that  makes 
up  roughly  three-quarters  of  the  spending.  Any  State  can  drop  op- 
tional populations  any  time  they  like  and  many  States  are.  And  we 
are  very  proud  of  the  fact  we  expanded  the  Medicaid  and  the  State 
Children's  Health  Insurance  Program  population  in  the  first  2 
years  by  about  2.2  million  people.  But  States  are  feeling  economic 
squeezes  and  they  are  dropping  people  whether  we  like  it  or  not. 

Mrs.  Lowey.  What  do  they  do  with  those  people?  Who  are  they? 

Mr.  Scully.  We  have  expanded  coverage.  In  New  York  we  ex- 
panded coverage  by  over  600,000  people  in  the  last  2  years,  and  I 
think  that  we  are  happy  about  that.  But  obviously  States  are  feel- 
ing budget  squeezes  and  they  are  dropping  people.  If  New  York  de- 
cides to  drop  Medicaid  populations  they  not  only  lose  the  State  dol- 
lar, they  also  lose  the  Federal  dollar.  So  what  we  essentially  said 
is  for  the  optional  populations  that  they  can  drop  at  their  will  any 
time  they  like.  We  are  going  to  let  you  keep  our  dollar.  We  don't 
want  you  to  drop  your  dollar.  But  if  New  York  has  to  cut  we  will 
let  you  keep  the  Federal  dollars  up  front,  but  over  the  next  10 
years  it  has  got  to  come  out,  when  the  economic  times  are  better, 
to  be  roughly  the  same  budget.  But  we  are  talking  about  estimated 
increases  in  almost  every  State  of  10  percent  a  year  for  the  next 
10  years. 

The  Medicaid  program,  for  instance,  when  I  left  the  government 
in  1992,  I  think  had  a  $34  billion  budget.  It  is  now  $310  billion  this 
year.  So  Medicaid  is  growing  at  10  percent  a  year.  All  we  basically 
said  is,  in  tough  economic  times,  to  help  avoid  the  States  dropping 
people,  we  will  give  you  our  money  up  front  now.  But  over  the  next 
10  years  maybe  your  growth  rate  this  year  from  the  Federal  Gov- 
ernment will  be  14  percent  instead  of  10.  But  in  years  8,  9  and  10 
it  might  have  to  be  8  percent  instead  of  10. 

So  it  really  is  not  a  block  grant.  What  it  basically  is  is  a  macro 
waiver  to  give  the  States  the  opportunity  to  work  through  difficult 
economic  times  so  they  won't  drop  people.  It  doesn't  take  one  dollar 
out  of  the  system.  It  adds  a  lot  of  money  up  front,  and  basically 
it  is  our  way  of  trying  to  let  the  States  get  through  the  next  few 
years  without  having  to  drop  people  from  the  Medicaid  program, 
and  it  definitely  does  not  block  grant  anything.  It  basically  doesn't 
affect  the  mandatory  populations  at  all.  New  York  is  still  required 
to  cover  everybody  in  the  Medicaid  program  that  is  a  mandatory 
requirement  to  be  covered.  They  get  funded  as  they  do  now  for  the 
mandatory  program.  It  only  affects  optional  populations,  which  the 
State  can  drop  any  time  it  likes,  and  unfortunately  they  are. 

Mrs.  LOWEY.  Unfortunately  they  are.  That  is  a  longer  discussion. 

Mr.  Scully.  Well,  the  Governors  are  in  a  tough  situation  and  I 
think  their  request  was  to  have  us  come  in  and  just  increase.  New 
York's  a  50/50  State.  The  poorest  State,  Mississippi,  is  77/23.  New 
York  would  like  to  come  in  and  have  us  say,  "Why  don't  you  give 
us  52  percent  Federal  and  48  percent  State?"  And  our  concern  is 
that  it  doesn't  cover  any  more  people.  It  just  cashes  out  a  Federal 
dollar  for  a  State  dollar  and  substitutes  for  a  Federal  dollar.  And 
also  it  would  not  be  temporary.  Once  those  increases  happen  they 
never  come  back.  We  effectively  are  doing  the  same  thing,  putting 
exactly  the  same  amount  of  money  in.  $3.2  billion  is  roughly  a  2 
percent  Federal  Medical  Assistance  Percentage  in  the  first  year. 
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And  we  are  putting  in  the  same  amount  of  money  but  saying  it  is 
not  permanent.  We  are  going  to  do  it  for  the  next  couple  of  years 
to  give  you  the  flexibility  to  work  through  this  time  of  economic 
squeeze. 

But  I  would  and  Secretary  Thompson,  if  he  were  here,  would 
jump  up  and  down.  He  is  a  former  Governor.  This  is  largely  his 
idea.  We  look  at  it  as  a  way  to  have  the  States  work  through  the 
next  couple  of  years.  This  is  definitely  not  a  block  grant. 

OUTLIER  PAYMENTS 

Mrs.  Lowey.  Okay.  I  think  I  will  go  on  to  the  next  because  I 
have  further  questions  about  that  one.  I  understand  that  Medicare 
began  examining  its  payment  rules  last  year  after  the  Tenet 
Health  Care  Corporation  system.  I  certainly  applaud  CMS  for  try- 
ing to  eliminate  fraud  and  abuse.  However,  I  am  concerned  that 
some  of  the  proposed  changes  punish  hospitals  that  have  been  good 
players  because,  as  you  know,  CMS  proposed  increasing  the  eligi- 
bility threshold  for  inpatient  outlier  payments.  And  I  am  concerned 
that  the  threshold  increase  will  penalize  the  very  hospitals  caring 
for  the  costlier  sickest  patients  should  CMS  reduce  the  outlier 
thresholds,  so  we  aren't  punishing  the  hospitals  that  have  been 
fairly  billing  Medicare. 

Mr.  Scully.  Well,  I  would  agree.  I  have  been  a  very  strong  advo- 
cate of  that  position.  The  outlier  thing  may  sound  minor,  but  it  is 
not.  We  set  aside  in  the  Medicare  program  about  5  percent  of  the 
total  paid  for  inpatient  hospital  care,  or  about  $4  billion,  for  high 
cost  outliers. 

Now  the  system  melted  down.  It  wasn't  just  Tenet  Health  Care. 
Tenet  was  probably  the  most  egregious.  They  have  actually  stopped 
billing  us  for  this.  But  there  are  probably  200  to  300  hospitals  that 
were  totally  gaming  the  system  in  a  very  bad  way  and  I  think  we 
are  in  process  of  shutting  it  down.  I  spent  about  2  hours  yesterday 
with  the  Hospital  Association  and  some  of  the  other  groups.  I  have 
talked  to  Ken  Rask  of  the  Greater  New  York  Hospital  Association. 
We  have  a  draft  rule  out  there  to  shut  this  down.  It  is  the  biggest 
scam  I  have  ever  seen  in  20  years  of  working  on  the  Medicare  pro- 
gram. I  think  we  are  fixing  it  appropriately.  We  are  going  to  try 
to  do  it  without  having  any  inappropriate  affects  on  anybody.  But, 
you  know,  I  have  been  an  advocate  of  lowering  the  outlier  thresh- 
old because  if  we  fix  it  there  the  hospitals  have  been  underpaid  at 
the  same  time.  Unfortunately,  in  2001,  we  set  aside  $3.6  billion 
and  spent  $5.5  billion.  And  if  you  look  back  at  the  last  4  years  in 
a  row,  the  taxpayers,  without  having  it  allocated  in  the  budget, 
spent  almost  $2  billion  a  year,  $1.6  to  $2  billion  in  each  of  the  last 
4  years  without  having  it  in  the  budget,  and  it  just  kind  of  went 
out  of  the  Treasury  through  these  outlier  payments  and  we  didn't 
understand  it. 

So  from  OMB's  perspective,  and  I  am  now  at  least  temporarily 
on  their  side,  it  turned  out  even  though  we  fixed  the  rules  for  the 
first  half  of  this  year  we  are  way  over  budget,  and  at  least  for  this 
year  I  am  afraid  we  are  not  going  to  be  able  to  drop  the  outliers 
and  I  think  I  am  probably  on  the  side  of  OMB  of  keeping  it  where 
it  is  until  we  figure  out  how  this  works.  If  we  can  fix  the  rules  and 
get  the  system  back  on  track  where  the  right  people  are  getting  the 
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right  payments,  I  would  expect  hopefully  next  year  there  will  be  an 
adjustment  that  will  compensate  the  hospitals  that  should  be  get- 
ting paid  the  right  amounts.  But  right  now  for  this  year  we  are 
supposed  to  spend  5.1  percent  of  our  budget  on  hospital  outliers, 
which  is  about  $4  billion,  and  we  are  way,  way  over  budget,  unfor- 
tunately, for  the  last  3  or  4  years.  So  this  system  is  still  very  bro- 
ken, but  we  are  trying  fix  it. 

Mrs.  Lowey.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Regula.  You  didn't  get  a  chance  maybe  to  respond  to  what 
Dr.  Weldon  said  about — do  you  want  to  take  a  minute  and  just  give 
him  your  commentary?  Oh,  I  am  sorry,  he  is  gone. 

PORTABLE  X-RAYS 

Mr.  Scully.  Well,  I  agree  100  percent  with  the  malpractice  and 
I  will  just  compliment  he  and  Mr.  Manzullo  both  for  getting  our  at- 
tention on  portable  x-ray  supplies.  We  spent  a  lot  of  time  fixing 
that.  I  think  the  rates  in  the  last  year,  due  to  his  attention,  have 
gone  up  about  30  percent,  26  percent  in  Florida.  And  I  think  that 
it  has  gotten  us  to  focus  on  it  a  lot  and  I  think  in  many  cases  they 
were  underpaid  and  his  attention  has  definitely  gotten  ours  and 
worked  much  for  the  better.  I  was  just  complimenting  you,  Dr. 
Weldon,  and  Chairman  Manzullo's  efforts  on  portable  x-ray  sup- 
plies, and  I  think  we  may  have  more  work  to  do  but  you  have  got- 
ten our  attention.  I  think  the  payment  is  more  equitable  and  fair 
as  a  result  of  that. 

Dr.  Weldon.  Thank  you. 

Mr.  Regula.  Mr.  Cunningham. 

Mr.  Cunningham.  Thank  you,  Mr.  Chairman.  Thank  you,  Tom. 
Who  says  lawyers  aren't  good  arm  wrestlers? 

CLINICAL  QUALITY  CONTROL  REGULATIONS 

I  want  to  thank  you  for  the  meeting  yesterday  on  cardiodynamics 
and  the  willingness  to  work  with  the  doctors.  I  think  it  is  really, 
really  important.  I  have  got  two  companies  in  my  district, 
BioSIGHT  and  Quidel.  They  have  got  a  little  diagnostic  test  like 
this  for  strep  and  it  has  a  built-in  quality  control  in  here.  And  they 
were  concerned  about  some  recent  regulations  written  by  CMS  and 
the  severe  guidelines  that  haven't  been  published  yet.  And  they 
were  concerned  that  since  they  already  have  the  control  built  into 
the  thing,  will  it  satisfy  the  quality  control  regulations  by  CMS? 

You  can  provide  it  for  the  record  if  you  don't  have  it  right  off  the 
top  of  your  head  on  this  one. 

[The  information  follows:] 

CLIA  DRAFT  SURVEYOR  GUIDELINES  FOR  NEW  STANDARDS 

The  "draft"  Surveyor  Guidelines  have  been  released  for  review  and  feedback  to 
experts  in  the  laboratory  community,  manufacturers,  professional  organizations,  and 
State  and  Regional  CLIA  consultants.  Once  this  feedback  has  been  received  and 
evaluated,  we  anticipate  a  fall  publication  date  for  the  guidelines.  The  guidelines 
will  also  appear  on  our  CLIA  web  site. 

Mr.  Scully.  I  tried  to  figure  this  out  this  morning  because  I 
knew  you  were  going  to  ask.  I  have  to  find  out,  but  I  would  be 
happy  to  meet  with  them  and  talk  with  them.  We  have  some  regs 
on  the  Clinical  Laboratory  Improvement  Amendments  of  1988 
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(CLIA)  coming  out,  I  think,  this  fall,  and  I  think  it  is  unclear  how 
they  would  be  affected. 
[The  information  follows:] 

CLIA  QUALITY  CONTROL  MECHANISMS  UNDER  NEW  RULE 

The  use  of  "internal"  or  "built-in"  controls  is  dependent  on  whether  these  controls 
meet  or  exceed  the  requirements  now  at  42  CFR  Part  493.1256(d)(3).  In  the  event 
they  meet  or  exceed  the  new  requirements,  the  laboratories  must  follow  manufactur- 
er's instructions.  A  laboratory's  decision  to  use  test  systems  with  "internal"  or  "built- 
in"  controls  is  contingent  upon  the  quality  system  the  laboratory  uses  to  ensure  and 
improve  the  accuracy  of  testing  and  whether  these  controls  monitor  the  precision 
and  accuracy  of  the  complete  analytical  process. 

Mr.  Cunningham.  Yes,  sir.  They  were  wondering  if  it  was  going 
to  be  covered  by  CLIA  regulations  since  you  already  had  the  qual- 
ity control  test  built  in  with  the  unit  itself.  Crescent  Healthcare 
also  provides  an  intravenous  immunoglobulin  injection,  and  it  costs 
$10,000  per  time  and  they  have  to  do  it  once  a  month.  If  you  would 
look  at  the  particular  disease,  I  mean,  you  would  turn  your  head 
away  it  is  so  terrible.  But  when  you  administer  this  treatment  it 
goes  away.  I  mean  you  don't  even  know  they  have  the  disease.  And 
it  is  covered  in  a  hospital.  I  think  if  you  look  at  some  of  these  pa- 
tients that  have  this  disease,  I  wouldn't  even  know  how  to  describe 
it,  with  the  skin.  But  some  of  them  it  is  very,  very  difficult  for 
them  to  get  into  the  hospital  just  because  of  the  disease  itself.  And 
this  product  is  not  covered  in  home,  which  would  actually  be  cheap- 
er to  do  it  in  home.  And  again  if  you  could  just  look  at  that  and 
maybe  provide  for  the  record. 

Mr.  Scully.  That  really  comes  to  the  heart  of  the  whole  prescrip- 
tion drug  debate.  This  year,  as  you  know,  we  spent  about  $7  billion 
on  physician-administered  drugs  in  Medicare.  But  we  only  cover 
them  in  the  hospital  and  the  doctor's  office,  and  we  don't  cover  ob- 
viously anything  you  buy  in  a  pharmacy.  We  only  cover  drugs  that 
are  not  usually  self  administrable,  and  that  is  the  whole  issue.  We 
only  cover  drugs  that  are  done  and  infused  in  a  doctor's  office  or 
in  a  hospital,  and  this  is  exactly  the  issue.  We  will  pay  for  it  if  you 
are  in  a  doctor's  office  or  a  hospital,  but  you  can't  have  it  done  at 
home. 

And  there  are  many  examples  of  this.  I  have  rheumatoid  arthri- 
tis. There  are  two  drugs  that  are  very  similar.  We  pay  for  the  one 
that  is  done  in  a  doctor's  office.  The  one  that  is  done  at  home,  we 
don't.  And  that  is  one  of  the  key  issues.  Once  you  expand  beyond 
the  doctor's  office  and  the  hospital  you  go  from  $7  billion  to  prob- 
ably $70  or  $80  billion  a  year  spending,  and  that  is  the  whole  issue 
about  the  coverage  of  prescription  drugs,  which  I  think  includes  the 
blood  products  and  I  think  the  immunoglobulin  falls  into  that  cat- 
egory since  it  is  considered  a  drug  type  product. 

Mr.  Cunningham.  Yes.  And  California  has  got,  my  colleague  dis- 
cussed, you  know,  tremendous  problems  right  now.  There  is  a  $35 
billion  debt.  I  mean  that  is  like  a  national  debt  and  education  is 
being  cut,  MediCal,  all  the  different  things,  and  we  have  a  large 
population.  About  one-half  of  the  children  born  in  California  hos- 
pitals are  to  illegals.  We  have  got  22,000  illegals  in  our  prison  sys- 
tem, which  have  to  be  administered,  and  they  of  course  show  up 
for  health  care  in  emergency  services.  So  it  is  really  taxing  Cali- 
fornia and  I  don't  know  how  we  are  going  to  unbury  ourselves.  But 


734 


we  have  got  a  tremendous  problem  there  and  I  think  if  you  can 
take  a  look  at  it. 

Mr.  Scully.  I  spent  a  lot  of  time  due  to  the  L.A.  waiver  with 
Governor  Davis  and  the  Secretary  of  Health. 

Mr.  Cunningham.  I  want  to  thank  you  for  that.  I  want  to  tell 
you  when  Governor  Davis  held  off  buying  energy  and  he  bought  it 
up  high,  that  delta,  between  buying  high  and  selling  low,  is  $10  bil- 
lion that  is  coming  out  of  our  school  systems  and  Medicare.  So  we 
do  have  a  problem. 

Mr.  Scully.  Well,  we  try  to  be  helpful  to  California,  the  chair- 
man of  the  Rules  Committee,  and  Ms.  Harman,  who  I  just  saw  out- 
side, and  many  other  people  in  the  California  delegation  that  we 
work  closely  with.  You  know  you  have  got  a  massive  problem  in 
California. 

Mr.  Cunningham.  And  we  thank  you  for  that,  sir. 
Mr.  Scully.  But  I  think  we  have  done  our  share  at  least  to  help 
a  little  bit. 

Mr.  Cunningham.  Thank  you,  Administrator  Scully. 
Mr.  Regula.  Mr.  Kennedy. 

Mr.  Kennedy.  Thank  you,  Mr.  Chairman.  Welcome,  Mr.  Scully. 
It  is  good  to  see  you  again.  I  had  a  couple  of  questions  for  you,  one 
in  relation  to  Mrs.  Lowey's  question  earlier  about  the  nature  of  the 
block  grant  which  you  reject  was  a  block  grant  but  which  still 
raises  some  questions  for  us  in  terms  of  what  is  going  to  guarantee 
the  safety  net  coverage  for  people  if  States  do  opt  into  this  ap- 
proach of  managing  Medicaid  funds. 

I  want  to  get  a  couple  of  my  questions  in.  So  that  would  be  the 
first  one.  If  you  could  just  comment  briefly  about  what  may  be 
some  prospects  for  risks,  the  risks  that  you  see  in  this  new  ap- 
proach. It  has  got  to  have  risks  involved  and  it  would  be  nice  to 
hear  what  you  perceive  the  risks  are  yourself. 

Two,  Rhode  Island  has  a  couple  of  waivers  that  we  are  waiting 
on.  One  is  the  Medicare  prescription  drug  waiver  and  that  has 
been  applied  for  and  we  are  still  waiting  on  that.  Anything  we  can 
do  to  help  move  that  along  or  see  where  you  are  in  the  process,  and 
also  the  State  prescription  drug  RIPAY  program  has  a  waiver  that 
is  pending,  terms  of  eligibility  for  purchasing  reduced  prescription 
drugs  through  the  RIPAY  program,  which  you  know  is  a  waiver  in 
itself  for  the  Medicaid,  which  I  like  and  I  would  much  prefer.  I  told 
Secretary  Thompson  that  I  would  much  prefer  to  see  waivers  when 
it  comes  to  Medicaid  than  have  a  wholesale  upending  of  Medicaid 
through  this  new  proposal  that  you  have. 

So  that  would  be  part  two.  And  then  finally,  you  know,  if  I  do 
get  a  chance  I  wanted  to  give  your  attention  to  something  kind  of 
much  different  from  both  of  that.  I  asked  for  a  GAO  report  on 
States  where  families  had  to  give  up  custody  of  their  children  in 
order  for  their  children  to  get  the  services  they  needed,  and  that 
preliminary  GAO  report  is  striking  in  the  extensiveness  to  which 
parents  have  to  give  up  custody  of  their  children  to  ensure  their 
children  receive  appropriate  treatment  for  mental  illness.  But  then 
the  parents  are  locked  out  of  any  treatment  decisions  that  are 
made  on  the  part  of  their  children,  and  that  seems  to  me  disjointed 
and  against  our  whole  concept  of  family  values  and  wanting  to 
keep  families  an  integral  part  of  their  children's  lives. 
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I  know  we  have  problems  where  parents  don't  want  to  be  associ- 
ated with  their  children's  lives.  These  are  parents  who  do  want  to 
be  part  of  their  children's  lives,  but  because  it  is  so  prohibitive  for 
them  to  get  private  insurance  and  it  is  really  not  there  for  their 
severe  disability — the  kids  that  are  suffering  from  mental  illness 
disability,  they  have  to  turn  those  kids  and  relinquish  custody  of 
those  kids  to  the  States. 

So  those  would  be  my  top  three,  and  I  would  have  others  for  a 
second  round  of  questions. 

Mr.  Regula.  Okay. 

MEDICAID  WAIVERS 

Mr.  Scully.  Well,  we  talked  a  lot  about  mental  illness  in  the 
past.  There  is  an  unending  level  of  problems  with  Medicaid  and 
Medicare  there.  Let  me  start  with  risk.  I  don't  think  it  is  a  block 
grant  obviously.  We  have  tried  to  find  a  way  for  the  States  to  give 
flexibility.  Governor  Bredesen,  the  new  Governor  of  Tennessee,  has 
extensive  experience  in  health  care.  He  spent  time  going  through 
this  and  what  the  options  were.  What  he  found,  and  what  I  think 
you  would  find,  is  that  basically  the  structure  of  this  is  almost 
identical  to  Tenncare  already  and  what  Oregon  has  done.  So  essen- 
tially it  is  a  waiver  very  similar  to  the  two  most  creative  waivers 
in  the  country,  probably  Oregon  and  Tennessee,  and  the  financing 
of  this  is  very,  very  similar.  The  major  difference  is  that  you  are 
required  to  protect  the  mandatories.  The  mandatory  populations  of 
Medicaid  have  to  be  covered.  This  can't  be  changed.  The  funding 
remains  the  same.  The  statutes  requiring  states  to  cover  manda- 
tory populations  are  all  exactly  as  is.  This  really  only  affects 
optionals. 

Are  there  risks?  I  think  there  are  risks,  but  just  like  there  are 
in  Oregon  and  Tennessee,  you  basically  have  to  come  up  with  a 
multiyear  baseline  on  your  own.  So  if  you  were  in  Rhode  Island  you 
come  in  and  say  this  is  what  we  expect  in  the  next  10  years  with 
population  growth  and  other  things.  This  is  how  we  expect  it  to  go 
over  the  next  10  years.  We  would  like  a  little  more  money  up  front 
and  we  want  more  flexibility  to  be  creative  in  how  we  are  running 
our  optional  programs. 

But  no  Governor  has  to  do  it.  Even  if  our  proposal  passed,  it  is 
purely  optional.  The  only  reason  we  need  legislative  authority  is  to 
put  a  little  more  money  up  front.  We  could  do  almost  all  of  this  by 
waiver.  You  know,  if  I  were  on  the  Commerce  Committee,  I  would 
probably  write  in  the  talking  points  that  it  is  a  block  grant,  and 
I  understand  that,  but  I  don't  think  it  is.  I  think  that  when  Gov- 
ernors look  at  it  they  will  find  that  it  is  going  to  give  them  a  lot 
of  flexibility.  If  they  don't  want  to  do  it  they  don't  have  to.  We  are 
just  trying  to  help  them  work  through  the  next  couple  of  years. 

Mr.  Kennedy.  So  now  how  about  our  waivers? 

Mr.  Scully.  On  your  waivers,  I  think  I  signed  one  last  night,  but 
I  don't  think  it  was  one  of  these  two  from  Rhode  Island. 

Mr.  Kennedy.  Well,  maybe  tomorrow  night. 

Mr.  Scully.  On  the  issue  of  Medicare,  I  will  look  at  it  and  call 
you  back  today.  I  think  the  issue  on  the  bigger  one  the  Rhode  Is- 
land waiver,  is  a  big  problem  in  Pennsylvania,  New  Jersey,  and  a 
lot  of  States  that  already  have  programs  where  they  cover  drugs 
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for  seniors.  They  are  100  percent  State-funded  programs.  And  our 
problem  is  that  we  can't  go  in  and  basically  buy  out  the  base  of 
those  States.  In  other  words,  if  you  get  a  100  percent  State-funded 
program  in  Rhode  Island  up  to  a  certain  level,  a  lot  of  States  come 
up  with  waivers  and  say,"We  would  like  you  to  turn  in  the  Med- 
icaid program  and  pay  us  for  half  of  it."  We  just  haven't  been  able 
to  do  that.  Under  the  budget,  that  is  not  a  waiver. 

One  of  the  things  that  a  lot  of  people  haven't  been  focused  on, 
under  the  President's  framework  and  also  under  most  of  the  major 
Medicare  reform  proposals  whether  Senator  Gramm's  or  Mr.  Thom- 
as or  whoever,  is  that  almost  all  the  States  that  have  existing  pro- 
grams like  Rhode  Island,  New  Jersey,  New  York,  and  Pennsylvania 
would  have  an  enormous  benefit.  The  Federal  Government  would 
be  buying  out  a  lot  of  the  State-only  drug  programs.  So  you  would 
be  taking  a  lot  of  the  pressure  off  Rhode  Island,  Connecticut,  New 
York,  and  New  Jersey.  All  the  States  should  be  for  a  Medicare  pre- 
scription drug  benefit  because  every  one  of  those  that  has  done 
more  than  Medicaid  is  going  to  get  a  significant  amount  of  their 
State  programs  bought  out  under  the  President's  program  or  plan. 

I  can  tell  you  we  are  buying  out  very  big  chunks  of  Medicaid  and 
State  funded  drug  benefits  for  seniors,  so  there  would  be  a  signifi- 
cant economic  benefit  to  Rhode  Island,  Connecticut,  and  New  York, 
probably  about  half  the  States.  So  while  many  States  are  coming 
in  for  waivers  and  asking  us  to  do  that  under  current  law,  what 
the  Secretary  has  done  under  current  law  is  to  take  money  we 
would  be  spending  any  way  and  readjust  it.  We  can't  appropriate 
billions  of  dollars.  We  don't  have  the  authority.  So  we  don't  have 
the  ability  to  buy  out  State  spending  now.  But  I  think  under  most 
of  these  legislative  proposals  you  would  find  that  States  like  Rhode 
Island  would  be  big  net  winners. 

Mr.  Kennedy.  Well,  Mr.  Chairman,  I  have  a  Columbus  Dispatch 
here  that  I  want  to  enter  into  the  record  for  

Mr.  Regula.  Without  objection. 

[The  information  follows:! 
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FAMILIES  FACE  TORTUROUS  TRADE-OFF 

Parents  give  up  children  to  ensure  treatment  for  mental  illnesses 


Sunday,  July  28,  2002 
NEWS  01A 


Illustration:  Photo 


By  Encarnacion  Pyle 

THE  COLUMBUS  DISPATCH 


After  a  night  of  crying,  Renec  Dvorsky  surrendered  custody  of  her 
1 6-year-old  son  to  Franklin  County  Children  Services. 

Bryan  went  kicking  and  screaming,  but  Mrs.  Dvorsky  made  the 
gut-wrenching  move  voluntarily  so  that  he  could  get  the 
mental-health  treatment  she  and  her  husband  couldn't  afford. 

In  the  swift  seconds  it  took  to  hand  over  custody  on  Dec.  1 3,  she 
believes  she  both  saved  and  failed  Bryan. 

"I  thought,  'God  this  is  crazy;  there  has  to  be  another  way  to  help  him,' 
"  said  Mrs.  Dvorsky,  42,  of  Norwich  Township. 

But  deep  in  her  heart,  she  knew  there  wasn't.  He  needed  intensive 
treatment  for  severe  mental  illnesses,  including  bipolar  disorder  and 
obsessive-compulsive  disorder,  which  caused  him  to  pull  out  his 
eyelashes,  eyebrows  and  hair,  creating  a  baseball-size  bald  spot  on  the 
back  of  his  head. 

Although  a  bed  was  available  at  Buckeye  Ranch  in  Grove  City,  Mrs. 
Dvorsky  and  her  43-year-old  husband,  Jim,  couldn't  afford  the 
$45C-a-:day  fee.  Several  previov"-  ^ospit^izations  for  their  son  and 
seven  years  of  psychiatric  appointments,  counseling  and  medication 
had  drained  their  finances,  despite  insurance  coverage. 

"Life  suddenly  became  a  living  hell,"  Mrs.  Dvorsky  said  tearfully. 

Across  the  United  States,  scores  of  middle-class  families  like  the 
Dvorskys  are  relinquishing  control  of  their  mentally  ill  children 
because  they  earn  too  much  to  qualify  for  Medicaid  but  too  little  to 
afford  mental-health  services  when  insurance  falls  short. 

Ohio  is  not  among  the  states  that  have  passed  laws  to  help  such 
families. 


"It's  the  most  stressful,  emotional,  gut-wrenching  experience  a  family 
can  go  through,"  said  Luanne  Southern,  vice  president  of  prevention 
and  children's  mental  health  for  the  National  Mental  Health 
Association  in  Alexandria,  Va.  The  Dvorskys  faced  two  alternatives: 
They  could  sell  their  home  and  move  into  a  one-bedroom  apartment,  further  disrupting  the  life  of  their 
14-year-old  daughter,  Melissa,  who  stoically  had  endured  her  brother's  violent  outbursts  and  suicidal 
tendencies.  Or,  to  qualify  for  Medicaid  coverage,  they  could  give  up  custody  of  their  son,  who  went 
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from  being  hyperactive  at  age  5  to  out  of  control  by  1 1 . 

Haunting  them  during  the  decision  was  a  warning  by  an  Ohio  State  University  Medical  Center  doctor 
who  said  that  if  they  didn't  do  something  soon,  Bryan  wouldn't  live  to  see  his  18th  birthday.  They  chose 
to  help  him  by  giving  him  a  big  hug  and  a  kiss  and  explaining  that  they  always  would  be  his  parents,  in 
their  hearts  if  not  on  paper. 

Guilt  and  shame 

By  giving  up  custody,  Southern  said,  caring  parents  are  deprived  of  the  authority  to  make  medical, 
educational  and  other  important  decisions  for  their  children  and  to  raise  them  in  ways  consistent  with 
their  values  and  ideals.  They  also  endure  guilt  and  shame  and  often  the  castigation  of  neighbors  and 
friends  who  label  them  as  cold,  unloving  parents. 

If  they  don't  give  up  custody,  they  face  the  all-too-real  risk  that  their  families  will  fall  apart.  And  they 
could  be  taken  to  court  foi  not  obtaining  proper  care  for  their  children.  That  happened  to  Jan  Durfee,  a 
47-year-old  single  mother  of  three. 

The  Cuyahoga  Falls  woman  is  fighting  to  regain  custody  of  her  9-year-old  son,  Zac,  who  was  removed 
from  her  northeastern  Ohio  home  in  February  after  she  called  a  caseworker  to  complain  that  she  had  lost 
a  child-support  battle  and  didn't  know  how  she'd  be  able  to  continue  to  care  for  her  sons. 

"I  was  just  stressed  out  that  day,"  Durfee  said.  "I  love  my  son  and  will  do  anything  to  get  him  back." 

Like  many  other  children  with  serious  mental  illnesses,  Zac  has  multiple  diagnoses  -  severe  bipolar, 
Asperger's  syndrome  and  obsessive-compulsive  disorder  -  and  has  been  labeled  a  "diagnostic  puzzle"  by 
his  doctor.  He  has  been  on  more  than  30  medications  in  dozens  of  combinations  and  has  become  more 
aggressive  through  the  years.  He  hits,  kicks  and  bites  and  has  hurt  his  mother  frequently. 

Her  income  -  a  $527.50  monthly  disability  check  because  she  has  fibromyalgia  a  condition 
characterized  by  body  pain  and  severe  fatigue,  plus  $64.50  in  child-support  for  one  of  her  three  sons  -  is 
Low  enough  to  qualify  Zac  for  Medicaid.  But  the  publicly  funded  services  are  insufficient  and 
unavailable,  she  said. 

Besides  losing  their  children,  Southern  said,  many  families  who  give  up  custody  are  required  to  pay  the 
state  for  part  of  the  care  —  much  like  child  support  in  a  divorce.  Children  Services  wanted  the  Dvorskys 
to  pay  $700  a  month,  but  a  domestic-relations  judge  dropped  it  to  $450  after  they  proved  that  the  higher 
amount  would  strain  Mr.  Dvorsky's  siiiary  as  a  Battellc  engineer. 

And  more  often  than  not,  Southern  said,  the  child  is  put  in  foster  care  or  a  residential  treatment  center  far 
from  home  because  such  places  are  few  and  far  between. 

'The  irony  of  it  all  is  that  the  foster  parents  get  the  very  support  and  services  denied  the  child's  parents," 
she  said.  "Go  figure!" 

Can't  afford  treatment 

State  and  federal  governments  do  not  track  the  number  of  parents  relinquishing  custody  solely  to  obtain 
mental-health  services.  But  a  survey  by  the  National  Alliance  for  the  Mentally  111  determined  that  one  in 
five  families  with  severely  mentally  ill  children  gave  them  up  in  1998  because  they  couldn't  afford 
treatment. 

The  surgeon  general  reported  that  about  1 1  percent  of  youths  ages  9  to  17  -  about  4  million  children  - 
had  a  major  mental  illness  in  2000  and  that  as  many  more  had  less-serious  mental-health  problems. 

With  more  than  500,000  children  in  foster  care,  some  people  question  the  logic  of  straining  the 
child-welfare  system  by  adding  mentally  ill  children  who  already  have  loving,  dedicated  and  nonabusive 
parents. 
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'It's  a  needless  tragedy,"  said  Terry  Russell,  executive  director  of  the  National  Alliance  for  the  Mentally 
III  in  Ohio. 

No  federal  law  exists  that  entitles  children  to  mental-health  services.  There  also  is  no  single  source  of 
funding,  federal  or  state,  for  the  services;  and  many  insurance  policies  do  not  cover  physical  and  mental 
illnesses  equally.  Thirty-four  states  have  laws  requiring  some  form  of  mental-health  parity.  But  Ohio  is 
not  one  of  them. 

In  addition,  qualifying  for  Medicaid  has  become  more  difficult,  Russell  said,  and  the  federal  government 
has  reduced  the  number  of  mental-health  services  considered  medically  necessary  under  the  program. 

"There  are  few  children  that  are  on  Medicaid  for  mental-health  reasons  who  aren't  wards  of  the  state,"  he 
said. 

Even  when  a  child  receives  Medicaid,  Russell  said,  many  doctors,  psychologists  and  psychiatrist?  won't 
accept  it. 

"Who  has  the  money  should  be  the  last  consideration  when  helping  a  child  with  a  mental-health  crisis, 
but  the  system  is  ass  backwards,"  said  Cheri  L.  Walter,  chief  executive  director  of  the  Ohio  Association 
of  County  Behavioral  Health  Authorities. 

The  Dvorskys'  insurance  provides  minimal  mental-health  coverage,  including  a  limited  number  of 
hospitalizations  and  therapy  visits,  and  a  cap  on  money  available  for  residential  treatment.  They  quickly 
exhausted  coverage  and  ran  thousands  of  dollars  into  debt. 

Meanwhile,  their  son's  behavior  continued  to  spiral  out  of  control  --  from  tantrums  to  stealing  to  running 
away  to  more-recent  inappropriate  touching  of  girls,  including  the  buttocks  of  a  4-year-old  family  friend. 

Mr.  and  Mrs.  Dvorsky  were  holding  on  to  their  sanity  by  a  thread  and  were  concerned  not  only  about 
Bryan  but  also  about  Melissa,  who  dealt  with  her  own  bout  of  depression  because  of  the  stress. 

"My  son  is  a  good  boy,"  Mrs.  Dvorsky  said.  "He  never  asked  to  be  mentally  ill." 

Funds  difficult  to  find 

Arthur  and  Tracy  Thatcher  of  Reynoldsburg  have  allowed  Fairfield  County  Children  Services  to  put 
their  9-year-old  daughter,  Racheal,  in  a  foster  home  in  hopes  ol  getting  care  for  her,  but  they  refuse  to 
give  up  guardianship. 

"We're  her  parents  and  consequently  know  what's  best  for  her,"  said  Mrs.  Thatcher,  29,  who  herself  has 
been  manic-depressive  her  entire  life. 

The  agreement  has  allowed  the  Thatchers  to  stay  involved  in  making  decisions  for  Racheal,  while  giving 
them  a  break  from  caring  for  her,  but  they're  still  squabbling  over  who  is  going  to  pay  for  treatment.  In 
the  seven  weeks  since  leaving  home,  their  daughter  hasn't  been  able  to  see  a  counselor  or  refill 
medication. 

Racheal  has  attention-deficit  hyperactivity,  bipolar  and  oppositional-defiant  disorders  and  is 
obsessive-compulsive  to  the  point  that  she  picks  scabs  and  sores  until  they  bleed.  She  has  frequent 
emotional  breakdowns  and  mood  swings  and  has  threatened  to  kill  herself  by  jumping  off  a  roof  or 
strangling  herself. 

Intense  therapy  in  hospitals  and  residential  treatment  centers  has  helped,  but  at  $350  a  night,  it  is 
expensive.  Such  treatment  can  include  24-hour  nursing  care,  family  counseling  and  visits  by  child 
psychiatrists,  social  workers  and  art  and  music  therapists. 

A  pilot  for  Airborne  Express,  Mr.  Thatcher,  36,  has  exhausted  his  sick  time  and  90  days  of  family  leave 
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and  has  lost  close  to  half  his  salary.  He  juggles  household  expenses  and  $700  a  month  worth  of 
medication  and  psychological  visits  for  his  daughter  while  chipping  away  at  a  $20,000  debt  for  her 
three-month  stay  at  a  Dayton  psychiatric  hospital.  The  Thatchers  also  have  two  sons  -  Devin,  4,  and 
Dylan,  1. 

"America  is  supposed  to  be  the  greatest  country  in  the  world,"  Mrs.  Thatcher  said.  "But  how  can  it  be 
when  mental  illness  is  taken  so  lightly?" 

There  is  hope. 

Nearly  a  dozen  states  have  enacted  laws  saving  parents  from  being  forced  to  give  up  custody  of  their 
children  to  get  mental-health  treatment,  according  to  the  nonprofit  Judge  David  L.  Bazelon  Center  for 
Mental  Health  Law  in  Washington.  Seven  use  a  voluntary  agreement  that  allows  them  to  pay  for 
out-of-home  placement  without  talcing  legal  custody.  Ohio  has  voluntary  placement  but  for  only  30  days 
—  too  short  to  help  children  with  severe  problems. 

Although  no  legislation  has  been  proposed  in  Ohio,  many  organizations,  including  the  state  departments 
of  mental  health  and  education,  the  Ohio  chapter  of  the  National  Alliance  for  the  Mentally  111  and 
legal-rights  advocates,  met  in  December  to  try  to  get  their  hands  around  the  problem. 

"No  parents  should  ever  have  to  give  up  their  children  to  get  mental-health  care.  Period!"  said  Sam 
Hibbs,  spokesman  for  the  Ohio  Department  of  Mental  Health. 

Possible  federal  solution 

Perhaps  most  promising  is  the  proposed  federal  Family  Opportunity  Act.  On  July  1 1,  the  Senate  Finance 
Committee  approved  the  act,  which  would  allow  families  with  severely  disabled  children  to  buy  into 
Medicaid  while  continuing  to  work. 

Under  the  proposal,  first  introduced  in  1999,  parents  with  incomes  up  to  250  percent  of  the  federal 
poverty  level  —  $45,000  a  year  for  a  family  of  four  -  could  pay  for  Medicaid  coverage  on  a  sliding  scale. 

But  the  bill  faces  hurdles.  The  full  Senate  must  consider  it,  and  some  lawmakers  already  have  balked  at 
its  price  tag  of  $5.7  billion  over  10  years. 

Closer  to  home,  House  Bill  33  in  the  General  Assembly  would  prohibit  health-insurance  companies 
from  discriminating  against  treatment  for  mental  illness  or  substance  abuse. 

"That  we  force  people  into  giving  up  their  kids  or  going  onto  public  assistance  is  one  of  the  state's  great 
tragedies,"  said  state  Rep.  Lynn  E.  Olman,  the  bill's  author. 

Opponents  say  insurance  parity  would  be  too  costly.  But  Olman,  a  Republican  from  Maumee,  said  an 
independent  review  shows  it  would  result  in  an  average  increase  of  only  1  percent  to  1 .5  percent  in 
health-insurance  premiums. 

"It  makes  no  sense  that  you're  covered  if  you  get  hit  in  the  head  and  suffer  brain  damage  but  not  if  you 
have  chemical  imbalance  of  the  brain,"  he  said. 

But  there  is  little  likelihood  of  passing  such  a  bill  at  a  time  when  stock  prices,  tax  revenues  and 
retirement  funds  all  are  dropping,  he  said.  "I  don't  hold  out  much  hope." 

Until  more  is  done,  youngsters  such  as  Bryan  Dvorsky  will  continue  to  feel  angry,  abandoned  and  alone. 

"Being  given  up  by  your  parents  just  adds  insult  to  injury  to  children  who  already  have  been  labeled  and 
treated  their  entire  lives  as  'bad  kids,' "  Mrs.  Dvorsky  said.  "It  breaks  my  heart." 

epyle@dispatch.com 
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Caption:  (1)  ALYSIA  PEYTON  |  DISPATCH 

Tracy  Thatcher,  of  Reynoldsburg,  enjoys  a  visit  with  her  daughter,  Racheal,  9.  The  girl  is  living  in  a 
foster  home  in  order  to  qualify  for  medical  care. 

(2)  In  order  to  get  mental-health  treatment  for  Bryan  Dvorsky,  above,  at  Buckeye  Ranch  in  Grove  City, 
his  parents,  Renee  and  Jim,  left,  had  to  relinquish  custody.  They  could  not  afford  the  $450-a-day  fee. 

(3)  Brian  Dvorsky 
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Mr.  KENNEDY  [continuing].  About  the  families  facing  the  trade- 
off of  getting  their  kids  the  treatment  they  need  by  relinquishing 
custody  of  them.  Basically  they  have  to  say  they  are  abusing  their 
own  children  or  the  kids  are,  you  know,  doing  something  illegal. 
You  know,  this  is  the  only  way,  and  I  was  wondering  if  you  could 
comment  and  what  we  are  going  do  to  help  the  States. 

Mr.  Regula.  Why  don't  we  save  that  for  the  second  round  if  we 
have  one,  because  we  are  on  a  tight  constriction  of  the  supple- 
mental being  on  the  floor. 

Mr.  Kennedy.  Oh,  okay. 

Mr.  Regula.  Mr.  Sherwood. 

OUTLIER  PAYMENTS 

Mr.  Sherwood.  Thank  you,  Mr.  Chairman,  and  welcome,  Direc- 
tor Scully.  I  have  several  things  I  would  like  to  submit  for  the 
record.  I  am  very  pleased  that  your  group  has  ferreted  out  the 
outlier  issue,  but  I  am  very  concerned  that  you  have  taken  the  tack 
that  you  are  going  to  let  the  people  who  are  gaming  the  system 
down  easy  at  the  expense  of  the  hospitals  that  weren't  gaming  the 
system. 

Wyoming  Valley  Healthcare  tells  me  that  under  your  new  rules 
they  will  lose  1.2  to  $1.5  million  a  year  and  they  weren't  doing  any- 
thing wrong.  How  can  we  justify  penalizing  the  hospitals  that  were 
playing  by  the  rules  by  letting  the  ones  who  were  gaming  the  sys- 
tem down  easy? 

Mr.  Scully.  Well,  I  am  with  you.  A  lot  of  people  have  asked  me 
to  let  the  ones  who  were  gaming  the  system  down  easily.  I  affirma- 
tively have  not.  One  for  example  is  Tenet  Healthcare.  Even  before 
this  rule,  they  have  foregone  hundreds  of  millions  of  what  they  still 
could  be  doing  as  far  as  of  January  1st. 

I  had  Temple  Hospital  in  yesterday  and  a  lot  other  hospitals  that 
had  high  outliers  and  were  not  arguably  gaming  the  system.  I 
think  I  have  been  extremely  tough  on  them,  tougher  than  some 
people  would  like.  But  it  is  only  in  the  draft  rule  we  put  out,  and 
the  comment  period  closes  I  think  in  3  days,  that  I  have  become 
aware  that  inadvertently  we  may  in  fact  be  hitting  some  people.  I 
will  be  happy  to  talk  to  the  CEO  of  your  hospital  if  you  would  like. 
By  changing  a  couple  of  the  rules,  we  may  also  be  inadvertently 
hitting  people  that  weren't  doing  anything  wrong.  I  hope  we  are 
going  to  fix  that  in  the  final  rule. 

But  you  know  we  are  very  sensitive.  This  is  big  dollars  for  hos- 
pitals. It  is  almost  $2  billion  that  have  been  inappropriately  allo- 
cated per  year  to  the  wrong  hospitals  and  to  the  wrong  places.  I 
am  trying  to  fix  it  without  being  unusually  cruel.  It  is  the  worst 
thing  I  have  seen  in  the  Medicare  program  ever. 

WAGE  INDEX 

Mr.  Sherwood.  But  I  couldn't  be  more  pleased  with  your  answer 
and  I  would  love  to  have  you  speak  with  Dr.  Bell  Hoist  and  we  will 
get  that  set  up.  As  you  know,  in  my  area,  I  still  have  problems 
with  the  wage  index.  I  have  hospitals  that  compete  right  next  door 
with  people  that  are  30  percent  higher.  And  so  we  are  interested. 
There  is  a  new  bill  that  would  reduce  the  impact  of  the  wage  index 
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on  the  formula,  and  I  think  that  might  be  a  way  out  and  I  would 
be  interested  in  your  comments  on  that. 

Mr.  Scully.  The  wage  index  is  unbelievably  complicated.  I  can 
tell  you  that  Secretary  Thompson  is  totally  with  you.  He  is  from 
a  relatively  rural  State.  Every  time  I  look  at  a  rule,  and  we  are 
about  to  do  next  year's  hospital  and  physician  rules,  there  are 
many  ways — it  is  unbelievably  complicated — that  we  can  adminis- 
tratively do  this  and  we  are  trying  to  do  the  best  we  can.  But  I  also 
think  there  is  going  to  be  quite  a  legislative  debate,  especially  with 
the  Senate  side  this  year,  on  making  adjustments  to  the  wage 
index.  Some  of  the  things  are  not  fair.  Some  of  the  things  that  hap- 
pened in  Pennsylvania  obviously  are  due  to  other  adjustments 
which  we  have  discussed.  But  we  were  committed  to  making  the 
wage  index  fair  for  hospitals  and  the  Geograhic  Practice  Cost  Index 
(GPCI),  which  is  the  equivalent  for  physicians,  fair  as  well.  It  prob- 
ably won't  get  to  the  point  where  rural  Pennsylvania  is  the  same 
as  Philadelphia  or  Pittsburgh,  but  I  think  there  are  ways  to  adjust 
to  make  it  fair. 

Mr.  Sherwood.  And  we  don't  think  we  should  be  the  same.  But 
when  you  are  right  next  to  one  that  is  paid  30  percent,  figured  on 
a  30  percent  higher  formula,  it  makes  it  very  difficult  to  compete. 

Mr.  Scully.  Well,  unfortunately  what  happened  in  Scranton/ 
Wilkes-Barre,  as  we  have  discussed  it,  is  that  legislatively  western 
Pennsylvania,  about  a  2-hour  drive  from  New  York,  has  been  legis- 
lated into  New  York  so  they  get  a  wage  index  of  New  York.  This 
is  also  probably  not  rational.  Some  of  the  counties  in  Pennsylvania 
have  been  legislated  almost  as  far  up  as  Phildepphia.  So  Scranton/ 
Wilkes-Barre  not  only  has  the  problem  of  having  a  wage  index  .57 
points  below  New  York  but  they  are  surrounded  by  counties  that 
have  artificially  high  wage  indices  that  probably  shouldn't. 

So  the  right  answer  theoretically  would  be  to  rebase  them  all  and 
give  them  the  right  wage  index.  But  a  lot  of  this  is  due  to  legisla- 
tive gerrymandering  over  the  years  as  well. 

MALPRACTICE  REFORM 

Mr.  Sherwood.  Well,  we  understand  it  is  complicated  and  we 
need  a  solution.  The  other  thing  that  I  would  just  like  to  touch  on, 
I  am  afraid  with  the  malpractice  crisis  that  we  have  going  on  we 
are  taking  a  great  step  backward  in  rural  health  care.  I  have  many 
small  rural  hospitals,  not  too  small  either,  who  are  going  out  of  the 
obstetrics  business  because — and  we  are  going  to  go  back  to  where 
we  were  in  the  1930s  of  not  having  a  hospital  that  will  deliver  ba- 
bies in  the  immediate  area.  And  with  all  the  great  progress  we 
have  made,  anything  that,  I  think  that  is  an  issue  that  we  need 
to  bring  to — and  I  don't  expect  you  to  solve  it  here  at  the  hearing, 
but  I  wanted  to  bring  it  up. 

Mr.  Scully.  I  don't  think  the  administration  could  solve  it. 
Pennsylvania  probably  has  as  bad  a  problem  as  any  place  in  the 
country  with  malpractice.  Dr.  Weldon  asked  about  this.  I  think  we 
are  pretty  aggressively  for  malpractice  reform,  that  there  is  no 
question  in  my  mind  that  the  Medical  Injury  Compensation  Reform 
Act  (MICRA)  in  California  has  worked  pretty  well.  You  can  argue 
about  the  levels  of  the  caps  but  it  is  hard  to  argue  that  it  has 
caused  patient  harm  in  California.  I  personally  think  that  there  is 
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no  argument  against  malpractice  reform.  But  I  also  think  that  we 
should,  and  we  have,  pushed  very  hard  to  tie  in  patient  quality.  We 
are  trying  to  measure  quality  in  nursing  homes  and  home  health 
agencies  and  hospitals.  I  think  it  will  make  even  a  better  argument 
for  malpractice  reform  if  you  can  measure  quality,  show  that  hos- 
pitals, doctors,  nursing  homes  are  improving  quality  so  that  this 
really  isn't  about  patient  care.  But  if  we  can  measure  and  show  im- 
provements that  we  have  had,  we  can  show  that  we  are  protecting 
patients  appropriately  and  there  will  be  a  lot  more  support,  as 
there  should  be,  for  malpractice  reform.  We  just  put  out  a  study 
last  month  that  showed  significant  improvement  in  patient  care  for 
Medicare  patients  since  1998.  Your  obstetrics  problem  is  exactly 
right.  That  is  an  enormous  problem,  especially  in  some  States. 
Pennsylvania  has  probably  as  bad  a  problem  as  exists  in  the  coun- 
try right  now. 

PRESCRIPTION  DRUG  SPENDING 

Mr.  Sherwood.  Thank  you.  I  would  just  like  to  go  back  to  one 
comment  you  made.  You  said  you  are  now  paying  $6.5  billion  annu- 
ally for  prescription  drugs  and  if  we  provided  a  prescription  drug 
benefit  under  Medicare  it  would  raise  it  to  $80  billion  a  year.  Did 
I  hear  that  right? 

Mr.  Scully.  Well,  that  is  the  additional  spending.  But  most  of 
the  prescription  drug  benefits,  and  they  obviously  differ  between 
what  the  administration,  Mr.  Thomas,  Senator  Gramm,  and  others 
propose,  probably  cover  less  than  half  the  seniors'  benefits.  But  if 
you  look  at  the  mid-range  of  additional  costs  a  year  for  most  of 
these  benefits,  we  have  obviously  budgeted  $400  billion  over  10 
years.  You  are  talking  $30  to  $40  billion  a  year  of  additional  spend- 
ing, but  that  only  covers  usually  half  of  the  prescription  drug 
spending  for  a  senior.  Right  now  all  we  cover  is  drugs  in  the  hos- 
pital, in  the  doctor's  office  and  in  a  hospital  outpatient  center.  We 
don't  cover  anything  you  buy  at  a  Walgreens  or  CVS. 

Mr.  Sherwood.  Well,  what  was  your  $80  billion  figure? 

Mr.  Scully.  That  is  the  total  spending  roughly.  If  you  are  spend- 
ing $30  or  $40  billion  more  for  a  prescription  drug  benefit  for  sen- 
iors, that  is  what  Medicare  would  be  covering  under  most  pro- 
posals. But  that  is  only  a  fraction  of  what  seniors  actually  spend. 
What  I  am  saying  is  the  total  spending  for  seniors  a  year  for  of  all 
their  prescription  drugs  is  more  like  $80  billion.  Nobody  is  talking 
about  covering  all  of  it. 

Mr.  Sherwood.  Thank  you  very  much. 

Mr.  Regula.  Mr.  Peterson. 

outlier  payments 

Mr.  Peterson.  Thank  you  and  good  morning.  I  think  you  just 
misspoke.  I  wanted  to  see  if  I  heard  you  right.  You  said  much  of 
western  Pennsylvania  has  been  hooked  onto  New  York  City  for 
house  call  rates. 

Mr.  Scully.  I  meant  Western  New  York,  I  am  sorry.  Many  coun- 
ties a  long  drive  west  of  New  York  were  legislated  in  New  York. 
So  the  problem  with  Scranton/Wilkes-Barre  is  that  they  look  north 
and  see  in  these  very  rural  counties  in  New  York  a  New  York  City 
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wage  base,  and  they  are  competing  for  nurses,  for  people  that  get 
paid  twice  as  much. 

Mr.  Peterson.  Southern  New  York  State  rural  hospitals  are 
healthier  than  mine.  Now  I  know  why. 

Mr.  Scully.  It  depends  on  the  county. 

Mr.  Peterson.  I  represent  rural.  I  think  the  most  fragile  part  of 
our  health  care  system  is  rural.  What  is  your  assessment  of  the 
health  of  rural  health  care? 

Mr.  Scully.  I  think  it  depends  on  the  State  and  on  what  they 
pay  in  Medicaid.  It  depends  on  what  the  makeup  of  the  county  is 
for  Medicare.  But  I  think,  generally,  our  view  is  that  there  is  no 
question  that,  on  a  relative  basis,  the  margins  for  rural  hospitals 
and  rural  health  care  are  lower.  If  there  is  a  place  for  Congress  to 
make  adjustments,  it  is  probably  in  rural  areas.  Some  of  it  can  be 
done  within  the  existing  spending  levels,  we  believe. 

HOME  HEALTH  CARE 

Mr.  Peterson.  I  am  pleased  to  hear  you  say  that  because  we  are 
not  doing  as  well  in  the  House  as  I  would  like  to  be  doing.  I  am 
very  frustrated  because  in  home  health,  with  the  current  15  per- 
cent cut  that  was  inflicted  in  October,  and  the  10  percent  add-on 
that  just  ran  out,  that  is  a  25  percent  reduction  in  home  health 
payments  and  our  system  was  fragile  to  begin  with  because  when 
they  squeezed  the  system  it  was  squeezed  equally.  And  the  parts 
of  the  country  that  were  abusing  the  system  certainly  ended  up 
healthier  than  the  parts  of  the  country  that  were  not.  Most  of  home 
health  in  Pennsylvania  and  New  England  States  was  done  by  the 
visiting  nurses  who  raised  a  lot  of  local  money  and  who  did  a  lot 
of  free  care  and  were  not  fat  and  wasteful.  And  as  a  result  of  get- 
ting squeezed,  I  have  home  health  care  agencies  that  are  still  pay- 
ing off  debts.  And  the  only  reason  they  stayed  in  business  was  they 
borrowed  money  for  a  number  of  years  since  1996  and  this  25  per- 
cent reduction  in  payment  I  think  can  put  a  lot  of  them  out  of  busi- 
ness. 

Mr.  Scully.  Well,  home  health  spending  actually  went  up  26 
percent  last  year.  It  is  a  25  percent  reduction  in  spending  theoreti- 
cally per  day,  but  we  basically  went  to  a  system  where  we  pay 
them  for  a  60-day  period.  Instead  of  paying  them  every  day  for 
every  visit,  we  pay  them  for  a  60-day  period.  We  went  to  a  prospec- 
tive payment  system  2  years  ago  and  the  number  of  visits  per  60 
days,  as  you  would  expect,  dropped.  There  is  no  evidence  the  care 
has  gone  down.  But  total  spending  has  gone  up  about  26  percent. 
If  you  want  a  microcosm  of  how  dominant  the  Medicare  program 
is,  home  health  for  the  last  15  years  would  be  a  pretty  good  one. 
We  were  spending  $3  billion  a  year  on  home  health  in  1990.  We 
went  from  $3  billion  to  $18  billion  in  1996,  and  it  was  totally  out 
of  control.  Congress  made  cuts.  It  went  back  down  to  9  billion  in 
2  years  and  now  it  is  going  back  up  again.  We  probably  would  have 
been  a  lot  better  off  without  the  big  ups  and  downs.  I  would  be 
happy  to  come  spend  time  with  you  and  there  are  certainly  places, 
especially  rural  and  frontier  areas,  that  have  problems  with  home 
health  payments.  But  I  believe  the  home  health  business  is  again 
relatively  healthy.  They  had  some  very  tough  years  in  1997  and 
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1998.  I  think  the  payments  are  fair  and  they  are  growing  very, 
very  fast. 

FASTEST  GROWING  COST  ITEMS 

Mr.  Peterson.  Well,  we  will  talk  about  that  another  day.  What 
is  your  fastest  growing  cost  item? 

Mr.  Scully.  Self-administered  drugs,  in  Medicare  grew  26  per- 
cent last  year.  The  second  biggest  is  probably  home  health  and  that 
is  actually  within  the  last  half  of  the  year.  That  is  about  26  percent 
last  year.  Durable  medical  equipment,  including  wheelchairs,  went 
up  20  percent  last  year.  That  is  not  due  to  more  people,  that  is  just 
a  lot  of  strange  things  going  on  that  we  are  looking  at.  Inpatient 
hospital  spending,  which  is  our  big  item,  went  up  9.8  percent  last 
year.  It  was  supposed  to  go  up  4  percent.  The  Medicare  program, 
this  was  in  my  original  statement  which  I  skipped,  is  out  of  control. 
We  have  big  problems  in  the  Medicare  program.  It  has  grown  much 
faster  than  everybody  expected. 

Mr.  Peterson.  How  many  prescriptions  did  $6.5  billion  buy? 

Mr.  Scully.  We  don't  actually  pay  for  prescriptions.  The  doctor 
has  to  infuse  it  in  the  hospital  or  in  the  outpatient  clinic. 

Mr.  Peterson.  So  you  don't  really  know  what  it  costs  per  pa- 
tient. 

Mr.  Scully.  It  is  very  expensive.  I  mean  our  biggest  selling  drug 
is  Procrit,  which  is  a  cancer  red  blood  cell  drug.  It  is  the  highest 
cost,  we  spend  $1,122  every  2  weeks  on  each  patient. 

prescription  drugs 

Mr.  Peterson.  Do  you  agree  with  me  that — and  I  am  not  talking 
about  cancer  drugs  and  blood  thinners  and  things  that  are  life  es- 
sential, but  aren't  we  becoming  an  overmedicated  society,  over- 
dependent  on  medications  and  prescription  drugs  for  our  health? 

Mr.  Scully.  In  some  ways  it  is  good  because  it  probably  keeps 
people  healthier  if  you  have  a  doctor  who  is  overseeing  and  pre- 
scribing them.  Many  seniors  have  way  too  many  prescriptions  and 
they  are  not  particularly  well  coordinated.  Sometimes  they  are  buy- 
ing extremely  expensive  drugs  like  Vioxx  and  Celebrex  when 
Motrin  would  do.  I  can  pick  on  lots  of  these  things.  I  think  pre- 
scription drugs,  in  many  cases,  help  people's  health  and  are  great. 
But  in  other  cases  they  are  buying  the  wrong  drugs,  too  many 
drugs,  and  wrongly-prescribed  drugs.  We  need  to  coordinate  it  bet- 
ter and  make  it  more  efficient. 

Mr.  Peterson.  But  when  you  have  people  on  10  to  20  drugs,  I 
can't  think  that  is  healthy.  I  hear  people  tell  me  all  the  time  that 
they  went  to  their  physician,  took  their  parents  off  of  all  of  these 
drugs,  went  down  to  three  or  four  and  they  are  much  healthier. 

Mr.  Scully.  We  have  250  million  people  in  this  country  under 
the  age  of  65.  If  you  find  everybody  in  the  country  that  has  pre- 
scription drug  coverage  through  a  pharmacy  benefit  manager,  they 
generally  get  notifications  about  too  many  prescriptions  and  inter- 
actions, and  they  get  a  little  more  coaching  and  a  little  more  pa- 
tient information.  Rarely  do  seniors  get  that. 

One  of  the  things  that  will  actually  help,  we  think,  when  you  get 
the  senior  prescription  drug  benefit  is  that  you  will  actually  have, 
like  we  do,  companies  like  Express  Script's  and  Advance  PCS,  occa- 
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sionally  calling  you  or  sending  you  a  note  saying  these  two  drugs 
don't  interact  well.  There  are  a  lot  of  benefits.  Seniors  generally 
have  the  worst  coordinated  care  when  it  comes  to  prescription 
drugs,  which  is  also  a  problem. 

MEDICAID  COSTS 

Mr.  Peterson.  You  talked  about  skyrocketing  Medicaid.  I  was  in 
the  Pennsylvania  State  Senate  for  a  number  of  years  where  I 
chaired  health  for  10  years.  When  I  left  the  State  Senate  they  still 
did  not  know  what  they  were  paying  for.  I  went  to  a  Medicaid  con- 
ference and  raised  the  issue.  They  told  me  there  were  probably 
only  two  or  three  States — that  has  been  a  few  years,  7  or  8  years 
ago — that  actually  had  a  handle  on  what  they  were  paying  for.  To 
make  Medicaid  decisions  in  Pennsylvania  we  never  could  get  data 
on  what  we  were  paying  for.  They  didn't  have  concise  data  in  this 
day  and  age. 

Are  States  doing  better?  Do  you  know  what  they  are  paying  for? 

Mr.  Scully.  I  wish  I  could  tell  you  what  it  was  paying  for  in 
Medicare.  I  think  that  is  one  of  our  concerns  about  running  a  giant 
insurance  company.  What  most  of  the  States  have  done,  which  a 
lot  of  people  don't  realize,  is  that  24  million  Medicaid  beneficiaries 
are  now  in  private  health  plans,  Medicaid  plans.  Medicaid  "man- 
aged care"  is  basically  taking  over  Medicaid  for  exactly  that  reason. 
States  were  running  big  insurance  plans  like  I  run  Medicare.  They 
basically  found  over  the  years  that  it  was  more  efficient,  more  cost 
effective,  and  better  management  if  they  started  hiring,  as  Penn- 
sylvania has  done  almost  statewide,  Medicaid  managed  care  plans 
to  manage  their  Medicaid  populations  better,  and  in  most  States  it 
has  worked  very  well. 

Mr.  Peterson.  Well,  it  never  reached  the  rural  areas. 

Mr.  Scully.  But  in  most  of  the  urban  areas  it  has.  In  rural 
areas,  it  is  much  tougher. 

Mr.  Peterson.  Thank  you. 

Mr.  Regula.  I  would  say  to  the  members  we  expect  a  vote  in 
about  25,  30  minutes  and  then  when  we  go  to  the  floor  the  bill  on 
supplemental.  We  will  have  to  be  adjourned.  So  I  think  what  we 
are  going  to  do  is  get  the  Agency  for  Healthcare  Research  Quality 
on  this  morning,  and  that  is  probably  going  to  pretty  much  exhaust 
us  as  far  as  time.  If  you  will  submit  your  questions  for  the  record. 
I  know  I  have  several  here,  and  that  is  what  I  will  do. 

FRAUD,  waste,  and  abuse 

I  just  want  to  ask  one  question,  and  that  is  we  hear  a  lot  about 
fraud,  waste  and  abuse.  Does  your  agency  work  at  that?  Is  that  as 
big  a  problem  as  people  would  allege  that  it  is? 

Mr.  Scully.  It  depends  on  how  you  measure  it.  We  have  cut  the 
error  rate  in  half  in  the  last  7  years  in  Medicare,  and  I  think  we 
work  very  well  with  the  Inspector  General  of  the  Justice  Depart- 
ment. I  think  there  is  a  delicate  balance  between  being  extremely 
aggressive  on  fraud,  which  we  have  been  the  last  couple  of  years, 
and  the  complaints  you  probably  hear  from  your  doctors  and  hos- 
pital administrators  about  somebody  in  the  government  threat- 
ening them.  I  hope  we  have  found  the  right  balance.  But  when  you 
are  running  $592  billion  of  programs  like  Medicare  and  Medicaid, 
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there  are  always  going  to  be  people  cheating  on  the  margins  and 
getting  money  out  of  the  programs. 
Mr.  Regula.  But  you  are  working  at  it? 

Mr.  Scully.  It  is  a  never-ending  fight  and  I  am  very  aggressively 
working  on  it. 

Mr.  Regula.  Okay.  Well,  thank  you  very  much  for  coming.  I  am 
sorry  we  have  to  cut  short,  but  that  is  the  way  the  rules  work. 
Mr.  Scully.  Thank  you,  Mr.  Chairman. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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SKILLED  NURSING  FACILITIES 

Mr.  Regular  We  understand  that  CMS  has  proposd  a  rule  to  expand  the 
application  of  the  30  percent  reduction  in  bad  debt  reimbursement  for  hospitals  to 
skilled  nursing  facilities  (SNFs),  with  the  goal  of  giving  nursing  facilities  an  incentive  to 
collect  bad  debt.  Many  nursing  home  patients  are  dual  eligibles  and  the  obligation  for 
unpaid  coinsurance  and  deductibles  shifts  to  state  Medicaid  programs.  However,  we 
understand  that  CMS  has  provided  States  like  Ohio  and  Pennsylvania  with  an  option  to 
shield  themselves  from  this  obligation  under  Medicaid. 

Mr.  Scully:  As  you  mentioned,  CMS  is  in  the  process  of  completing  work  on  a 
regulation  related  to  bad  debt  reimbursement  for  SNFs.  We  take  seriously  the 
comments  received  on  the  rule  as  we  decide  the  policies  that  will  be  implemented. 
Once  the  rule  has  been  issued,  we  would  be  more  than  willing  to  provide  the  particulars 
to  the  Committee. 

Mr.  Regula:  SNFs  have  already  had  to  absorb  a  10  percent  cut  in  Medicare 
funding  that  took  effect  last  October.  In  addition,  most  States  have  made  or  are 
considering  cuts  in  their  Medicaid  programs,  including  the  elimination  of  this  obligation 
to  reimburse  SNFs  for  lost  Medicare  co-payments.  Given  these  circumstances,  can  we 
expect  SNFs  to  increase  their  collection  of  bad  debt?  Is  it  appropriate  for  CMS  to 
propose  a  rule  that  will  likely  result  in  further  reimbursement  cuts  for  SNFs? 

Mr.  Scully:  As  I  just  mentioned,  CMS  is  reviewing  the  comments  we  have 
received  on  the  proposed  rule.  Once  the  final  policies  for  the  final  rule  have  been 
agreed  to,  we  will  be  available  to  address  the  concerns  you  have  raised  about  the  impact 
of  the  rule  on  SNFs. 

MEDICAID  PHARMACY  SERVICES 

Mr.  Regula:  Last  year  the  Subcommittee  heard  testimony  on  the  issue  of 
uncollected  co-payments  for  pharmacy  services  under  Medicaid.  Under  current  policy, 
pharmacies  are  obligated  to  provide  medications  and  attendant  professional  services  to 
Medicaid  beneficiaries,  even  if  they  cannot  or  refuse  to  pay  this  co-payment.  Federal 
regulation  prohibits  States  from  compensating  pharmacies  for  these  uncollected  co- 
payments,  which  we  understand  results  in  $100  million  in  annual  lost  revenue  for 
community  pharmacies.  This  leaves  pharmacies  with  little  or  no  ability  to  recover  this 
lost  revenue,  and  as  a  result  they  are  often  dispensing  prescriptions  at  an  economic  loss. 
Has  CMS  examined  this  situation  and  is  it  considering  new  policies  that  would 
ameliorate  the  current  effects  of  uncollected  co-payments  on  community  pharmacies? 

Mr.  Scully:  CMS  is  aware  that  retail  pharmacies  are  concerned  about  the  statute 
that  prohibits  denial  of  service  when  a  Medicaid  beneficiary  is  unable  to  pay  a  co- 
payment.  We  are  also  aware  of  the  regulation  which  restricts  Medicaid  agencies  from 
paying  pharmacies  and  other  providers  for  uncollected  co-payments.  We  are  examining 
this  policy  as  part  of  our  comprehensive  review  of  Medicaid  cost  sharing  policy. 
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HEPAA 

Mr.  Regula:  Last  year  Congress  extended  the  deadline  for  the  administrative 
simplification  requirement  under  HIPAA  for  an  additional  year.  This  was  done  to  allow 
providers  and  payers  more  time  to  make  the  necessary  system  changes.  Unfortunately, 
there  are  reports  that  many  in  the  health  care  community  are  still  not  ready  for  this 
requirement.  What  is  your  understanding  of  the  ability  of  providers  to  convert  to  the 
new  standards  this  coming  October  and  what  is  CMS  doing  to  educate  providers  on 
what  they  need  to  do  to  be  ready?  Are  you  concerned  that  if  providers  aren't  ready, 
they  may  revert  to  paper  claims  to  avoid  the  HIPAA  requirements? 

Mr.  Scully:  As  you  indicated,  the  Administrative  Simplification  Compliance 
Act  (ASCA)  provided  a  1-year  extension  of  the  deadline  for  compliance  with  HIPAA 
electronic  transactions  and  code  sets  for  covered  entities  that  submitted  a  compliance 
plan  before  October  1 5,  2002.  We  believe  that  progress  has  been  made  during  this 
extension  period.  However,  like  you,  we  are  hearing  concerns  that  the  provider 
community  still  may  not  be  ready  by  the  October  16,  2003,  compliance  date,  although 
there  are  some  small  studies  that  indicate  that  there  will  be  a  high  level  of  compliance. 
CMS  has  conducted,  and  continues  to  conduct,  a  significant  outreach  campaign  to 
ensure  that  providers,  health  plans,  vendors,  and  associations  are  aware  of  the 
approaching  deadline  and  are  working  towards  timely  compliance.  For  example,  CMS 
hosts  free  HTPAA  roundtable  conference  calls  and  offers  a  toll-free  HIPAA  Hotline  to 
provide  general  HDPAA  information  and  respond  to  questions.  We  also  maintain  a 
HIPAA  website  that  contains  a  wealth  of  information  on  HIPAA  administrative 
simplification,  including  answers  to  frequently  asked  questions,  covered  entity  decision 
tools,  and  information  about  upcoming  events  such  as  roundtables,  conferences,  and 
satellite  broadcasts.  In  addition,  our  regional  offices  conduct  targeted  HEPAA  outreach 
activities  within  their  respective  regions,  such  as  conference  calls,  informational 
seminars,  and  local  newspaper  and  radio  ads. 

With  regard  to  the  concern  of  providers  reverting  to  paper  claims  to  avoid  the 
HIPAA  requirements,  we  are  proactively  advising  providers  of  the  negative  effects  of 
doing  so.  Providers'  business  processes  would  be  disrupted  by  having  to  prepare  paper 
claims  and  check  eligibility  and  claim  status  by  phone.  Reverting  to  paper  would  cause 
particular  problems  for  those  providers  who  receive  Medicare  payments.  First,  these 
providers  would  experience  delays  in  receiving  payments  because  Medicare,  by  law, 
cannot  pay  paper  claims  until  28  days  after  receipt.  Second,  effective  October  16,  2003, 
Medicare  is  prohibited  by  law  from  paying  paper  claims,  except  for  those  from  small 
providers  and  under  certain  other  limited  circumstances.  For  these  reasons,  we  are 
advising  providers  against  reverting  to  paper  claims. 
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FTE  REDUCTION 

Mr.  Regular  Your  budget  proposes  a  reduction  of  175  FTE  from  current  levels. 
With  your  anticipated  workload  increases  from  Medicare  reforms  such  as  prescription 
drug  benefits,  is  this  a  reasonable  time  to  be  cutting  staff? 

Mr.  Scully:  Although  our  FY  2004  budget  request  reflects  an  overall  reduction 
of  175  FTE,  we  are  not  simply  cutting  staff.  We  are  undertaking  efforts  to  restructure 
the  overall  level  and  distribution  of  the  Federal  workforce  within  CMS.  Our  efforts 
involve  determining  the  Agency's  core  competencies  and  then  deciding  whether  to  fill 
identified  skill  gaps  through  internal  capacity,  or  through  outsourcing  to  the  private 
sector.  Steps  taken  to  streamline  our  organizational  structure  include  reducing  the 
overall  number  of  managers  and  consolidating  various  administrative  functions  within 
the  Agency.  Affected  personnel  will  be  reassigned  into  front-line,  mission-critical 
positions  where  they  will  have  a  more  direct  effect  on  customer  service.  By 
streamlining  our  organizational  structure  and  eliminating  redundant  functions,  we  will 
reduce  the  overall  number  of  FTEs  required  to  perform  our  mission  in  an  effective 
manner.  Concurrent  with  efforts  to  streamline  our  workforce,  we  are  aggressively 
implementing  the  President's  Competitive  Sourcing  Initiative.  We  have  identified  315 
positions  in  FY  2003  and  210  positions  in  FY  2004  that  will  undergo  competitive 
sourcing  studies  to  determine  the  cost-effectiveness  of  outsourcing  these  functions  to 
the  private  sector.  When  taken  together  with  ongoing  investments  in  productivity- 
enhancing  technologies,  we  believe  our  FY  2004  staffing  estimate,  along  with  its 
associated  payroll  cost,  is  reasonable  to  meet  the  challenges  facing  CMS. 

HIGLAS 

Mr.  Regula:  What  is  the  total  cost  of  the  HIGLAS  accounting  system  and  when 
do  you  expect  it  to  be  operational? 

Mr.  Scully:  CMS  estimates  the  total  cost  of  HIGLAS  at  $384.4  million.  This 
figure  is  from  our  final  business  case  analysis  at  the  time  of  the  contract  award  in 
September  2001 .  The  FY  2004  President's  Budget  requests  two-year  spending 
authority  for  $57  million  of  that  total.  CMS  intends  to  substantially  implement 
HIGLAS  in  the  Medicare  contractor  community  during  FY  2005  and  FY  2006  and  to 
utilize  HIGLAS  as  the  official  accounting  record  by  the  end  of  FY  2007. 

QUALIFIED  HIGH-RISK  INSURANCE  POOLS 

Mr.  Regula:  The  Trade  Act  of  2002  provided  $40  million  for  you  to  support 
qualified  high-risk  insurance  pools.  How  are  States  making  use  of  this  funding? 

Mr.  Scully:  The  Trade  Act  of  2002  provides  for  $40  million  in  grant  funding  for 
the  operation  of  existing  qualified  high-risk  insurance  pools  in  both  FY  2003  and 
FY  2004,  for  a  total  of  $80  million.  States  receiving  this  funding  will  utilize  the  money 
to  cover  up  to  50  percent  of  losses  incurred  in  their  qualified  high-risk  insurance  pools. 
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We  hope  that  that  some  States,  as  result  of  receiving  the  funding,  will  expand  eligibility 
of  their  qualified  high-risk  pools,  thereby  assisting  more  uninsured  individuals.  A 
regulation  formally  announcing  the  operation  grant  funding  is  slated  to  be  put  on 
display  soon.  This  regulation  includes  a  60-day  comment  period.  CMS  chose  to 
announce  the  funding  through  the  regulation  process  in  order  to  both  clarify  and  allow 
feedback  regarding  the  formula  used  to  allocate  the  funding.  Eligible  States  will  have 
until  September  30,  2003  to  submit  an  application  for  losses  incurred  in  their  fiscal  year 
2002;  June  30,  2004  for  losses  incurred  in  their  fiscal  year  2003;  and  June  30,  2005  for 
losses  incurred  in  their  fiscal  year  2004. 

HEALTHY  START,  GROW  SMART 

Mr.  Regula:  We  were  pleased  to  support  the  Healthy  Start,  Grow  Smart 
program  in  the  omnibus  bill  and  to  see  it  included  in  the  FY  2004  request.  Once  this 
program  gets  underway,  have  you  built  in  an  evaluation  component  to  judge  which 
messages  resonate  the  best  with  Medicaid  parents  and  whether  they  have  had  an  impact 
on  behavior? 

Mr.  Scully:  The  Healthy  Start,  Grow  Smart  series  of  13  pamphlets  is  an 
educational  effort  providing  month-by-month  information  helpful  to  all  parents,  starting 
with  the  newborn,  through  each  month  of  the  child's  first  year.  Each  pamphlet  contains 
specific  information  that  cannot  be  evaluated  against  the  others  in  the  series.  New 
parents  receive  child  care  and  child  development  information  in  many  forms  and  from 
numerous  sources,  including  the  hospital  at  the  time  of  delivery  and  their  healthcare 
providers;  the  goal  is  for  these  pamphlets  to  provide  one  more  source  of  helpful 
information. 

MEDICARE  &  YOU 

Mr.  Regula:  What  outside  assessments  have  been  made  to  judge  whether  the 
annual  mailing  of  the  Medicare  &  You  brochure  at  a  cost  of  nearly  $30  million  is  the 
most  effective  and  efficient  means  to  communicate  with  beneficiaries  about  the 
program. 

Mr.  Scully:  The  National  Medicare  &  You  Education  Program  (NMEP) 
Community  Monitoring  Survey  indicates  that  two-thirds  of  beneficiaries  are  satisfied 
with  the  handbook.  Survey  data  indicate  that  66  percent  of  beneficiaries  are  satisfied, 
17  percent  are  neither  satisfied  nor  dissatisfied;  4  percent  are  dissatisfied  or  very 
dissatisfied;  and  the  remaining  13  percent  do  not  know  or  did  not  answer  this  question. 
In  addition,  research  shows  direct  mailings  are  the  most  effective  approach  for 
communicating  reference  material  to  beneficiaries.  All  of  the  NMEP  testing  and 
assessment  activities  have  consistently  shown  that  most  beneficiaries  use  the  handbook 
as  a  reference  document.  We  have  revised  the  Medicare  &  You  handbook  to  reflect  its 
use  as  a  reference  document.  Further,  CMS  continually  explores  ways  to  lower  the  cost 
of  producing  and  distributing  the  handbook. 
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TOLL-FREE  TELEPHONE  INFORMATION 

Mr.  Regula:  Have  you  found  the  24-hour  toll-free  lines  provide  needed 
coverage  to  beneficiaries,  or  are  you  considering  less  manpower  intensive  alternatives? 

Mr.  Scully:  CMS  does  not  foresee  altering  our  expanded  services  at  1-800- 
MEDICARE.  Call  volumes  have  increased  since  CMS  expanded  services  to  offer  24 
hours  a  day,  seven  days  a  week  access  to  customer  service  representatives  (CSRs)  at  1  - 
800-MEDICARE.  The  call  volume  for  the  first  quarter  of  calendar  year  2003  was 
4  percent  higher  than  the  same  period  for  2002.  Call  volume  for  2002  was  1 1  percent 
higher  than  for  2001 .  CMS's  1 -800-MEDICARE  contractor  continuously  monitors  call 
volume  and  adjusts  staffing  levels  to  ensure  adequate  numbers  of  CSRs  are  available  to 
assist  callers  with  their  Medicare  questions.  CMS  continues  to  examine  ways  to 
enhance  services  for  beneficiaries.  Customer  satisfaction  ratings  for  1 -800- 
MEDICARE  consistently  remain  in  the  88-92  percent  range.  Beneficiaries  are 
benefiting  from  24/7  access  to  CSRs  at  1 -800-MEDICARE  and  are  pleased  to  have  a 
CSR  available  at  all  times  to  answer  their  questions.  During  the  overnight  hours,  all 
calls  are  forwarded  to  one  call  center  as  a  means  of  keeping  this  service  cost  efficient. 

MEDICARE  APPEALS  REFORM 

Mr.  Regula:  You  propose  a  modest  effort  ($3  million)  to  begin  work  on  the 
appeals  for  local  and  national  coverage  determinations.  When  that  system  is  up  and 
running,  what  do  you  expect  the  full-year  costs  to  be?  What  share  of  appeals  do  you 
expect  to  cover  in  FY  2004? 

Mr.  Scully:  CMS  estimates  that  the  full-year  cost  of  handling  appeals  for  local 
and  national  coverage  determinations,  as  mandated  by  BBPA  Section  522,  will  be 
$20  million.  Since  the  start-up  phase  could  take  up  to  12  months,  and  require  all  of  the 
requested  $3  million,  case  processing  would  probably  begin  in  October  2004. 

NURSING  HOME  QUALITY  INITIATIVE 

Mr.  Regula:  How  many  nursing  homes  are  covered  by  the  data  released  in  the 
National  Nursing  Home  Quality  Initiative? 

Mr.  Scully:  As  of  February  2003,  we  have  released  quality  measure  information 
on  16,702  nursing  homes.  This  represents  nearly  all  Medicare  or  Medicaid  certified 
nursing  homes. 

Mr.  Regula:  Have  the  ratings  been  accepted  by  the  providers  or  are  you  getting 
complaints  that  the  factors  used  are  unfair? 

Mr.  Scully:  Providers,  as  a  whole,  view  these  measures  as  fair.  Prior  to  using 
them  for  the  national  rollout  in  November  2002,  many  things  were  done  to  be  sure  they 
represented  the  result  of  the  best  available  science  of  quality  measurement.  CMS 
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worked  closely  with  The  National  Quality  Forum  —  an  independent  body  of  experts  — 
to  decide  which  measures  to  use.  Prior  to  the  national  rollout,  a  preliminary  national 
validation  on  these  measures  was  completed  and  results  were  reviewed  by  CMS.  This 
study  was  conducted  in  six  States  with  209  nursing  homes.  CMS  used  the  findings  and 
expert  opinion  to  make  the  final  measure  selection.  Prior  to  the  national  rollout,  every 
provider  was  given  the  opportunity  to  preview  its  own  measures  and  discuss  scores  with 
CMS. 

HOME  HEALTH  CARE  AGENCIES 

Mr.  Regula:  How  long  will  it  take  for  you  to  establish  a  similar  system  for  home 
health  care  agencies? 

Mr.  Scully:  On  May  1,  our  www.medicare.  gov  website,  "Home  Health 
Compare"  will  go  live  with  information  on  1 1  different  quality  measures  for  every 
Medicare-certified  home  health  agency  in  eight  phase  I  States  (Florida,  Massachusetts, 
Missouri,  New  Mexico,  Oregon,  South  Carolina,  Wisconsin,  West  Virginia). 
Depending  on  the  results  from  phase  1 ,  we  intend  to  roll  this  out  for  every  home  health 
agency  nationally  this  fall. 

Mr.  Regula:  Does  the  data  come  from  Medicare  files  that  already  exist  or  have 
you  had  to  collect  new  information? 

Mr.  Scully:  The  data  already  exist  and  are  based  on  Outcome  and  Assessment 
Information  Set  (OASIS)  data  submitted  by  all  Medicare  certified  home  health  agencies 
to  their  State. 

DISEASE  MANAGEMENT 

Mr.  Regula:  Recently  we  have  been  made  aware  of  disease  management  (DM) 
entities  that  work  with  chronically  ill  individuals  to  educate  them  on  proper  use  of  their 
medications,  behavioral  changes,  and  other  lifestyle  issues  that  can  help  to  prevent 
hospitalizations.  Some  States  have  even  begun  to  integrate  DM  programs  into  their 
Medicaid  programs,  and  we  understand  that  CMS  is  examining  whether  these  programs 
should  be  part  of  the  fee-for-service  program.  Can  you  tell  me  where  you  are  in 
evaluating  these  programs  and  whether  you  see  them  becoming  a  part  of  the  Medicare 
program? 

Mr.  Scully:  CMS  is  actively  exploring  how  to  best  incorporate  disease 
management  services  into  the  fabric  of  its  operations,  specifically  addressing  the  issues 
raised  in  the  Institute  of  Medicine's  "Crossing  the  Quality  Chasm"  report.  As  such, 
CMS  is  undertaking  a  series  of  disease  management  demonstration  projects  that  provide 
beneficiaries  with  greater  choices,  enhanced  quality  of  care,  especially  for  those  who 
live  with  chronic  illnesses,  and  offers  better  value  for  the  dollars  spent  on  healthcare. 
CMS  will  be  assessing  whether  coordinated  care  and  disease  management  programs  can 
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improve  medical  treatment  plans,  reduce  avoidable  hospital  admissions  and  promote 
other  desirable  outcomes,  such  as  reducing  health  care  disparities,  without  increasing 
program  costs. 

Two  of  these  projects,  the  3-year  Medicare  Case  Management  Demonstration 
and  the  4-year  Medicare  Coordinated  Care  Demonstration  are  the  two  programs  that 
have  already  begun  enrolling  beneficiaries.  The  Case  Management  Demonstration  is 
designed  to  test  whether  intensive  case  management  services  for  congestive  heart  failure 
and  diabetes  mellitus  are  a  cost-effective  means  of  improving  the  clinical  outcomes, 
quality  of  life,  and  satisfaction  with  services  for  high-risk  patients  in  the  Medicare  fee- 
for-service  program.  The  Coordinated  Care  Demonstration  is  designed  to  test  whether 
coordinated  care  programs  can  improve  medical  treatment  plans,  reduce  avoidable 
hospital  admissions,  and  promote  other  desirable  outcomes  among  Medicare 
beneficiaries  with  chronic  diseases.  An  evaluation  of  both  these  demonstrations  is 
underway.  The  first  biannual  Report  to  Congress  on  these  programs  will  describe  the 
initial  findings  and  will  be  submitted  in  late  spring  2004.  The  16  sites  participating  in 
these  two  demonstrations  provide  a  wide  range  of  approaches  affording  CMS  the 
opportunity  to  identify,  on  an  ongoing  basis,  those  programs  or  aspects  of  programs  that 
are  most  effective  and  should  be  made  a  permanent  part  of  the  regular  Medicare 
program. 

Several  other  demonstrations  are  under  development: 

The  Benefits  Improvement  and  Protection  Act  (BTPA)  Disease  Management 
Demonstration  is  designed  to  determine  the  impact  on  costs  and  health  outcomes 
of  offering  disease  management  services  and  prescription  drug  coverage  to 
Medicare  beneficiaries  with  advanced-stage  congestive  heart  failure,  diabetes,  or 
coronary  heart  disease.  CMS  is  currently  reviewing  the  demonstration 
applications. 

The  Capitated  Disease  Management  Demonstration  is  designed  to  test  whether 
risk  bearing  entities  can  administer  and  tailor  health  plans  for  Medicare 
beneficiaries  with  chronic  diseases  such  as  stroke,  congestive  heart  failure,  and 
diabetes;  dual  eligibles;  and  frail  elderly  using  fully  risk  adjusted  payments.  A 
solicitation  for  demonstration  sites  was  recently  published  and  responses  are  due 
by  the  end  of  May  2003,  with  awards  expected  later  this  year. 
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MEDICARE  CLAIMS 

Mr.  Regula:  Identify  the  number  of  Part  A  and  B  claims  projected  to  be  paid  in 
FY  2003  and  FY  2004,  along  with  the  most  current  projections  of  cost  per  claim. 

Mr.  Scully:  Below  is  a  table  with  this  information  on  claims: 


FY  2003 
Current 
Estimate 

FY  2004 
President's 
Budget 

Claims  Volumes: 
(in  millions) 

Part  A 

173.0 

179.2 

PartB 

870.0 

917.9 

Total 

1,043.0 

1,097.1 

Unit  Costs: 
(in  dollars) 

Part  A 

$0.89 

$0.87 

PartB 

$0.67 

$0.65 

PRESIDENT'S  MANAGEMENT  AGENDA 

Mr.  Regula:  Identify  the  components  of  the  $6  million  savings  assumed  in  the 
President's  FY  2004  budget  attributable  to  the  President's  Management  Agenda. 

Mr.  Scully:  The  $6  million  savings  will  be  accomplished  by  implementing 
CMS's  FY  2004  Strategic  Management  of  Human  Capital  Action  Plan.  The  action  plan 
will  use  a  four-pronged  approach  based  on  administrative  consolidation,  delayering, 
accountability,  and  strategic  workforce  planning.  The  savings  will  be  realized  through 
attrition  based  on  task  consolidation  that  results  in  the  elimination  of  positions  or  FTEs. 

SURVEY  AND  CERTIFICATION 

Mr.  Regula:  Provide  the  ratings  for  each  State  survey  agency  with  the  revised 
State  performance  standards  in  the  Survey  and  Certification  program. 

Mr.  Scully:  FY  2001  was  the  first  year  for  State  performance  standards  as  part 
of  the  Nursing  Home  Oversight  Improvement  Program.  However,  as  part  of  this  effort 
we  did  not  have  a  composite  'rating'  for  States.  Rather,  we  reported  to  States  whether 
they  met,  did  not  meet,  or  partially  met  the  six  performance  standards.  Six  State 
agencies,  including  Missouri  (which  has  two  divisions),  Montana,  South  Dakota, 
Pennsylvania,  Utah,  and  West  Virginia,  met  five  of  the  six  standards  and  partially  met 
the  remaining  standard.  Five  State  agencies  failed  to  meet  two  standards,  the  greatest 
number  of  standards  not  met  by  a  State.  Those  agencies  included  New  Jersey,  New 
York,  Oklahoma,  Texas,  and  Missouri. 
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We  axe  currently  in  the  process  of  analyzing  results  of  the  FY  2002  State 
performance  standards. 

STATE  SURVEY  &  CERTIFICATION  AND  RESEARCH  FTEs 

Mr.  Regula:  How  many  Federal  FTEs  are  associated  with  the  survey  and 
certification  and  research  and  evaluation  functions  within  CMS? 

Mr.  Scully:  There  are  approximately  508  FTEs  currently  performing  both 
survey  and  certification  workloads  and  research  and  evaluation  workloads  within  CMS. 
Nearly  437  FTEs  are  performing  nationwide  survey  and  certification  activities  on  behalf 
of  our  Medicare  and  Medicaid  beneficiaries.  Within  CMS's  Office  of  Research, 
Development,  and  Information,  there  are  approximately  71  core  FTEs  engaged  in  both 
intramural  and  extramural  research,  demonstration  and  evaluation  activities.  This 
number  does  not  reflect  personnel  within  our  other  program  offices,  whose  work  may  be 
included  under  a  broad  definition  of  the  term  research.  For  example,  we  have  excluded 
personnel  who  are  involved  in  the  development  of  payment  systems  and  quality 
assurance  measures,  as  well  as  those  who  manage  certain  Medicare  demonstration 
projects  from  the  FTE  total  shown  above. 

SURVEY  AND  CERTIFICATION 

Mr.  Regula:  How  many  facilities  are  removed  from  Medicare  or  Medicaid  each 
year  as  a  result  of  survey  and  certification  reviews? 
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Mr.  Scully:  Below  are  the  number  of  involuntary  terminations  from  Medicare 
and  Medicaid: 


Involuntary  Terminations  By  Provide* 

Type 

Facility  Type 

1996  1  1997 

1998 

1999 

2000 

2001 

2002 

TOTAL 

Hospitals 

2 

6 

3 

3 

4 

2 

3 

23 

Nursing  Homes 

45 

33 

51 

45 

41 

19 

12 

246 

Home  Health 

59 

63 

75 

57 

41 

20 

14 

329 

Agencies 

Portable  X-Ray 

0 

0 

2 

1 

0 

0 

0 

3 

Outpatient  Physical 
Therapy 

2 

6 

3 

2 

3 

5 

2 

23 

End  Stage  Renal 

2 

2 

1 

0 

1 

0 

1 

7 

Disease 

Intermediate  Care 

12 

17 

16 

14 

10 

7 

91 

Facilities  for  the 

Mentally  Retarded 

Rural  Health  Clinics 

4 

8 

3 

1 

0 

0 

18 

Outpatient 
Rehabilitation 

0 

0 

0 

2 

0 

1 

1 

4  ! 

Ambulatory'  Service 
Centers 

3 

4 

4 

4 

0 

2 

1 

18 

Hospice 

0 

1 

7 

5 

5 

2 

2 

22 

Organ  Procurement 

1 

0 

0 

0 

0 

0 

0 

1 

Community  Mental 

1 

3 

4 

12 

2 

2 

0 

24 

Health  Centers 

Federally  Qualified 
Health  Centers 

1 

1 



1 

0 

1 

0 

0 

4 

Clinical  Labs 

9 

4 

7 

13 

17 

7 

8 

65  : 

TOTAL 

141 

148 

176 

161 

131 

70 

51 

878  i 

MEDICARE  REFORM 

Mr.  Regula:  What  do  you  estimate  as  the  Federal  administrative  costs  for  the 
Administration's  Medicare  reform  proposals?  Will  the  costs  accrue  to  CMS  or  some 
other  entity? 

Mr.  Scully:  The  administration's  Medicare  reform  proposal  would  allow 
beneficiaries  to  select  among  three  options:  maintain  benefits  under  the  traditional 
Medicare  program;  select  "enhanced  Medicare,"in  which  private  health  plans  would 
provide  coverage  and  other  benefits;  or  enroll  in  "Medicare  Advantage,"  which  would 
be  similar  to  the  current  Medicare-rChoice  program.  The  president's  proposal  also 
includes  a  subsidy  for  low-income  beneficiaries  that  could  be  used  to  pay  copayments 
or  pharmaceuticals.  The  reform  proposal  is  expected  to  cost  S400  billion  over  the  next 
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10  years.  At  this  time  we  do  not  have  an  administrative  estimate  for  implementing  the 
Medicare  reform  proposal.  If  legislation  is  passed  in  2003,  benefit  changes  will  be 
phased-in.  Beginning  next  year  seniors  will  have  the  following  benefits:  All  seniors 
will  receive  access  to  discounted  drugs  (discount  of  1 0-25  percent)  through  Medicare- 
endorsed  prescription  drug  discount  cards;  all  low-income  seniors  will  have  access  to 
drug  discounts  through  the  card,  and  additional  assistance  in  purchasing  prescription 
drugs.  The  remaining  elements  of  the  proposal  would  be  implemented  in  2006. 

INFORMATION  TECHNOLOGY  FTEs 

Mr.  Regula:  What  reductions  and  FTE  shifts  does  your  FY  2004  budget  assume 
for  IT  initiatives  and  outsourcing? 

Mr.  Scully:  As  indicated  in  our  FY  2004  President's  budget,  we  currently  have 
a  comprehensive  IT  workforce  planning  initiative  in  place  to  ensure  that  necessary  skill 
sets  are  developed  in  support  of  our  IT  Modernization  Initiative.  CMS  already 
outsources  a  substantial  amount  of  our  commercial  IT  activities,  including  infrastructure 
operations,  programming  support,  and  software  development  and  maintenance.  While 
IT  Modernization  may  achieve  both  administrative  and  program  savings  over  the  next 
5-10  years,  we  do  not  expect  to  achieve  net  FTE  reductions  in  the  short-term.  The 
challenges  of  effectively  planning  and  implementing  the  Modernization  Initiative 
require  that  we  redeploy  any  FTE  replaced  through  attrition  or  outsourcing  to  support 
our  Modernization  initiative. 

SURVEY  AND  CERTIFICATION 

Mr.  Regula:  Identify  the  number  of  facilities  in  each  of  the  categories  shown  on 
page  11-43  of  the  FY  2004  Congressional  budget  justification. 

Mr.  Scully:  The  projected  numbers  of  Medicare  participating  facilities  in 
FY  2004  are  reflected  in  the  chart  below: 


TYPE  OF  FACILITY 

NUMBER 

1 

Long-Term  Care  Facilities 

15,172 

2 

Home  Health  Agencies 

7,144 

3 

Accredited  Hospitals 

4,540 

4 

Non- Accredited  Hospitals 

1,747 

5 

ESRD  Facilities 

4,720 

6 

Hospices 

2,387 

7 

Outpatient  Physical  Therapy 

3,183 

8 

Outpatient  Rehabilitation 

615 

9 

Portable  X-Rays 

683 

10 

Rural  Health  Clinics 

3,413 

11 

Ambulatory  Surgical  Centers 

4,135 
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MEDICARE  APPEALS  REFORM 

Mr.  Istook:  Based  on  our  analysis  of  your  agency's  resources  and  needs  for  the 
coming  year  —  and  especially  your  priority  to  implement  both  the  appeal  reforms 
required  by  BIPA  52 1  and  522  and  the  transfer  of  the  Medicare  hearings  workload  to 
CMS  —  the  S 1 29  million  in  your  budget  appears  inadequate.  There  does  not  appear  to 
be  enough  funding  ever  the  amount  being  transferred  from  the  Social  Security 
Administration  to  both  set  up  the  administration  of  the  program  and  adequately  address 
the  requirements  of  the  reforms  in  the  law. 

Please  discuss  for  the  Committee  the  planned  transition  process,  the  additional 
resources  that  will  be  required  for  the  full  implementation  of  BIPA,  and  the  current 
backlogged  cases  by  State. 

Mr.  Scully:  CMS  has  developed  separate  transition  processes  for  each  of  the 
major  BIPA  pro\isions: 

•  For  section  521 .  CMS  has  proposed  a  legislative  amendment  in  the  FY  2004 
budget  that  would  provide  an  extension  of  the  implementation  deadline  until 
16  months  after  receipt  of  funding.  This  would  allow  sufficient  time  to  proceed 
with  rulemaking,  award  contracts  to  the  qualified  independent  contractors  (QIC), 
and  develop  necessary  systems  and  operational  support  If  funds  are  received  on 
October  1,  2003,  these  provisions  could  be  fully  implemented  by  February  2005. 
The  budget  request  reflects  this  mid-year  implementation. 

•  For  section  522.  implementation  of  coverage  appeals  is  partly  dependent  on 
publication  of  the  final  regulation,  which  is  currently  in  the  clearance  process, 
and  on  funding.  CMS  has  requested  S3  million  in  FY  2004  for  start-up 
acti\ities.  We  plan  to  fully  implement  these  provisions  in  FY  2005  and  estimate 
that  this  will  cost  $20  million  annually. 

For  Medicare  hearings,  the  Department  and  the  Social  Security  Administration 
(SSA)  have  agreed  in  principle  to  transfer  this  function  currently  performed  by 
SSA's  Office  of  Hearings  and  Appeals.  Negotiations  over  the  details  of  the 
transfer  are  on-going.  CMS  is  preparing  a  Memorandum  of  Agreement  that  will 
reflect  these  decisions. 

In  FY  2004,  we  have  requested  initial  implementation  funding  for  section  521 
and  522  provisions.  Although  we  do  not  currently  have  a  final  estimate  for  the  full 
implementation  costs,  we  agree  they  will  be  higher  than  the  S129  million  requested  for 
FY  2004. 
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CMS  would  also  incur  significant  costs  once  the  Medicare  hearings  workload  is 
fully  transitioned.  CMS  is  still  determining  the  most  effective  manner  to  effectuate  this 
transfer;  however,  our  FY  2004  budget  request  provides  the  resources  needed  to  build 
the  framework  of  systems  and  operational  support  that  needs  to  be  in  place  to  facilitate 
the  transfer  of  the  Medicare  hearings  workload. 

Currently,  the  volume  of  backlogged  Medicare  hearings  is  about  39,000  cases. 
We  do  not  have  this  data  by  individual  State. 

Mr.  Istook:  Please  describe  what  you  would  be  able  to  accomplish  with  an 
additional  $50  million  in  funding  over  the  Administration's  request? 

Mr.  Scully:  In  FY  2004,  CMS  would  use  additional  funding  to  implement  BIPA 
section  522  coverage  appeals.  CMS  would  also  explore  the  possibility  of  a  more 
expeditious  implementation  of  section  521  changes. 

Mr.  Istook:  Would  this  increase  make  it  more  likely  that  you  could  successfully 
complete  these  tasks? 

Mr.  Scully:  CMS's  request  for  $3  million  for  the  section  522  coverage  appeals 
would  cover  only  initial  implementation  activities.  Additional  funding  would  allow  us 
to  more  fully  implement  these  new  coverage  appeals  next  year. 
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MEDICARE  HEARINGS  TRANSFER 

Mrs.  Northup:  I  read  in  your  statement  and  in  a  recent  New  York  Times  article 
that  CMS  will  soon  move  the  Medicare  hearing  function  from  the  Social  Security 
Administration  (SSA)  to  house  it  within  your  agency.  The  Times  article  was 
particularly  scathing  in  its  assessment  of  alternatives  to  the  current  administrative  law 
judge  (ALJ)  system,  while  failing  to  note  both  the  current  lag  time  of  300  days  and  the 
moratorium  on  ALJ  hires  that  has  been  imposed  on  CMS  for  a  number  of  years. 

And  while  I  agree  that  the  Medicare  hearing  and  appeals  process  would  be  better 
served  in  CMS,  transferring  the  operation  from  SSA  by  October  1st  seems  to  be  a 
colossal,  if  not  impossible,  task.  Do  you  believe  that  CMS  possesses  sufficient  time  and 
resources  to  accomplish  this  transition  by  the  deadline? 

Mr.  Scully:  The  President's  Budget  proposes  a  transfer  of  the  appeals  process 
by  FY  2004.  The  Department  and  SSA  have  agreed  in  principle  to  transfer  this  function 
currently  performed  by  SSA's  Office  of  Hearings  and  Appeals.  Negotiations  over  the 
details  of  the  transfer  are  on-going.  CMS  is  preparing  a  Memorandum  of  Agreement 
that  will  reflect  these  decisions. 

We  can  transfer  the  responsibility  by  October  1, 2003,  and  have  requested  new 
authority  to  use  administrative  mechanisms  other  than  ALJs  to  help  make  this  transition 
successful.  The  Federal  Circuit  Court  recently  lifted  the  moratorium  on  hiring  ALJs, 
but  until  all  appeal  rights  are  exercised  and  the  Court  issues  a  mandate,  OPM  cannot  re- 
open its  ALJ  hiring  channels.  Therefore,  we  still  need  the  other  administrative 
mechanisms.  CMS's  FY  2004  request  provides  the  resources  needed  to  build  the 
framework  of  systems  and  operational  support  that  needs  to  be  in  place  to  facilitate  this 
transfer.  The  goal  of  the  Administration's  budget  proposal  is  to  design  a  process  that 
provides  fair  and  timely  hearings  for  our  Medicare  beneficiaries. 

BENEFITS  OF  MEDICARE  HEARINGS  TRANSFER 

Mrs.  Northup:  Would  moving  the  Medicare  hearing  and  appeals  process  to 
CMS  better  serve  our  seniors?  Please  explain. 

Mr.  Scully:  I  believe  that  moving  the  Medicare  hearing  process  to  CMS  would 
result  in  significant  improvements  in  consistency,  efficiency,  and  timeliness.  We  plan 
to  establish  a  Medicare-specific  ALJ  or  hearings  officer  corps  for  conducting  Medicare 
hearings.  These  individuals  would  receive  extensive  training  on  Medicare  programs 
and  extensive  expertise  in  adjudicating  Medicare  appeals  to  ensure  that  cases  would  be 
heard  and  resolved  in  a  timely  manner. 

COST  OF  MEDICARE  HEARINGS  TRANSFER 

Mrs.  Northup:  What  costs  will  this  additional  workload  impose  on  CMS?  Do 
you  anticipate  any  cost  savings  associated  with  in-house  operations  as  opposed  to  the 
current  arrangement  with  SSA? 


763 


Mr.  Scully:  The  FY  2004  budget  request  includes  $129  million  for  the  first  year 
of  implementing  a  reformed  appeals  process,  including  BIPA  section  521  reforms  and 
the  transfer  of  the  hearings  function.  We  anticipate  that,  through  training  and 
specialization  in  Medicare  issues,  a  Medicare-specific  ALJ  or  hearings  officer  corps 
should  be  efficient  and  effective.  Additionally,  CMS  plans  to  explore  the  wider  use  of 
video-teleconferencing.  This  would  still  allow  for  face-to-face  hearings  but  would 
eliminate  the  need  for  expensive,  and  time-consuming,  travel  by  both  appellants  and 
ALJs. 

MORATORIUM  ON  HIRING  NEW  ALJs 

Mrs.  Northup:  Why  can  CMS  not  hire  ALJs?  What  alternatives  do  you  envision 
for  filling  the  needed  ALJ  duties  within  the  Medicare  appeals  system? 

Mr.  Scully:  The  current  moratorium  on  hiring  new  administrative  law  judges 
(ALT)  dates  back  to  April  1999  when  the  Merit  System  Protection  Board  (MSPB)  ruled 
in  favor  of  the  appellant  in  a  lawsuit  (Azdell  v.  Office  of  Personnel  Management 
(OPM))  which  claimed  that  OPM' s  1996  scoring  formula  for  ALJ  examinations  was 
unlawful.  In  February  2003,  the  Court  of  Appeals  for  the  Federal  Circuit  overturned  the 
MSPB's  ruling  in  favor  of  OPM.  However,  until  all  possible  petitions  are  filed  and 
ruled  on,  the  moratorium  continues. 

OPM  has  informally  advised  CMS  that  they  expect  this  case  to  be  settled  in  its 
favor  but  a  final  mandate,  which  would  end  the  moratorium,  may  not  be  issued  for 
several  months.  As  a  result,  CMS  has  had  to  consider  other  possible  options  for 
adjudicating  Medicare  hearings,  such  as  hiring  administrative  judges  or  permitting  non- 
ALJs  to  make  favorable,  but  not  adverse,  recommendations  to  ALJs.  If  this  case  is 
resolved  in  OPM's  favor,  CMS  will  be  able  to  hire  ALJs  and  not  have  to  use 
alternatives.  However,  our  budget  request  reflects  the  use  of  these  alternative 
mechanisms. 

IMPROVE  MEDICARE  HEARINGS  PROCESS 

Mrs.  Northup:  What  can  Congress  do  to  ease  this  transition  and  provide  for  a 
new,  more  efficient  and  streamlined  appeals  process  for  Medicare  beneficiaries? 

Mr.  Scully:  We  believe  our  FY  2004  budget  request,  which  provides  the 
resources  and  strategy  for  building  the  systems  and  operational  support  framework  for 
this  transfer,  best  represents  an  efficient  and  effective  proposal  for  reforming  the 
Medicare  appeals  process. 

The  level  of  funding  in  our  budget  request  assumes  that  the  proposed  changes 
and  the  provision  regarding  increased  flexibility  in  conducting  Medicare  hearings  are 
both  enacted.  Without  these  changes,  CMS's  FY  2004  request  is  not  adequate  to 
implement  BIPA  section  521  reforms  and  effectuate  the  transfer  of  the  hearings 
function. 
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NURSING  HOME  ADMINISTRATION 

Mrs.  Northup:  As  you  know,  nursing  facilities  are  required  to  meet  Federal 
regulatory  standards  in  order  to  participate  in  Medicare/Medicaid  programs. 
Compliance  is  determined  by  a  State  survey  of  the  facility.  But  if,  when  the  State 
survey  agency  conducts  another  visit  to  determine  if  the  deficiencies  enumerated  in  the 
first  visit  have  been  met,  new  deficiencies  are  found,  CMS  policy  directs  that  State 
agency  to  ignore  periods  of  compliance.  This  prevents  facility  recertification  and 
perpetuates  any  enforcement  action  already  in  place,  even  when  previous  deficiencies 
have  been  corrected.  The  policy  harms  patients  and  facilitates  because  it  can  lead  to 
premature  termination  from  Medicare/Medicaid  programs,  termination  for  minor 
deficiencies  and/or  unwarranted  continuation  of  enforcement  actions  such  as  civil 
monetary  penalties. 

Facilities  which  surveyors  find  to  have  substandard  quality  of  care  need  to  be 
closely  monitored  and  appropriate  remedies  should  be  levied  upon  the  facility.  But 
basic  fairness,  as  well  as  insuring  that  improvements  can  be  made  quickly,  requires  that 
the  facility  receive  some  leniency  when  they  are  subject  to  an  extended  survey. 

What  can  you  do  to  ensure  that  nursing  home  surveys  are  administered  in  a 
timely  and  non-adversarial  process  that  works  to  the  mutual  benefit  of  both 
administrators  and  residents? 

Mr.  Scully:  Our  expectation  is  that  nursing  homes  remain  in  compliance  with 
Federal  requirements  at  all  times.  However,  our  survey  and  certification  program 
envisions  that  most  nursing  homes  would  have  an  opportunity  to  correct  deficiencies 
unless  there  is  a  deficiency  of  such  severity  (such  as  an  immediate  jeopardy)  or  ongoing 
noncompliance  as  represented  by  a  pattern  of  actual  harm  on  two  successive  surveys. 

In  the  situation  you  describe  above,  a  facility  was  found  out  of  compliance, 
corrected  those  deficiencies,  and  then  as  a  result  of  the  survey  to  verify  compliance  -- 
was  found  again  to  be  out  of  compliance.  When  a  nursing  home  is  surveyed,  surveyors 
look  at  the  nursing  home  as  a  snapshot  in  time.  The  fact  that  new  deficiencies  were 
found  at  the  revisit  to  the  nursing  home  demonstrates  the  nursing  home's  inability  to 
maintain  compliance.  Moreover,  those  deficiencies  were  more  than  likely  to  have  been 
present  before  the  revisit  occurred.  Even  in  those  situations  where  new  deficiencies 
were  found  at  a  revisit,  the  vast  majority  of  nursing  homes  would  get  an  opportunity  to 
correct  those  deficiencies  before  a  sanction  would  be  imposed. 

The  number  of  remedies  (sanctions)  imposed  over  the  last  several  years  is 
relatively  small.  In  FY  2002  less  than  a  quarter  of  all  nursing  homes  had  sanctions  of 
any  kind.  Of  those  nursing  homes  sanctioned,  28  percent  had  a  denial  of  payment  for 
new  admissions  and  53  percent  had  a  civil  money  penalty  imposed  (ranging  from  $50  to 
$10,000).  The  remaining  sanctions  were  State  monitoring,  directed  plans  of  correction 
and  directed  in-service  training. 
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CMS  believes  that  sharing  best  practices  with  nursing  homes  as  well  as  keeping 
open  communication  during  its  surveys  helps  make  the  survey  process  less  adversarial. 
We  are  also  committed  to  making  surveys  timely  by  enforcing  our  statutorily  mandated 
survey  intervals  of  a  State-wide  average  of  12  months  but  no  more  than  15  months 
between  surveys. 

SURVEY  AND  CERTIFICATION 

Mrs.  Northup:  Should  facilities  with  the  greatest  problems  be  subject  to  more 
frequent  surveys  and  higher  performing  facilities  to  less  intensive  scrutiny? 

Mr.  Scully:  We  agree  that  nursing  homes  with  good  compliance  history  should 
be  sun- eyed  less  frequently  than  those  with  more  problems.  The  Omnibus  Budget 
Reconciliation  Act  of  1987  (OBRA'87),  the  statutory  basis  for  nursing  home  reform, 
did  envision  such  flexibility.  The  law  permits  States  to  survey  some  nursing  homes 
within  15  months  as  long  as  the  State-wide  average  is  no  more  than  12  months.  This 
permits  States  the  flexibility  to  survey  more  problematic  nursing  homes  more 
frequently.  There  is  no  minimum  number  of  months  between  surveys  stipulated  by  law. 

Mrs.  Northup:  Would  it  be  feasible  to  operate  a  system  that  surveys  long-term 
care  facilities  at  varying  intervals  based  on  performance? 

Mr.  Scully:  It  would  be  feasible  to  operate  a  system  that  surveys  long-term  care 
facilities  at  varying  intervals  based  on  performance  as  long  as  those  surveys  are 
conducted  within  the  15-month  time  period  stipulated  by  statute. 

To  some  extent,  we  already  have  such  a  process.  Nursing  homes  with  recurring 
problems  (poor  performance)  are  more  likely  to  have  complaints  alleging 
noncompliance.  In  these  cases,  the  State  would  be  in  the  facility  more  frequently  than  a 
facility  with  no  complaints. 

Mrs.  Northup:  Would  such  a  system  allow  for  more  focused  intervention  on  the 
facilities  most  in  need  of  adjustment? 

Mr.  Scully:  We  agree  that  a  system  where  the  most  problematic  nursing  homes 
get  more  attention  would  be  helpful.  However,  it  is  equally  important  to  have  a 
presence  with  all  nursing  homes.  Again,  we  believe  that  States  already  have  the 
flexibility  to  put  more  attention  on  nursing  homes  with  compliance  problems. 

PEDIATRIC  DENTISTRY 

Mrs.  Northup:  I  understand  that  CMS  is  reviewing  an  updated  Guide  to 
Children 's  Dental  Care  under  Medicaid.  Given  that  this  document  is  intended  to 
replace  the  existing  document  that  is  over  20  years  old  and  no  longer  reflective  of 
contemporary  pediatric  dental  care,  can  you  tell  us  when  the  final  document  will  be 
released  and  can  you  ensure  there  is  appropriate  input  from  the  Chief  Dental  Officer  at 
CMS? 
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Mr.  Scully:  The  Guide  to  Children 's  Dental  Care  In  Medicaid  is  currently  in  the 
final  stages  of  review.  Dr.  Allen  Davis,  our  Chief  Dental  Officer  has  been  actively 
involved  in  the  process  of  updating  this  document. 

DISEASE  MANAGEMENT 

Mrs.  Northup:  As  you  know,  a  very  substantial  proportion  of  Medicare  and 
Medicaid  costs  are  attributable  to  a  small  subset  of  the  beneficiary  population  with 
multiple  chronic  conditions  such  as  asthma,  diabetes,  congestive  heart  failure,  and 
coronary  artery  disease.  Anything  we  can  do  to  prevent  the  onset  of  such  conditions 
will  pay  dividends  in  the  long  run. 

For  those  individuals  who  already  suffer  from  chronic  illness,  it  is  often  the  case 
that  expensive  hospital  re-admissions  for  this  population  can  be  avoided  through 
management  of  their  condition  that  provides  education  on  such  matters  as  the  use  of 
prescription  drugs  and  self-monitoring;  behavior  modification  reinforcement  in  areas 
such  as  diet,  exercise,  and  smoking;  and  regularized  communication  and  feedback.  In 
light  of  this,  there  is  growing  interest  in  the  role  that  disease  management  (DM) 
organizations  can  play  in  providing  these  types  of  services  toward  the  goal  of  reducing 
health  care  costs  and  improving  patient  quality  of  life. 

I  understand  that  many  States  have  now  initiated  DM  programs  under  Medicaid, 
that  most  Medicare+Choice  programs  have  active  DM  programs,  and  that  CMS  is 
examining  the  application  of  DM  to  fee-for-service  Medicare. 

Can  you  tell  me  what  is  being  done  at  the  Federal  level  to  facilitate  the  use  of 
DM  in  Medicaid  and  Medicare  —  especially  fee-for-service  Medicare? 

Mr.  Scully:  CMS  is  actively  exploring  how  to  best  incorporate  disease 
management  services  into  the  fabric  of  its  operations,  specifically  addressing  the  issues 
raised  in  the  Institute  of  Medicine's  "Crossing  the  Quality  Chasm"  report.  As  such, 
CMS  is  undertaking  a  series  of  disease  management  demonstration  projects  that  provide 
beneficiaries  with  greater  choices,  enhanced  quality  of  care,  especially  for  those  who 
live  with  chronic  illnesses,  and  offers  better  value  for  the  dollars  spent  on  healthcare. 
CMS  will  be  assessing  whether  coordinated  care  and  disease  management  programs  can 
improve  medical  treatment  plans,  reduce  avoidable  hospital  admissions  and  promote 
other  desirable  outcomes,  such  as  reducing  health  care  disparities,  without  increasing 
program  costs. 

Two  of  these  projects,  the  3 -year  Medicare  Case  Management  Demonstration 
and  the  4-year  Medicare  Coordinated  Care  Demonstration  are  the  two  programs  that 
have  already  begun  enrolling  beneficiaries.  The  Case  Management  demonstration  is 
designed  to  test  whether  intensive  case  management  services  for  congestive  heart  failure 
and  diabetes  mellitus  are  a  cost-effective  means  of  improving  the  clinical  outcomes, 
quality  of  life,  and  satisfaction  with  services  for  high-risk  patients  in  the  Medicare  fee- 
for-service  program.  The  Coordinationed  Care  Demonstration  is  designed  to  test 
whether  coordinated  care  programs  can  improve  medical  treatment  plans,  reduce 
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avoidable  hospital  admissions,  and  promote  other  desirable  outcomes  among  Medicare 
beneficiaries  with  chronic  diseases.  An  evaluation  of  both  these  demonstrations  is 
underway.  The  first  biannual  Report  to  Congress  on  these  programs  will  describe  the 
initial  findings  and  will  be  submitted  in  late  spring  2004.  The  16  sites  participating  in 
these  two  demonstrations  provide  a  wide  range  of  approaches  affording  CMS  the 
opportunity  to  identify,  on  an  ongoing  basis,  those  programs  or  aspects  of  programs  that 
are  most  effective  and  should  be  made  a  permanent  part  of  the  regular  Medicare 
program. 

Several  other  demonstrations  are  under  development: 

•  The  Benefits  Improvement  and  Protection  Act  (BIPA)  Disease  Management 
Demonstration  is  designed  to  determine  the  impact  on  costs  and  health  outcomes 
of  offering  disease  management  services  and  prescription  drug  coverage  to 
Medicare  beneficiaries  with  advanced-stage  congestive  heart  failure,  diabetes,  or 
coronary  heart  disease.  CMS  is  currently  reviewing  the  demonstration 
applications. 

•  The  Capitated  Disease  Management  Demonstration  is  designed  to  test  whether 
risk  bearing  entities  can  administer  and  tailor  health  plans  for  Medicare 
beneficiaries  with  chronic  diseases  such  as  stroke,  congestive  heart  failure,  and 
diabetes;  dual  eligibles;  and  frail  elderly  using  fully  risk  adjusted  payments.  A 
solicitation  for  demonstration  sites  was  recently  published  and  responses  are  due 
by  the  end  of  May  2003,  with  awards  expected  later  this  year. 

Mrs.  Northup:  I  understand  that  a  major  challenge  is  posed  in  providing  DM 
services  to  the  so-called  "dual  eligible"  population  —  generally  comprised  of 
individuals  who  qualify  for  Medicaid  as  a  consequence  of  their  income  but  also  qualify 
for  Medicare  as  a  consequence  of  age  or,  often,  disability.  In  this  high  cost  population, 
State  Medicaid  programs  have  only  a  very  limited  incentive  to  manage  the  care  of  these 
individuals  because  the  vast  bulk  of  any  realized  savings  would  accrue  to  Medicare  and 
not  Medicaid. 

Has  CMS  given  any  thought  to  how  we  can  better  promote  the  provision  of  DM 
services  to  this  population? 

Mr.  Scully:  We  are  encouraging  dual-eligible  beneficiaries  to  participate  in  all 
of  our  coordinated  care/disease  management  demonstrations.  Because  the 
demonstrations  will  focus  on  those  beneficiaries  with  the  most  serious  chronic 
conditions  and  those  with  the  most  intense  medical  needs,  we  expect  a  significant 
proportion  of  the  demonstration  enrollees  to  be  dual  eligibles.  In  addition,  as  noted 
previously,  the  forthcoming  Capitated  Disease  Management  Demonstration  will 
specifically  target  dual-eligible  beneficiaries  as  one  of  the  populations  that  CMS  is 
interested  in  including. 

Mrs.  Northup:  Do  you  intend  to  suggest  changes  in  the  delivery  system? 
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Mr.  Scully:  With  both  the  current  and  planned  disease  management 
demonstrations,  we  will  be  testing  a  wide  variety  of  programs  from  basic  case 
management  to  "high-tech"  monitoring  of  beneficiaries'  conditions.  The  evaluation 
results  from  this  wide  range  of  approaches  will  enable  us  to  identify  those  programs  or 
aspects  of  programs  that  improve  the  quality  of  care  while  stabilizing  or  reducing 
Medicare  costs.  Based  on  this  evaluation,  we  will  consider  the  merits  of  integrating 
disease  management  into  the  Medicare  program. 

Mrs.  Northup:  To  provide  appropriate  DM  services  to  the  Medicare  population 
requires  a  fairly  sophisticated  "triaging"  of  patient  data.  Beneficiaries  who  can  benefit 
from  such  services  need  to  be  identified  and  directed  toward  these  services. 

Can  you  tell  me  what  the  current  capabilities  are  with  the  Medicare  program  to 
identify  candidates  for  DM  services,  and  what  types  of  changes  or  enhancements  to 
existing  data  management  and  related  systems  would  be  needed  to  develop  the  IT 
architecture  and  systems  infrastructure  to  facilitate  this? 

Mr.  Scully:  We  are  currently  exploring  ways  of  identifying  beneficiaries  who 
would  benefit  from  disease  management  services.  CMS  is  in  the  process  of  developing 
procedures  to  use  the  existing  Medicare  claims  database  to  identify  beneficiaries  who, 
because  of  their  health  conditions,  might  benefit  from  participation  in  these  programs. 
Thus,  as  part  of  our  developmental  work  for  forthcoming  disease  management 
demonstrations  we  expect  to  leverage  existing  IT  assets  for  short-term  basic 
demonstration  requirements,  but  also  identify  needed  enhancements  to  the  IT 
architecture  and  to  the  systems  infrastructure  so  that  CMS  is  positioned  to  support  these 
initiatives  on  a  program-wide  scale. 
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PRESCRIPTION  DRUGS 

Mr.  Weldon:  There  is  currently  no  incentive  for  a  provider  to  take  the  time  to 
review  the  multiple  drugs  that  a  patient  may  be  taking  to  determine  if  there  is  a  more 
cost-effective  drug  regimen  for  that  person.  I  used  to  take  the  time  with  my  patients,  to 
review  their  drugs,  to  find  out  if  perhaps  there  was  a  cheaper  alternative  to  their 
prescriptions.  This  is  very  time  consuming  for  a  doctor  and  I  believe  that  this  is  a 
disincentive  for  a  provider  to  undertake  such  reviews.  There  is  no  billable  code  for  a 
provider  who  takes  the  time  to  review  and  revise  a  senior's  prescription  drug  regimen  to 
help  that  senior  eliminate  unnecessary  drugs  and  find  cheaper  alternatives.  If  such  a 
code  were  to  be  established,  there  would  have  to  be  strong  safeguards  to  ensure  that  this 
benefit  was  not  abused  by  providers.  As  we  consider  how  to  address  the  issue  of 
prescription  drugs  for  seniors,  this  is  going  to  be  an  increasing  area  of  concern.  It  is 
prudent  that  we  take  steps  to  ensure  that  seniors  are  not  over-medicated  and  that  there  is 
serious  consideration  given  to  the  costs  of  drugs  being  prescribed. 

Has  CMS  given  any  consideration  to  addressing  this  issue?  If  so,  what  were  the 
conclusions?  If  not,  do  you  plan  on  asking  for  a  review  of  this  matter  and  under  what 
timeframe  would  you  consider  this? 

Mr.  Scully:  Most  recent  legislative  proposals  and  the  President's  Framework  to 
Modernize  and  Improve  Medicare  plan  to  make  heavy  use  of  pharmacy  benefit 
managers  (PBMs)  to  administer  a  prescription  drug  benefit.  PBMs  can  play  a 
substantial  role  in  helping  beneficiaries  choose  the  most  cost-effective  drugs,  as  well  as 
protecting  them  from  adverse  events  and  dangerous  drug  combinations. 

In  their  role  as  claims  processors,  PBMs  naturally  build  up  a  complete  database 
of  the  medications  that  patients  are  taking,  and  the  companies  employ  sophisticated 
software  to  help  pharmacists  and  physicians  monitor  patients'  drug  use.  PBMs  can  alert 
patients  when  a  cheaper  generic  equivalent  is  available,  and  their  formularies  often  give 
patients  an  incentive  to  use  the  most  cost-effective  drug  in  its  therapeutic  class.  PBMs 
often  distribute  pocket  versions  of  these  formularies  to  physicians  and  make  them 
available  on  their  websites  for  quick  reference. 

Even  beyond  cost  control,  however,  PBMs  can  play  a  role  in  protecting  patient 
safety  through  a  process  called  drug  utilization  review  (DUR).  Using  their  databases, 
the  PBMs  can  alert  providers  when  a  patient  is  taking  a  dangerous  combination  of 
medicines,  or  when  medicine  dosages  need  to  be  adjusted.  The  individual  prescribing 
physicians  may  not  know  about  these  adverse  drug  interactions  in  cases  where  the 
patient  sees  multiple  doctors.  The  exciting  thing  about  this  process  is  that  the  computer 
checks  happen  in  real  time  —  at  the  retail  pharmacy  counter  and  before  the  patient  ever 
takes  the  dangerous  drug  combination.  PBMs  can  also  monitor  the  patients'  compliance 
with  drug  regimens  - —  when  they  are  filling  prescriptions  more  often  or  less  often  than 
prescribed  —  and  communicate  such  information  so  that  the  prescribing  physician  can 
ask  about  it  on  the  next  visit. 
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DEFENSIVE  MEDICINE 

Mr.  Weldon:  Has  CMS  studied  the  costs  of  defensive  medicine  on  the  Medicare 
budget,  comparing  costs  and  outcomes  in  States  with  strong  medical  malpractice  laws  to 
States  without  malpractice  caps?  Could  you  provide  the  Committee  with  information 
comparing  utilization  and  Medicare  costs  in  States  like  California  versus  States  like 
West  Virginia,  Washington,  D.C.,  Pennsylvania,  and  Florida? 

Mr.  Scully:  CMS  has  not  conducted  or  funded  any  studies  on  this  issue.  The 
latest  report  on  this  issue  was  released  by  HHS  on  March  3,  2003,  titled  "Addressing  the 
New  Health  Care  Crisis:  Reforming  the  Medical  Litigation  System  to  Improve  the 
Quality  of  Health  Care."  The  report  is  available  at 

wv\^.aspe.hhs.gov/daltcp/reports/medliab.pdf.  Based  on  a  study  by  Kessler  and 
McClellan  that  is  referenced  in  the  HHS  report,  it  is  estimated  that  "reasonable  limits  on 
non-economic  damages  can  reduce  health  care  costs  from  5  through  9  percent  without 
substantial  effects  on  mortality  or  medical  complications."  California  has  had  this  type 
of  limit  in  effect  for  25  years.  We  will  submit  information  on  State  utilization  rates  and 
Medicare  costs  under  separate  cover. 
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BENEFITS  IMPROVEMENT  AND  PROTECTION  ACT 

Mr.  Obey:  What  is  the  current  status  of  implementation  of  the  appeal  rights  and 
procedures  required  by  sections  521  and  522  of  the  Benefits  Improvement  and 
Protection  Act  of  2000? 

Mr.  Scully:  CMS  has  taken  a  series  of  steps  to  implement  the  substantial 
changes  required  by  this  law,  as  described  below.  Our  goal  has  been  to  put  CMS  in  the 
best  possible  position  to  implement  BIPA  521  requirements  once  these  issues  are 
resolved.  Major  steps  include: 

•  In  September  2002,  CMS  issued  a  ruling  regarding  procedures  for  Medicare 
contractors,  ALJs,  and  the  Departmental  Appeals  Board  to  use  for  handling 
initial  determinations  and  appeals  as  of  October  1,  2002.  This  interim  guidance 
addressed  short-term  implementation  issues  and  implemented  some  BIPA  521 
provisions,  including  establishing  a  new  120-day  deadline  for  filing  requests  for 
redeterminations  of  claims  denials  and  setting  the  threshold  for  the  amount  in 
controversy  for  ALJ  hearings  at  $100. 

•  Subsequently,  CMS  published  a  Request  for  Information  (RFI)  to  solicit 
industry  comments  in  connection  with  a  BIPA  521  requirement  that  CMS 
contract  with  at  least  12  Qualified  Independent  Contractors  (QICs)  to  conduct 
reconsiderations,  which  would  be  the  second  level  of  appeals.  We  obtained 
comments  on  a  draft  statement  of  work  for  prospective  bidders  and  other 
interested  members  of  the  industry.  Using  these  comments,  we  have  developed 
a  Request  for  Proposal  (RPP)  to  solicit  bids  for  the  QIC  work.  We  intend  to 
release  the  RFP  once  appeals  funding  issues  are  resolved. 

•  On  November  1 5,  2002,  we  published  a  comprehensive  proposed  rule  covering 
all  necessary  regulatory  changes  related  to  BIPA  521 ,  as  well  as  other  long- 
needed  changes  aimed  at  volume  control,  fairness  and  efficiency,  and  the 
creation  of  Medicare-specific  ALJ  regulations.  We  are  now  considering  the 
comments  on  the  proposed  rule  and  are  in  the  process  of  developing  the  final 
rule  for  publication  later  this  year. 

•  We  have  also  developed  specifications  for  the  data  system  needed  to  implement 
the  BIPA  521  changes  and  anticipate  entering  into  a  contract  by  late  June  2003 
to  begin  building  this  system. 

To  implement  BIPA  section  522,  CMS  has  published  a  notice  of  proposed 
rulemaking  (August  2002)  and  is  preparing  the  final  regulation  for  clearance  and 
publication.  Our  FY  2004  request  for  $3  million  will  cover  start-up  activities  such  as 
developing  a  database  and  a  tracking  system,  and  training  the  ALJs  and  Medicare 
contractors  on  the  new  processes.  We  anticipate  that  this  phase  will  take  up  to 
12  months  and  that  case  processing  would  begin  October  2004.  Once  this  workload  is 
fully  implemented,  we  estimate  that  it  will  cost  $20  million  annually. 
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CMS  has  a  process  in  place  for  interested  parties  seeking  a  change  in  a  national 
coverage  determination.  It  has  also  established  a  process  for  parties  to  use  when 
seeking  reconsideration  of  a  local  medical  review  policy. 

IMPLEMENTATION  OF  BIPA  SECTIONS  521  AND  522 

Mr.  Obey:  If  the  appropriations  requested  for  this  purpose  are  provided,  what  do 
you  anticipate  will  be  the  status  of  implementation  of  BIPA  sections  521  and  522  in 
FY  2004?  Can  we  expect  these  provisions  of  law  to  be  fully  implemented  by  the  end  of 
FY  2004?  If  not,  what  is  your  proposed  timetable  for  implementation  and  when  will 
implementation  be  complete?  How  would  this  answer  change  if  legislation  is  enacted 
extending  the  implementation  deadline  until  16  months  after  funding  is  provided,  as 
proposed  by  CMS? 

Mr.  Scully:  Once  the  appropriations  requested  for  BIPA  section  521  are 
provided,  CMS  would  initiate  the  contracting  process  for  the  new  qualified  independent 
contractors  (QICs)  required  by  section  521 — a  process  requiring  about  9  months.  After 
contracts  have  been  awarded,  we  estimate  that  each  QIC  will  need  4  to  6  months  to  hire 
and  train  staff,  develop  protocols,  implement  a  data  system,  etc.  Thus,  the  entire 
process  could  take  15  months  before  the  QICs  can  begin  processing  cases.  If  we  receive 
an  appropriation  on  October  1,  2003,  we  project  that  the  earliest  that  case  processing 
would  begin  is  the  first  quarter  of  calendar  year  2005.  Therefore,  -our  proposal  extends 
the  implementation  deadline  until  16  months  after  funding  is  provided. 

Our  FY  2004  request  for  section  522  included  $3  million  for  start-up  activities. 
We  anticipate  being  able  to  fully  implement  these  provisions  by  the  beginning  of 
FY  2005.  Our  full-year  estimate  for  section  522  is  $20  million. 

MORATORIUM  ON  HIRING  NEW  ALJs 

Mr.  Obey:  Your  testimony  indicates  that  an  injunction  against  hiring  new 
administrative  law  judges  (ALJs)  has  complicated  the  task  of  shifting  the  Medicare 
hearing  function  from  the  Social  Security  Administration  (SSA)  to  CMS.  What  is  the 
current  status  of  this  injunction  and  the  underlying  litigation?  If  an  injunction  remains 
in  place,  does  the  Administration  plan  to  ask  the  court  to  lift  or  modify  the  injunction  in 
order  to  allow  hiring  of  the  ALJs  needed  by  CMS  (as  I  believe  was  done  previously  for 
SSA)? 

Mr.  Scully:  CMS  has  requested  new  authority  to  use  administrative  mechanisms 
other  than  ALJs  to  help  make  this  transition  successful.  The  Federal  Circuit  Court 
recently  lifted  the  moratorium  on  hiring  ALJs,  but  until  all  appeal  rights  are  exercised 
and  the  Court  issues  a  mandate,  OPM  cannot  re-open  its  ALJ  hiring  channels. 
Therefore,  we  still  need  the  other  administrative  mechanisms. 
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ALTERNATIVE  MECHANISMS  FOR  ALJ  REVIEWS 

Mr.  Obey:  The  Administration's  budget  requests  insertion  of  a  proviso  into  the 
CMS  program  management  appropriations  language  to  allow  the  Secretary  to  "use 
alternative  mechanisms  in  lieu  of  Administrative  Law  Judge  review"  for  Medicare 
appeals.  Let  me  ask  several  questions  about  this  language  request- 
Precisely  what  "alternative  mechanisms"  would  you  use  for  handling  Medicare 
appeals  if  this  language  were  to  be  enacted?  Would  hearings  be  provided?  What  types 
of  officers  or  employees  would  adjudicate  appeals  in  lieu  of  ALJs?  What  law  would 
govern  the  procedures  and  standards  for  decision-making? 

Mr.  Scully:  Among  the  options  we  have  considered  as  alternatives  to 
administrative  law  judges  (ALJ)  have  been  hiring  administrative  judges  or  permitting 
non-ALJs  to  make  recommendations  to  ALJs,  particularly  in  cases  they  believe  should 
be  decided  in  favor  of  the  appellant.  The  same  laws  that  govern  the  current  procedures 
and  standards  for  decision-making  would  still  apply.  We  have  not  considered  using 
arbitration  or  mediation  or  Department  lawyers,  as  has  been  reported  in  a  recent 
newspaper  article. 

Mr.  Obey:  What  safeguards  would  be  employed  to  ensure  the  independence  and 
impartiality  of  the  officials  handling  Medicare  appeals  under  these  alternative 
mechanisms? 

Mr.  Scully:  We  recognize  the  need  for  these  decision-makers  to  remain 
independent  and  impartial  and  would  seek  to  apply  the  same  safeguards  that  currently 
exist. 

Mr.  Obey:  Why  is  the  Administration  seeking  this  appropriations  proviso,  rather 
than  proposing  legislation  to  amend  the  relevant  provisions  of  permanent  law? 

Mr.  Scully:  We  looked  at  this  as  something  that  was  specifically  tied  to  our 
FY  2004  appropriation  request,  rather  than  a  permanent  change  in  the  law. 

BENEFITS  IMPROVEMENT  AND  PROTECTION  ACT 

Mr.  Obey:  Your  budget  justifications  indicate  that  CMS  is  proposing  several 
legislative  changes  to  BIPA  sections  521  (and  perhaps  to  section  522  as  well)  including 
extension  of  the  implementation  deadline,  reduction  in  the  minimum  number  of 
qualified  independent  contractors,  and  extension  of  decision-making  timeframes.  Has 
proposed  legislation  to  implement  these  recommendations  been  transmitted  to 
Congress?  If  not,  how  and  when  will  these  proposals  be  transmitted? 

Mr.  Scully:  We  have  not  yet  provided  actual  legislative  language  to  Congress 
that  would  amend  BIPA  sections  521  and  522.  Recently  proposed  legislation  in  the 
House  (HR  810)  contains  a  provision  to  reduce  the  number  of  qualified  independent 
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contractors  from  12  to  "not  fewer  than  4,"  which  was  one  of  our  proposals.  The 
legislation  does  not  extend  the  implementation  deadline,  or  increase  the  decision- 
making timeframes  under  the  BIPA  appeals  process. 

SURVEY  AND  CERTIFICATION 

Mr.  Obey:  The  Administration's  budget  request  for  survey  and  certification  of 
nursing  homes  and  other  health  facilities  appears  to  represent  roughly  a  2  percent 
decrease  from  the  level  appropriated  two  years  earlier  (FY  2002).  What  is  the  reason 
for  this  proposed  reduction? 

Mr.  Scully:  While  it  is  true  that  the  total  FY  2004  President's  budget  request  for 
the  Medicare  Survey  and  Certification  program  is  lower  than  the  FY  2002 
appropriation,  the  portion  of  the  budget  dedicated  to  inspections  of  nursing  homes  and 
other  Medicare  providers  by  State  survey  agencies  in  FY  2004  reflects  a  $6.8  million 
increase  from  the  FY  2002  enacted  level. 

Additionally,  the  FY  2004  budget  assumes  about  $8  million  in  contracts 
supporting  the  Nursing  Home  Oversight  Improvement  Program  will  be  funded  through 
the  budget  for  the  Quality  Improvement  Organizations. 

Mr.  Obey:  How  are  payments  to  State  survey  agencies  determined  under  the 
Medicare  Survey  and  Certification  program?  How  have  these  payments  changed  over 
time  and  how  are  they  expected  to  change  in  FY  2004  under  your  proposed  budget? 

Mr.  Scully:  Since  FY  1 998  the  total  amount  of  the  national  Medicare  survey  and 
certification  budget  provided  to  State  survey  agencies  has  steadily  increased.  CMS 
greatly  appreciates  the  continued  support  by  this  Subcommittee  and  the  Administration 
for  this  critical  program. 

Approximately  92  percent  of  the  national  Medicare  survey  and  certification 
budget  is  allocated  to  State  survey  agencies  to  conduct  federal  inspections  of  nursing 
homes,  home  health  agencies,  hospitals,  and  other  non-long-term-care  facilities.  Since 
FY  2001,  CMS  has  generally  determined  its  final  State  survey  agency  budget  allocation 
levels  based  on  an  analysis  of  three  key  factors:  original  State  agency  budget  requests; 
accompanying  CMS  Regional  Office  recommendations;  and  internal  budget  and  data 
analyses  to  include  analysis  of  combined  national  average  survey  times  for  skilled 
nursing  facilities  (SNFs)  and  SNF/Nursing  Facilities  (NFs).  This  analysis  supports  the 
CMS  Government  Performance  and  Results  Act  (GPRA)  goal  to  promote  more 
consistency  in  the  effective  and  efficient  utilization  of  survey  and  certification 
resources.  We  anticipate  this  budget  allocation  process  to  continue  into  FY  2004. 

Mr.  Obey:  What  have  been  the  trends  over  the  past  several  years  in  the  number 
and  seriousness  of  deficiencies  found  during  nursing  home  surveys? 
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Mr.  Scully:  Below  is  a  chart  depicting  the  numbers  and  seriousness  of  nursing 
home  deficiencies.  Level  "B"  represents  the  least  severe,  while  level  "L"  represents  the 
highest  scope  and  severity. 
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B  and  C  represent  no  actual  harm  with  potential  for  minimum  harm. 

D,  E,  and  F  represent  no  actual  harm  with  potential  for  more  than  minimum 

harm  that  is  not  immediate  jeopardy. 

G,  H,  and  I  represent  actual  harm  that  is  not  immediate  jeopardy. 

J,  K,  and  L  represent  immediate  jeopardy  to  resident  health  and  safety. 
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CMS  PERFORMANCE  GOALS 

Mr.  Obey:  One  of  the  CMS  performance  goals  for  the  Survey  and  Certification 
program  is  to  decrease  the  prevalence  of  pressure  ulcers  among  nursing  home  residents. 
The  goal  that  has  been  set  by  CMS  is  for  some  modest  reductions  in  prevalence  —  from 
9.8  percent  in  FY  2000  to  9.6  percent  in  FY  2001  and  9.5  percent  in  FY  2002,  with  no 
further  reductions  in  FY  2003  or  FY  2004.  However,  your  performance  report  indicates 
that  the  prevalence  of  pressure  ulcers  went  up,  rather  than  down,  in  FY  2001  and  that 
interim  data  suggests  the  target  for  FY  2002  will  be  missed  as  well.  What  steps  are  you 
planning  to  take  to  remedy  this  situation  and  to  meet  or  exceed  your  goal  of  reducing 
pressure  ulcers  among  nursing  home  residents? 

Mr.  Scully:  CMS  has  evaluated  the  data  relative  to  the  increase  in  prevalence  of 
pressure  ulcers  in  nursing  homes.  We  believe  that  this  increase  in  prevalence  may  stem 
in  large  part  from  an  increase  in  case-mix  (severity  of  illness)  of  the  nursing  home 
population  and  from  other  constraints  that  nursing  facilities  are  facing.  We  are  working 
to  better  understand  and  address  these  variables.  However,  given  these  factors,  CMS  is 
committed  to  continuing  efforts  to  increase  awareness  of,  and  improve  the  identification 
of,  a  resident's  risk  for  the  development  of  avoidable  pressure  ulcers.  In  order  to 
achieve  this,  we  are  providing  an  increase  in  training  for  both  surveyors  and  nursing 
home  providers  in  the  area  of  prevention  and/or  treatment  of  pressure  ulcers  in  nursing 
home  residents.  We  have  recently  had  an  opportunity  to  meet  with  some  of  our 
stakeholders,  such  as  the  State  Agency  Directors,  and  reaffirmed  our  GPRA  goal  as  well 
as  our  efforts  in  attempting  to  decrease  the  prevalence  of  pressure  ulcers  in  nursing 
homes.  We  have  convened  a  panel  of  nationally  recognized  clinicians  in  the  area  of 
pressure  ulcers,  and  have  developed  improved  guidance  to  surveyors  in  the  area  of 
pressure  ulcers.  In  addition,  a  satellite  presentation  on  the  clinical  issues  regarding  the 
identification  of  risks  for  the  development  of  pressure  ulcers  is  being  planned.  This 
effort  will  include  mandatory  attendance  for  all  surveyors,  and  will  be  accessible  for 
nursing  home  providers.  We  intend  to  maintain  our  presence  and  oversight  in 
evaluating  the  care  provided  to  nursing  home  residents,  especially  in  relation  to  the 
development  of  pressure  ulcers.  We  are  maintaining  our  target  of  9.5  percent,  as  we 
reevaluate  our  future  methodology  for  this  performance  goal. 

Mr.  Obey:  A  second  CMS  performance  goal  for  the  Survey  and  Certification 
program  is  to  decrease  the  use  of  restraints  in  nursing  homes.  However,  after  achieving 
a  decrease  in  FY  2000,  the  CMS  performance  goal  seems  to  be  to  just  hold  the 
prevalence  of  restraint  use  constant  at  the  FY  2000  level  of  10  percent  through  FY  2004. 
Why  don't  your  goals  seek  to  achieve  further  reductions?  What  is  CMS  doing  to  help 
bring  about  a  further  reduction  in  use  of  restraints? 

Mr.  Scully:  When  GPRA  began,  our  baseline  rate  for  physical  restraints  was 
17.2  percent  for  FY  1996.  We  set  our  target  goal  at  14  percent  for  FY  1999  and  met  that 
goal  by  having  a  physical  restraint  use  rate  of  1 1 .9  percent.  For  the  past  3  years  we 
have  kept  our  target  rate  at  10  percent.  In  FY  2000  the  rate  was  10  percent,  for  FY  2001 
the  rate  was  10  percent  and  interim  date  for  2002  shows  the  rate  at  9.9  percent.  While 
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we  continue  to  work  with  nursing  homes  on  ways  to  reduce  the  use  of  physical 
restraints,  CMS  is  committed  to  maintaining  this  measure  of  nursing  home  quality  care 
and  therefore  will  carefully  assess  trends  and  explore  alternate  measurement  approaches 
for  this  goal. 

Use  of  restraints  is  one  of  the  quality  measures  on  which  we  are  now  reporting 
publicly  (on  medicare.gov)  as  part  of  the  Nursing  Home  Quality  Initiative,  which  we 
launched  nationally  in  November  2002.  We  anticipate  that  as  a  result  of  this  initiative, 
facilities  will  develop  heightened  awareness  of  their  performance  in  this  area,  and  will 
undertake  activities  to  improve  performance.  Medicare's  Quality  Improvement 
Organizations  (QIOs)  have  been  contracted  to  provide  improvement  assistance  to 
facilities  in  each  State,  and  about  15  percent  of  facilities  are  now  working  fairly 
intensively  with  QIOs  to  improve  on  one  or  more  of  the  publicly  reported  measures. 
Before  we  determine  future  goals  in  the  area  of  restraints,  we  want  to  assess  the  impact 
of  this  initiative  on  current  trends,  and  therefore,  will  maintain  the  current  target  at 
10  percent. 
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DRUG  CO\~ERAGE 

Mrs.  Lowey:  As  you  know,  patients  react  differently  to  different  medications, 
which  is  why  patients  must  have  access  to  the  treatment  that  is  therapeutically  best  for 
them.  Despite  this,  CMS  issued  a  program  memorandum  directing  Medicare  carriers 
to  cover  only  one  of  the  four  FDA-approved  injectable  multiple  sclerosis  (MS)  drags. 
This  ill-conceived  decision  increases  the  risk  that  patients  will  either  take  the  wrong 
therapy,  or  that  they  will  not  be  able  to  afford  to  take  any  of  the  therapies  —  thereby 
increasing  the  rate  of  exacerbations  and  disability  and  adding  additional  Medicare 
Pan  B  costs.  Can  you  please  explain  why  Pan  B  coverage  of  multiple  sclerosis 
therapies  is  limited?  Is  it  because  of  the  way  CMS  is  interpreting  the  Medicare. 
Medicaid,  and  SCHIP  Benefits  Improvement  and  Protection  Act  i  BIPA)  ?  If  yes.  since 
the  Administration's  interpretation  of  current  law  is  to  limit  coverage  to  only  one  of 
the  four  available  drugs,  what  does  CMS  think  needs  to  be  done,  such  as 
Congressional  action,  in  order  to  remedy  this  untenable  limitation  on  coverage?  If  it 
is  not  because  of  BIPA,  how  do  you  explain  the  Administration's  policy  to  limit  the 
clinical  choices  available  to  multiple  sclerosis  patients  and  their  physicians? 

Mr.  Scully:  President  Bush  believes  our  nation  has  a  moral  obligation  to 
fulfill  Medicare's  promise  of  health  care  security  for  America's  seniors  and  people 
with  disabilities.  To  meet  this  obligation,  the  nation  must  act  now  to  bring  Medicare 
into  the  21  "century.  The  President,  the  Secretory,  and  I  are  urging  Congress  to 
provide  more  choices  and  better  benefits,  including  prescription  dru^  to  all  Medicare 
beneficiaries  including  those  suffering  from  multiple  sclerosis.  I  look  forward  to 
working  with  you  to  achieve  this  important  goal. 

It  is  also  the  goal  of  CMS  to  ensure  that  all  Medicare  beneficiaries  have  access 
to  appropriate  high  quality  care  in  accordance  with  the  current  Medicare  statute.  On 
May  15,  2002,  CMS  issued  instructions  to  our  contractors  with  guidance  on  how  to 
implement  section  1 12  of  the  Medicare.  Medicaid  and  SCHIP  Benefits  Improvement 
and  Protection  Act  of  2000  (BIPA)  regarding  drags  usually  self-administered  by  the 
patient.  On  October  11,  2002,  CMS  issued  additional  guidance  regarding 
implementation  of  the  new  BIPA  standard.  These  instructions  and  guidance  include 
criteria  to  be  used  by  Medicare  contractors  in  determining  whether  a  drug  is  usually 
self-administered  by  the  patient  and  therefore,  excluded  from  coverage  under 
Medicare.  Under  the  criteria  outlined  in  the  instructions,  some  MS  drugs  will  be 
covered  by  Medicare,  while  others  may  not  be  covered.  Contractors  will  make  this 
determination  following  the  process  outlined  in  the  instructions.  Once  a  contractor 
makes  its  determinations  regarding  drugs  usually  self-administered,  it  will  post  its  list 
of  excluded  drugs  on  its  website. 

Under  the  criteria,  a  drug  is  "usually"  self-administered  if  more  than 
50  percent  of  the  Medicare  beneficiaries  who  use  the  drug  administer  it  to  themselves. 
Thus,  if  a  drug  is  self-administered  by  more  than  50  percent  of  Medicare  beneficiaries. 
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it  does  not  meet  the  BEPA  standard  for  coverage  under  Medicare.  The  instructions 
provide  our  contractors  with  presumptions  to  assist  them  in  determining  if  a  drug  is 
usually  self-administered.  There  are  two  primary  presumptions: 

•  Drugs  administered  intravenously  or  intramuscularly  are  presumed  to  be  not 
usually  self-administered.  The  MS  drug  Avonex  is  administered 
intramuscularly. 

•  Drugs  administered  subcutaneously  are  presumed  to  be  usually 
self-administered.  The  MS  drugs  Betaseron,  Rebif,  and  Copaxone  are 
provided  in  premixed  formulations  and  are  administered  subcutaneously. 

However,  these  presumptions  may  be  overcome  with  evidence  to  the  contrary. 

CMS  issued  the  criteria  to  implement  a  statutory  change  made  by  Congress. 
Congress  can  expand  coverage  for  those  MS  drugs  that  are  not  covered  today  by 
passing  the  President's  Medicare  reform  proposal  which  includes  a  drug  benefit  for  all 
beneficiaries. 

MEDICAID 

Mrs.  Lowey:  As  you  know,  State  Medicaid  programs  serve  as  an  important 
safety  net  for  Americans  in  need  by  ensuring  access  to  critical  health  and  long-term 
care  services.  Currently  the  Medicaid  program  provides  coverage  to  47  million 
Americans.  Twenty  million,  or  one  in  four  U.S.  children,  are  covered  by  this 
program,  as  well  as  8.6  million  adults,  4. 1  million  elderly,  and  7  million  blind  and 
disabled  individuals.  Unfortunately,  reduced  State  revenues  are  placing  severe  strains 
on  many  State  budgets  and  could  hmit  Medicaid  at  a  time  when  additional  coverage 
and  spending  is  most  needed.  How  do  you  think  Congress  and  CMS  should  respond 
to  this  crisis?  Would  you  support  efforts  to  increase  Federal  Medicaid  payments 
(FMAP)  to  the  States? 

Mr.  Scully:  Because  of  the  Federal  participation  in  Medicaid,  States  have  a 
strong  fiscal  incentive  to  expand  coverage  under  Medicaid  as  much  as  possible.  Yet, 
38  states  have  made  program  reductions  in  the  past  year:  13  cut  eligibility;  19  cut 
services;  8  increased  cost  sharing;  and  23  reduced  provider  payments.  One  hundred 
twenty-five  thousand  (125,000)  beneficiaries  already  have  lost  coverage  and  most 
States  are  considering  new  or  additional  eligibility  criteria  or  benefit  reductions.  The 
reason  for  this  is  that  under  the  current  financing  methodology,  in  order  to  draw  down 
Federal  matching  funds  to  expand  eligibility,  States  must  be  able  to  increase  State 
Medicaid  expenditures  as  well.  The  simple  reality  is  that  States  do  not  have  the  State 
funds  needed  to  take  advantage  of  the  Federal  match  to  expand  coverage.  Despite  the 
loss  of  Federal  funds  that  will  result,  tight  fiscal  constraints  are  forcing  States  to  cut 
their  programs  and  reduce  coverage. 
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The  Administration's  Medicaid  modernization  proposal  will  enable  States  to 
avoid  the  cutbacks  being  made  today,  and  even  to  expand  eligibility,  within  current 
budget  limits.  The  Administration's  proposal  provides  for  this  ability  by  giving  States 
an  infusion  of  additional  Federal  funds  in  the  first  7  years  and  by  providing  States 
with  considerable  flexibility  to  streamline  and  restructure  their  programs.  This,  in 
turn,  will  enable  States  to  spend  their  Medicaid  dollars  more  effectively. 

The  greater  flexibility  afforded  to  States  in  designing  their  benefit  packages 
alone  will  help  States  to  avoid  eliminating,  and  even  to  expand,  coverage.  Because 
they  would  be  able  to  tailor  benefit  packages  to  meet  the  needs  of  different 
populations,  States  would  not  be  forced  to  eliminate  an  optional  service  for  all 
beneficiaries  or  an  entire  optional  eligibility  group  in  order  to  save  costs.  Conversely, 
States  would  be  more  likely  to  expand  coverage  to  optional  populations,  even  in  tight 
fiscal  times,  because  they  could  offer  a  more  modest  benefit  package  that  is  more  in 
line  with  coverage  in  the  private  insurance  market,  rather  than  having  to  offer  new 
populations  all  services  covered  under  the  State  plan. 

The  response  to  the  August  2001  HIFA  initiative  undeniably  demonstrates 
States'  interest  in  expanding  coverage  to  the  uninsured  if  given  the  flexibility  to  make 
appropriate  programmatic  reforms,  even  in  these  tight  fiscal  times.  Moreover,  the 
ability  of  States  to  streamline  and  simplify  their  programs  under  the  modernization 
proposal  will  also  generate  savings.  Under  the  current  funding  mechanism,  a 
reduction  in  State  expenditures  would  result  in  a  corresponding  reduction  in  Federal 
matching  funds.  Under  the  modernization  proposal,  however,  the  State's  Federal 
allotment  would  not  be  reduced  provided  the  State  maintains  a  level  of  effort.  Thus, 
any  savings  generated  by  the  State  under  the  reform  could  be  used  to  expand 
coverage. 
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Funding  Summary 


FY  2004  Total  Obligations  (Current  Law)  $463,868,635,000 


«M4Q  aqi  nnn 

Medicare 
Medicaid  21 

State  Children's  Health  Insurance  Program 

$278,632,000,000 
$167,686,263,000 
$3,175,200,000 

Federal  Operating  Costs: 

$14,375,172,000 

state  Agents: 

isi  jcqs  nnn 

Medicaid  Agencies 
Survey  and  Certification  Agencies 
Clinical  Laboratory  Surveyors 
State  Grants  and  Demonstrations 

$9,067,320,000 
$247,647,000 
$43,000,000 
$94,728,000 

Private  Sector  Agents: 

$3,086,889,000 

Tntprrn<*/ii;rrip^  anH  f^arripr*:  ^  / 

XlllVl UlWUlCU  1 W               V^Oil  LWIO  _// 

Health  Care  Fraud  and  Abuse  Control 
Peer  Review  Organizations 
Medicare+Choice  User  Fee 
Research  Contractors  and  Grantees 

$1  834  889  000 
$1,075,000,000 
$99,600,000 
$14,000,000 
$63,400,000 

Federal  Agencies: 

$1,835,588,000 

Social  Security  Administration 

Centers  for  Medicare  &  Medicaid  Services  3/,  4/ 

Other  (Treasury,  OIG,  etc.) 

$1,182,000,000 
$589,618,000 

$63,970,000 

CMS  Fun-rune  Equivalent  (FTE)  Staff  5/ 

4,408 

1/  Corresponding  benefit  outlays  total  S451.4  billion 

21  The  Medicaid  benefits  shown  above  include  funds  for  the  Vaccines  for  Children  program. 
3/  Includes  funding  for  CMS's  proposed  revitalizauonplan 

4/  Includes  $580.6  million  in  the  Federal  Administration  portion  of  CMS's  Program  Management 

appropriation,  plus  user  fees  from  the  sale  of  data. 
5/  Does  not  include  78  FTEs  which  are  funded  solely  from  user  fees. 

I-l 
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Discretionary  Budget  Summary 
Non-Comparable 


CMS  Program  Management 

2002 
Actual  1/ 

2003 
President's 
Budget  2/ 

2004 
Estimate 

Increase 

or 

Decrease 

Medicare  Operations 

Enacted  Rescission  (P.L.  107-206) 

$1,534,500,000 
-500,000 
-2,000^000 

$1,675,084,000 

$1,776,889,000 

$101,805,000 

Subtotal,  Medicare  Operations  3_/ 

1,532,000,000 

1,675,084,000 

1,776,889,000 

10 1, 805,000 j 

Enacted  Rescission  {P.L.  107-1 1 6) 
Enacted  Rescission  (P.L.  107-206) 

531,700,000 
-215!o00 
-1,000,000 

562  497  000 
— 

580  57  1  000 
— 

18  074  000 
— 

Subtotal,  Federal  Administration 

530,485,000 

562,497,000 

580,571,000 

18,074,000 

State  Survey  and  Certification 

Enacted  Rescission  (P.L.  107-116) 
Enacted  Rescission  (P.L.  107-206) 

256,397,000 
-2,000,000 
-1,312,000 

247,647,000 

247,647,000 

Subtotal,  State  Survey  and  Certification 

253,085,000 

247,647,000 

247,647,000 

Research,  Demonstration  and  Evaluation 

Enacted  Rescission  (P.L  107-116) 

118,201,000 
-1,000,000 

28,400,000 
- 

63,400,000 

35,000,000 

Subtotal,  Research 

117,201,000 

28,400,000 

63,400,000 

35,000,000 

Revitalization  Plan  4/ 

65,000,000 

65,000,000 

Subtotal,  Appropriation/BA  (C  JL)  5/ 

$2,432,771,000 

$2,513,628,000 

$2,733,507,000 

$219,879,000 

Offsetting  Collections:  Current  Law 

HMO  User  Fee 
Sale  of  Data  User  Fee 
Medicare+Choice  User  Fee 
CLIA  User  Fee 
Reimbursables 

— 

2,260,000 
14,497,000 
43,731,000 

5,287,000 

153,000 
2,013,000 
16,000,000 
43,000,000 

— 

2,047,000 
14,000,000 
43,000,000 

-153,000 
34,000 
-2,000,000 

Subtotal,  Offsetting  Collections  (C.L.) 

$65,775,000 

$61,166,000 

$59,047,000 

-$2,119,000 

Program  Level,  Current  Law 

$2,498,546,000 

$2,574,794,000 

$2,792,554,000 

$217,760,000 

Offsetting  Collections;  P.L.  Inon-addl  6/ 

Duplicate/Unprocessable  Claims  User  Fee 
Appeals  Filing  User  Fee 

[130,000,000] 

[195,000,000] 

fooooiooo] 

[65,000,000] 

tooooiooo] 

Program  Level,  Proposed  Law 

$2,498346,000 

$2,574,794,000 

$2,792^54,000 

$217,760,000 

CMS  PTEs 

Direct  (Federal  Administration) 
Commissioned  Corps  (Federal  Admin.) 
Direct  H1PAA  (Medicare  Operations) 
Reimbursable  (CLIA) 

4,333 
84 

80 

4,498 
83 

80 

4,315 
83 
10 
78 

-183 

10 
-2 

Subtotal,  Current  Law  PTEs 

4,497 

4,661 

4,486 

-175 

Medicaid  Oversight  (HCFAC) 

100 

100 

Total,  Proposed  Law  PTEs 

4,497 

4,661 

4,586 

-75 

if  The  FY  2002  actual  column  reflects  final  (net)  appropriation  after  all  rescissions,  transfers  and  reprograrnrnings.  The  FY  2002 
actual  column  also  reflects  actual  year-end  FTE  consumption. 


2/  This  column  reflects  the  current  estimate  for  FY  2003.  Appropriated  funds  in  the  FY  2003  Presiderrfs  budget  were  $2,538,330,000. 
The  FY  2003  FTE  count  also  reflects  our  current  estimate.  Our  estimate  in  the  President's  budget  totaled  4,476  PTEs. 
3/  The  fiscal  year  2004  Medicare  Operations  request  includes  $122.0  million  for  the  National  Medicare  &  You  Education  Program. 
This  estimate  includes  $12-5  million  for  the  SHIP  grants. 

4/  Our  FY  2004  request  includes  S65.0  million  in  revftalization  plan  funding  to  undertake  a  fundamental  modernization  of  our  existing 
systems  infrastructure.  This  effort  will  ensure  that  CMS  and  its  contractors  have  the  ongoing  capability  to  meet  the  requirements  of  the 
Medicare  program  and  to  provide  quality  service  to  our  beneficiaries. 

5/  In  addition,  in  fiscal  year  2003,  CMS  has  available  to  obligate  the  rerrBining  $33.5  million  in  no-year  funding  for  standard  systems 
transitions  and  managed  care  redesign  activities. 

6/  Our  FY  2004  proposed  law  request  includes  $201.0  million  in  funding  for  two  user  fees.  We  request  $195.0  million  for  the 
continuation  of  duplicate  and  unprocessable  claims  user  fees  and  $6.0  million  for  filing  appeals  with  the  independent  review 
entities  mandated  by  B1PA  section  52 1 . 
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Executive  Summary 

INTRODUCTION 

The  Centers  for  Medicare  &  Medicaid  Services  (CMS)  is  the  Federal  agency 
responsible  for  overseeing  Medicare,  Medicaid,  and  the  State  Children's  Health 
Insurance  Program  (SCHIP).  The  CMS  also  oversees  the  Medigap  insurance  industry 
and  enforces  the  Clinical  Laboratory  Improvement  Amendments  (CLIA)  and  health 
insurance  reform.  It  is  also  responsible  for  implementing  hundreds  of  provisions  in  the 
Health  Insurance  Portability  and  Accountability  Act  (HIPAA)  of  1996,  the  Balanced 
Budget  Act  (BBA)  of  1 997,  the  Balanced  Budget  Refinement  Act  (BBRA)  of  1 999,  the 
Ticket  to  Work  and  Work  Incentives  Improvement  Act  of  1 999  (TWWHA),  the 
Benefits  Improvement  and  Protection  Act  (BIPA)  of  2000,  and  the  Trade  Act  of  2002. 

Size  and  Scope  of  CMS  Responsibilities 

♦  CMS  is  the  largest  purchaser  of  health  care  in  the  world. 

♦  Medicare  and  Medicaid  pay  approximately  one-third  of  national  health 
expenditures. 

♦  CMS  programs  provide  health  care  coverage  to  approximately  82  million 
.  beneficiaries,  or  one  in  four  Americans. 

♦  CMS  is  second  only  to  Social  Security  in  the  level  of  Federal  spending. 

♦  Medicare  contractors  process  over  1  billion  fee-for-service  claims,  answer 

45  million  inquiries,  process  nearly  8  million  appeals,  enroll  and  educate  providers, 
and  assist  beneficiaries. 

♦  CMS  finances  and  oversees  more  than  71,000  inspections  and  complaint 
investigations  of  health  care  facilities  each  year  and  oversees  15,000  nursing  homes. 

♦  CMS  distributes  about  38  million  Medicare  &  You  handbooks  to  beneficiaries  and 
stakeholders  and  answers  between  9  and  10  million  calls  to  the  1  -800-MEDICARE 
toll-free  telephone  line. 

♦  Medicaid  is  the  largest  long-term  care  insurer  of  Americans. 

♦  CMS  has  worked  to  review  and  approve  an  SCHIP  plan  for  every  State,  territory, 
and  commonwealth.  SCHIP  covers  4.8  million  children  nationwide. 
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♦   CMS  oversees  approximately  10,900  inspections  and 
complaint  investigations  of  clinical  laboratories. 

CMS  staff  leverages  the  efforts  of  65,000  State  agency, 
Medicare  contractor  and  quality  improvement  organization 
(QIO),  formerly  peer  review  organization,  staff  to  serve 
82  million  beneficiaries  and  over  1  million  providers. 

Efficiently-Run  Programs 

CMS  is  committed  to  administering  its  programs  as 
efficiently  as  possible.  Non-benefit  costs,  most  of 
which  are  administrative  costs,  are  minute  when  compared 
to  Medicare,  Medicaid,  and  SCHIP  benefits.  As  shown  in 
the  pie  chart,  Medicare,  Medicaid,  and  SCHIP  benefits  are 
expected  to  total  $449.5  billion  in  FY  2004.  Non-benefit 
costs,  which  include  CMS  Program  Management,  Medicaid 
State  and  local  administration,  non-CMS  administrative 
costs,  and  costs  associated  with  the  health  care  fraud  and 
abuse  control  account  (HCFAC)  and  the  QIO,  CLIA,  and 
Medicare+Choice  programs,  are  estimated  at  $14.4  billion, 
or  3.2  percent  of  total  benefits.  FY  2004  Program 
Management  costs  are  less  than  1 .0  percent  of 
benefits,  and  Medicaid  State  and  local 
administrative  costs  are  5.2  percent  of  benefits. 


The  following  pages  of  this  summary  describe,  in 
detail,  the  Program  Management  piece  of  this  pie. 


Medicaid  Benefits 
$167.7  billion 


Non-Benefit  Costs  -  $14.4 
(Program  Management,  Medicaid 
State  and  local  administrative  costs, 
HCFAC,  QIO,  CLIA,  M+C,  and  non- 
CMS  costs) 


SCHIP  Benefits 
$3.2  billion 


FRAMEWORK  FOR  FY  2004 
BUDGET  REQUEST 


CMS's  budget  needs  are  driven  largely  by  the  amount  of  work  we  must  complete,  such 
as  processing  over  1  billion  claims,  answering  45  million  inquiries,  processing  nearly 
8  million  appeals,  and  conducting  over  71,000  health  care  facility  inspections  and 
complaint  investigations.  In  formulating  our  FY  2004  request,  we  focused  primarily  on 
the  President's  Management  Agenda  items,  as  well  as  on  priority  areas  specific  to  HHS 
and  CMS  such  as  educating  consumers  and  implementing  enacted  legislation  which 
would  improve  the  appeals  process  and  simplify  administrative  procedures. 
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FY  2004  OVERVIEW 


FY  2002 

FY  2003 

FY  2004 

Percent 

Activity  (dollars  in  millions) 

Actual 

Pres.  Budget 

Request 

Change 

Medicare  Operations 

$1,605.0 

$1,748.1 

$1,776.9 

+1.6% 

Federal  Administration 

$530.5 

$562.5 

$580.6 

+3.2% 

Medicare  Survey  &  Certification 

$253.1 

$247.6 

$247.6 

-- 

Research,  Demo.  &  Evaluation 

$117.2 

$28.4 

$63.4 

+123.2% 

CMS  Revitalization  Plan 

-- 

„ 

$65.0 

- 

Total,  Program  Management 

Appropriation,  Current  Law 

$2,505.8 

$2,586.6 

$2,733.5 

+5.7% 

Proposed  Law  User  Fees 

($130.0) 

($201.0) 

Total,  Proposed  Law 

Appropriation 

$2,505.8 

$2,456.6 

$2,532.5 

+3.1% 

Offsetting  Collections,  Current  Law 

$65.8 

$61.2 

$59.0 

-3.5% 

Offsetting  Collections,  Proposed  Law 

$130.0 

$201.0 

+54.6% 

Total,  Proposed  Law  Program 

Level 

$2,571.6 

$2,647.8 

$2,792.6 

+5.5% 

1/  The  FY  2002  and  FY  2003  columns  include  a  $73  million  comparability  adjustment  for  the  costs  of 
processing  Medicare  appeals  under  the  Benefits  Improvement  and  Protection  Act  Q3IPA)  0f  2000. 


For  FY  2004,  CMS  requests  a  proposed  law  discretionary  program  level  of 
$2,792.6  million.  This  includes  a  Program  Management  appropriation  request  of 
$2,733.5  million  offset  by  $201 .0  million  of  proposed  law  user  fees.  This  would  result 
in  a  total  proposed  law  appropriation  of  $2,532.5  million,  a  3.1  percent  increase  over  the 
comparable  FY  2003  President's  budget. 

We  have  submitted  a  legislative  proposal  that  modifies  the  current  BIPA  statute  and 
submitted  appropriations  language  that  provides  additional  flexibility  in  processing  the 
Medicare  appeals  workload  currently  performed  by  the  Social  Security  Administration. 
Assuming  enactment  of  these  proposals,  CMS  believes  it  can  achieve  efficiencies  in  the 
appeals  processes  that  will  enable  us  to  handle  the  workloads  with  the  requested  level  of 
funds. 
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Offsetting  Collections,  Proposed  Law 

♦  User  Fees:  As  discussed  in  the  Program  Management  section  of  this  budget 

request,  CMS  proposes  two  user  fees  in  FY  2004:  a  continuation  of  the  fee  proposed 
in  the  FY  2003  President's  budget  for  submitting  duplicate  and  unprocessable 
claims,  and  a  new  fee  for  providers  who  file  appeals  with  the  independent  review 
entities  mandated  by  BIPA  section  521 .  This  request  assumes  that  the 
duplicate/unprocessable  claims  fee  will  be  approved  in  FY  2003;  FY  2004  estimated 
collections  of  $195  million  reflect  a  full  year  of  collections  and  an  increase  in  the 
fee,  from  $1 .50  to  $2.50.  CMS  expects  to  collect  $6  million  in  FY  2004  from  the 
appeals  user  fee.  Enactment  of  these  fees  is  offsetting,  and  will  reduce  CMS's 
program  management  request  by  $201  million. 

Note:  CMS  is  no  longer  proposing  a  user  fee  for  paper  claims  since  H1PAA 
administrative  simplification  requires  electronic  claims  submission  effective 
FY  2004. 

Medicare  Operations 

The  Medicare  Operations  account  provides  funding  for  a  variety  of  activities,  including 
the  on-going  work  performed  by  the  Medicare  contractors;  operational  support, 
primarily  information  technology  costs;  activities  that  implement  recent  legislation;  and 
improvements  that  enhance  the  Medicare  program.  The  FY  2004  request  for  Medicare 
Operations  is  $1,776.9  million,  an  increase  of  $28.8  million  or  1.6  percent  over  the 
comparable  FY  2003  President's  budget. 

Some  of  the  major  items  for  FY  2004  include:  an  increase  of  $47.6  million  to  keep  up 
with  a  rapidly-growing  claims  workload;  $122.0  million,  the  same  level  as  FY  2003,  to 
continue  our  National  Medicare  &  You  Education  Program;  $126  million  (of  a  total  of 
$129  million  for  BIPA)  to  begin  implementing  appeals  reform  provisions  of  BIPA 
section  521  and  to  transfer  the  Medicare  hearings  workload  from  the  Social  Security 
Administration;  $35.1  million  for  HIPAA  provisions;  and  $5  million  in  start-up  costs 
for  the  new  Medicare-endorsed  prescription  drug  card. 

CMS  continues  to  emphasize  projects  that  bolster  the  Secretary's  efforts  to  modernize 
and  strengthen  the  Department's  systems  environment,  such  as  the  Unified  Financial 
Management  System  (UFMS)  and  the  Department's  Information  Technology  Enterprise 
Infrastructure  Fund.  CMS  requests  a  total  of  $57  million  ($53.3  million  in  Medicare 
Operations  and  $3.7  million  in  Federal  Administration)  for  the  Healthcare  Integrated 
General  Ledger  Accounting  System  (HIGLAS),  a  part  of  the  UFMS.  We  are  again 
proposing  2-year  spending  authority  for  HIGLAS  activities. 
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Federal  Administration 

The  majority  of  the  Federal  Administration  budget  covers  salaries  and  benefits  of 
CMS's  Federal  employees  with  the  remainder  covering  information  technology, 
contracts,  travel,  training,  and  other  costs.  CMS's  FY  2004  request  is  $580.6  million, 
an  increase  of  $  1 8 . 1  million  or  3 .2  percent  over  the  FY  2003  President's  budget.  This 
request  assumes  a  2.0  percent  pay  increase  in  calendar  year  2004.  It  supports  4,408 
direct  FTEs,  including  10  new  FTEs  for  the  HIPAA  enforcement  activity  (funded 
through  the  Medicare  Operations  account),  and  78  indirect  FTEs.  In  addition,  CMS 
plans  to  hire  additional  staff  for  Medicaid  oversight,  to  be  funded  through  the  HCFAC 
account. 

In  support  of  the  Administration's  "Healthy  Start,  Grow  Smart"  program,  the  request 
includes  $13  million  for  a  series  of  booklets  that  will  provide  parents  and  families  who 
are  receiving  Medicaid  services  with  information  on  ways  to  assure  the  healthy 
development  of  newborns  through  their  first  year  of  life.  The  Federal  Administration 
line  item  also  includes  $3  million  in  start-up  costs  to  implement  the  national  and  local 
coverage  appeal  provisions  of  BIPA  section  522. 

Survey  and  Certification 

The  Survey  and  Certification  budget  provides  funding  to  the  States  for  surveys, 
complaint  visits,  and  associated  costs.  It  also  covers  survey  and  certification  support 
contracts  managed  internally  in  CMS.  The  FY  2004  request  for  Survey  and 
Certification  is  $247.6  million,  the  same  as  the  FY  2003  President's  budget.  This 
request  will  fund  initial  surveys  and  complaint  visits  as  well  as  the  continuation  of 
FY  2003  President's  budget  Nursing  Home  Oversight  Improvement  Program  (NHOIP) 
activities.  Other  direct  survey  costs  and  support  contracts  are  also  included.  This 
request  will  allow  CMS  to  inspect  long-term  care  facilities  and  home  health  agencies  at 
the  legislatively-mandated  frequencies. 

Research 

The  FY  2004  request  for  the  Research,  Demonstration,  and  Evaluation  budget  is 
$63.4  million,  an  increase  of  $35.0  million  above  the  FY  2003  President's  budget.  This 
amount  includes  $40  million  for  Real  Choice  Systems  Change  grants,  $3  million  for  the 
New  Freedom  initiative,  and  $20.4  million  to  continue  projects  initiated  in  previous 
years.  These  include  the  Medicare  Current  Beneficiary  Survey,  beneficiary  information 
campaign,  refinement  and  monitoring  of  prospective  payment  systems,  and  support  for 
Medicare  modernization  efforts,  as  well  as  for  many  provisions  of  the  BB  A,  BBRA,  and 
BIPA  mandates. 
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Implementing  BIPA  Sections  521  and  522 

♦  Section  52 1  significantly  revises  the  Medicare  appeals  process.  Key  changes 
include  a  new  reconsideration  process  conducted  by  qualified  independent 
contractors  (QIC),  a  uniform  process  for  handling  Part  A  and  Part  B  appeals,  a  new 
right  to  an  expedited  appeal,  much  shorter  time  frames  at  all  appeals  levels,  an 
"escalator"  clause,  and  reduced  amounts  in  controversy  needed  to  file  an  appeal. 
CMS  has  proposed  several  changes  to  the  existing  BIPA  legislation  which  it 
believes  will  improve  the  appeals  process.  These  include  an  extension  of  the 
implementation  deadline  until  16  months  after  funding  is  provided,  a  reduction  in 
the  number  of  QICs  from  12  to  4,  and  an  increase  in  BIPA  decision-making 
timeframes. 

CMS  requests  $126  million  in  FY  2004  to  implement  Medicare  appeals  reforms, 
including  an  amended  version  of  BIPA  section  521  and  the  transfer  of  the  Medicare 
hearings  function  from  the  Social  Security  Administration  (SSA).  First-year  costs 
will  be  lower  than  later  years  because  it  will  take  the  QICs  a  few  months  to  reach 
full  processing  capacity.  Within  this  overall  funding  level,  CMS  will  establish  a 
new  independent  review  process  for  Medicare  appeals  and  work  with  SSA  to 
transition  the  Medicare  hearings  currently  heard  by  SSA's  administrative  law  judges 
(ALJ).  CMS  will  also  develop  and  implement  a  new  case  control  system  to  track 
Medicare  appeals.  Of  the  total,  $6  million  will  be  funded  through  a  user  fee 
proposal  which  would  charge  providers  $50  to  file  an  appeal  with  the  QIC.  Due  to 
the  current  moratorium  on  hiring  new  ALJs,  CMS  has  requested  the  authority  to  use 
administrative  mechanisms  other  than  ALJs,  such  as  hearings  officers.  CMS's  first- 
year  costs  assume  that  the  proposed  legislative  changes  discussed  above  are  enacted. 
The  additional  FTEs  needed  for  this  new  workload  are  not  reflected  in  the  totals 
shown  throughout  this  document. 

♦  Section  522  creates  a  new  administrative  appeals  process  for  national  coverage 
determinations  (NCD)  and  local  coverage  determinations  (LCD).  There  is  currently 
no  external  review  for  either.  This  section  also  creates  additional  avenues  for 
beneficiaries  to  seek  judicial  review.  This  request  includes  $3  million  for  start-up 
activities  related  to  BIPA  section  522. 

A  more  detailed  description  of  BIPA  activities  is  included  in  the  Supporting 
Information  section. 

Breakout  of  Program  Management  Activities 

The  pie  chart  below  breaks  out  the  major  activities  within  the  Program  Management 
account.  Of  our  total  Program  Management  budget,  67  percent  is  comprised  of 
Medicare  contractor  activities,  payroll,  and  direct  surveys.  The  remaining  33  percent 
funds  Administration  priorities  and  fixed  costs  including  facilities  operations,  single-site 
mortgage,  and  data  center  operations. 
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Breakout  of  FY  2004  Program 


Management  Activities 


Information 
Technology 
13% 


'  Payroll 
Di  rect  Surveys  ^  6<yo 

8% 


Total  Program  Management  Request  =  $2,733.5  million  (current  law  appropriation) 


Educating  Consumers 

During  FY  2004,  CMS  will  again  focus  on  educating  consumers,  investing 
$122.0  million  in  discretionary  resources,  the  same  level  as  FY  2003,  toward  the 
National  Medicare  &  You  Education  Program  (NMEP).  The  five  main  goals  of  this 
program  are  to  ensure  that  beneficiaries: 

♦  can  access  information  when  they  need  it,  including  culturally  and  linguistically 
appropriate  formats; 

♦  perceive  Medicare  &  You  as  a  trusted  and  credible  source  of  information; 

♦  receive  accurate,  reliable,  and  relevant  information  through  the  CMS  information 
channels; 

♦  understand  their  choices;  and 

♦  receive  understandable  information  so  that  they  can  make  the  best  choice  based  on 
price,  quality,  and  convenience. 

To  support  these  objectives,  CMS  plans  to  continue  its  expanded  and  enhanced  services 
provided  through  the  NMEP.  CMS  will  continue  to  reach  beneficiaries  with  a  national 
publicity  campaign,  ensuring  that  beneficiaries  understand  their  health  plan  choices  and 
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how  to  get  more  information  to  help  them  in  their  decision-making.  Improvements  and 
enhancements  will  be  based  on  formative  research,  evaluation,  and  assessment  results. 
Beneficiaries  will  continue  to  have  access  to  customer  service  representatives,  at 
1-800-MEDICARE,  24  hours  per  day,  7  days  per  week.  Also,  the  Medicare  Personal 
Plan  Finder,  a  customer-friendly  interactive  database,  will  continue  to  assist 
beneficiaries  in  understanding  their  health  plan  options.  Additionally,  CMS  will 
continue  its  grant  relationship  with  State  Health  Insurance  Assistance  Programs  that 
provide  telephone  and  face-to-face  outreach  and  assistance  at  the  State  and  local  level. 

Reducing  the  Burden  on  Our  Partners  and  Focusing  on  Poor  Performers 

CMS  wants  to  create  a  culture  that  is  open,  accessible,  and  responsive  to  our  partners, 
making  it  easier  for  them  to  understand  our  programs  and  navigate  our  organization.  To 
accomplish  this,  the  Medicare  Operations  budget  includes  funding  for  provider 
education  and  training;  for  MedLearn,  an  effort  to  develop  innovative  activities  to 
educate  providers  on  Medicare  coverage  and  billing  information;  and  for  the  Physicians 
Regulatory  Issues  Team,  an  effort  to  respond  to  physicians'  complaints  about  the 
Medicare  regulatory  process. 

CMS's  current  program  integrity  focus  continues  our  efforts  to  better  differentiate 
between  fraudulent  providers  and  those  making  honest  mistakes. 

Strategic  Management  of  Human  Capital 

CMS's  FY  2004  budget  supports  the  President's  Management  Agenda  and  includes  cost 
savings  from  consolidating  administrative  functions,  organizational  delayering  to  speed 
decision  making  processes,  competitive  sourcing,  implementation  of  effective 
workforce  planning  and  human  capital  management  strategies,  and  adoption  of  other 
economies  and  efficiencies  in  administrative  operations. 

CMS  is  committed  to  making  the  best  use  of  its  current  workforce,  more  accurately 
predicting  immediate  and  long-term  human  capital  needs,  preparing  for  turnover  in  an 
aging  workforce,  and  ultimately  satisfying  stakeholders  that  CMS  is  managing  its 
human  resources  responsibly.  Initiatives  currently  underway  include: 

#  a  comprehensive  workforce  planning  initiative  that  includes  retirement,  retention, 
and  demographic  analyses;  quantification  of  the  human  resources  devoted  to  CMS 
business  functions;  and  identification  of  the  knowledge  and  skills  required  to 
achieve  the  agency's  strategic  goals.  An  automated  system  supporting  this  initiative 
is  expected  to  be  fully  operational  by  the  end  of  FY  2003; 

❖  the  establishment  of  a  project  planning  and  management  staff  to  work  directly  with 
the  Deputy  Administrator  on  both  program  and  administrative  issues;  and 

♦  the  CMS  leadership  and  management  development  strategy  (LMDS),  designed  to 
build  proficiency  in  the  disciplines  of  management  and  leadership  by  developing 
systems  and  practices  that  promote  a  high  standard  of  leadership  throughout  the 
agency. 
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Improving  Financial  Performance 

CMS  supports  the  Unified  Financial  Management  System  (UFMS),  which  will  integrate 
the  Department's  financial  management  structure,  promote  the  consolidation  of 
accounting  operations  throughout  HHS,  and  reduce  the  cost  of  providing  accounting 
services  throughout  HHS.  CMS's  FY  2004  request  includes  $3.0  million  in  support  of 
this  effort 

This  request  also  includes  $57.0  million,  in  2-year  spending  authority,  to  continue 
efforts  to  implement  the  healthcare  integrated  general  ledger  accounting  system 
(HIGLAS).  HIGLAS,  a  part  of  the  Department- wide  UFMS,  represents  the 
consolidation  of  two  major  projects:  the  integrated  general  ledger  and  accounting 
system  (IGLAS)  project,  which  was  initiated  to  improve  the  accounting  and  financial 
management  processes  used  by  Medicare  contractors  to  administer  the  fee-for-service 
component  of  the  Medicare  program  and  the  financial  accounting  and  control  system 
(FACS)  redesign  project,  which  involves  replacement  of  CMS's  current  legacy 
accounting  system  and  related  systems,  including  travel  management,  grants 
management,  asset  management,  and  procurement. 

When  fully  implemented,  HIGLAS  will: 

♦  standardize  the  collection,  recording,  and  reporting  of  financial  information  by 
Medicare  contractors; 

♦  provide  an  integrated,  enterprise-wide  system  supporting  administrative  and 
program  financial  management  i  ids;  and 

♦  ensure  compliance  with  statutory  financial  management  requirements,  address 
concerns  of  the  General  Accounting  Office  and  the  Office  of  Inspector  General 
(OIG),  and  enable  CMS  to  retain  a  clean  audit  opinion. 

The  budget  also  supports  efforts  to  reduce  erroneous  Medicare  fee-for-service  payments 
that  do  not  comply  with  Medicare  laws  and  regulations.  An  HHS  OIG  study  of  the 
period  FY  1996-2002  found  that  the  error  rate  decreased  from  14  percent  to  just  over 
6  percent  Beginning  in  FY  2003,  CMS  will  replace  the  OIG  audit  with  the  results  of  its 
comprehensive  error  rate  testing  (CERT)  program.  CMS  also  plans  to  use  $20  million 
from  the  HCFAC  account  to  support  Medicaid  financial  management  including  hiring 
additional  staff  to  improve  the  fiscal  integrity  of  the  Medicaid  program  and  to 
strengthen  Federal  oversight  of  the  States'  financial  practices. 

Annual  Performance  Plan  and  Annual  Performance  Report 

CMS's  Annual  Performance  Plan  (APP)  complements  and  supports  the  Agency's 
FY  2004  budget  request  and  is  integral  to  it.  CMS's  FY  2004  and  revised  FY  2003 
APP  and  the  FY  2002  Annual  Performance  Report  (APR)  are  attached  at  Tab  VI. 

CMS  has  taken  care  to  ensure  that  major  budget  categories,  including  both  program 
benefits  and  program  administration  funds,  have  adequate  coverage  in  the  APP.  The 
CMS  performance  plan  and  report  are  organized  by  budget  category  to  provide  a 
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linkage  of  performance  goals,  program  activities,  and  dollar  amounts.  These  linkages 
ensure  that  in  setting  performance  goals,  CMS  selects  goals  that  are  representative  of 
the  full  range  of  Agency  activities  and  resources. 

Begirrning  in  FY  2004,  agency  budgets  will  focus  on  results-oriented  government 
guided  by  performance.  The  Office  of  Management  and  Budget  developed  the  Program 
Assessment  Rating  Tool  (PART)  to  evaluate  programs  in  a  systematic  and  objective 
manner,  using  numeric  scores  which  rate  overall  program  effectiveness  and  highlight 
strengths  and  weaknesses.  In  2002,  two  of  CMS's  programs,  the  Medicare  Integrity 
Program  (MIP)  and  the  State  Children's  Health  Insurance  Program  (SCHIP),  were 
assessed  using  the  PART.  Both  programs  received  high  scores.  As  a  result  of  the 
PART  process,  CMS  has  included  in  its  FY  2004  APP  two  new  program  integrity  goals 
measuring  the  Medicare  contractor  error  rate  and  provider  compliance  rate. 

The  overall  number  of  goals  has  remained  relatively  stable.  CMS  has  increased  the 
proportion  of  outcome-oriented  goals  that  speak  to  fundamental  program  purposes  and 
to  the  agency's  role  as  a  steward  of  taxpayer  dollars.  CMS's  total  number  of  FY  2004 
goals  in  the  APP  is  37,  with  reporting  on  35  FY  2002  goals. 

Multi-Year  Revitalization  Plan 

The  Medicare  program  has  undergone  extensive  changes  since  1 965  when  it  was 
designed  as  an  acute  care,  fee-for-service,  health  insurance  program.  Over  the  last 
35  years,  it  has  grown  from  40  million  claims  and  $3.3  billion  in  benefit  payments  to  an 
estimated  one  billion  claims  and  $279  billion  in  benefits  in  FY  2004.  The  health  care 
industry  has  also  changed  drastically,  with  providers  emphasizing  preventive  services 
and  the  use  of  pharmaceuticals,  and  insurance  companies  diversifying  and  moving  into 
managed  care.  Congress  has  made  dramatic  changes  to  the  program  as  well,  adding 
some  preventive  benefits,  enacting  a  managed  care  option,  and  changing  benefit 
payment  policies. 

In  spite  of  all  these  changes,  the  legislative  framework  of  CMS's  program 
administration  has  remained  unchanged.  CMS  has  struggled  to  make  this  work  under 
demands  not  anticipated  when  Medicare  was  created.  However,  operations  have 
become  increasingly  fragile. 

Over  the  past  few  years,  CMS  has  taken  steps  towards  revitalizing  its  operations,  such 
as  reducing  the  number  of  standard  fee-for-service  claims  processing  systems. 
However,  an  overall  revitalization  cannot  be  accomplished  without  some  fundamental 
infrastructure  improvements.  In  particular,  CMS's  systems  infrastructure  was  not 
designed  to  keep  pace  with  recent  changes  in  the  program  or  to  handle  today's  massive 
claims  volume,  much  less  the  increase  in  claims  volume  that  will  come  as  today's  "baby 
boomers"  become  eligible  for  Medicare.  CMS  has  a  window  of  opportunity  over  the 
next  few  years  in  which  to  make  the  changes  needed  to  continue  to  meet  the  demands  of 
the  Medicare  program  and  provide  quality  service  to  Medicare  beneficiaries,  but  a 
significant  investment  is  required. 
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To  begin  to  meet  this  challenge,  CMS  is  requesting  a  multi-year  investment  fund,  with 
$65  million  in  2-year  money  to  be  appropriated  in  FY  2004.  In  the  first  year,  the  plan 
will  focus  on  systems-related  activities.  A  more  detailed  description  of  the  proposed 
activities  is  included  in  the  Program  Management  section  of  this  document. 

CONCLUSION 

The  CMS  FY  2004  current  law  appropriation  request  represents  a  5.7  percent  increase 
over  the  comparable  FY  2003  President's  budget  level.  This  budget  will  meet  CMS's 
basic  operational  needs  while  supporting  the  goals  of  the  Administration  and  the 
Secretary.  It  will  allow  CMS  to  continue  beneficiary  education  efforts,  improve 
financial  management  processes,  improve  relations  with  stakeholders,  increase  access  to 
care,  provide  health  care  choices  for  beneficiaries,  and  increase  efficiencies.  CMS 
believes  that  we  can  continue  to  make  meaningful  changes  to  the  programs  we 
administer  within  these  funding  levels.  The  justifications  in  the  following  pages 
reinforce  this  commitment  to  our  stakeholders  and  highlight  our  program  administration 
plans  for  FY  2004. 


1-13 


799 


Section  II  Contents 


PROGRAM  MANAGEMENT 

Appropriation  Language  II- 1 

Language  Analysis,  Current  Law  11-3 

Appropriation  Summary  Table,  Current  Law  11-5 

Appropriation  Summary  Table,  Proposed  Law  II-6 

Proposed  Legislation  Summary  11-7 

Medicare  Operations  11-9 

Federal  Administration  11-29 

Medicare  Survey  and  Certification  11-39 

Research,  Demonstration  and  Evaluation  11-49 

CMS  Revitalization  Plan  11-55 


800 


PROGRAM  MANAGEMENT 


Program  Management 
Appropriation  Language 


For  carrying  out,  except  as  otherwise  provided,  titles  XI,  XVIII,  XIX,  and  XXI  of  the 
Social  Security  Act,  titles  XUI  and  XXVII  of  the  Public  Health  Service  Act,  and  the 
Clinical  Laboratory  Improvement  Amendments  of 1988,  notto  exceed  $2,733,507,000, 
to  be  transferred  from  the  Federal  Hospital  Insurance  and  the  Federal  Supplementary 
Medical  Insurance  Trust  Funds,  as  authorized  by  section  201(g)  of  the  Social  Security 
Act;  together  with  all  funds  collected  in  accordance  with  section  353  of  the  Public 
Health  Service  Act  and  section  1857(e)(2)  of  the  Social  Security  Act,  and  such  sums  as 
may  be  collected  from  authorized  user  fees  and  the  sale  of  data,  which  shall  remain 
available  until  expended,  and  together  with  administrative  fees  collected  relative  to 
Medicare  overpayment  recovery  activities,  which  shall  remain  available  until 
expended:  Provided,  That  all  funds  derived  in  accordance  with  31  U.S.C.  9701  from 
organizations  established  under  title  XIII  of  the  Public  Health  Service  Act  shall  be 
credited  to  and  available  for  carrying  out  the  purposes  of  this  appropriation:  Provided 
further,  That  $65,000,000,  to  remain  available  until  September  30,  2005,  is  for  contract 
costs  for  CMS 's  Systems  Revitalization  Plan:  Provided  further,  That  $56,991,000,  to 
remain  available  until  September  30,  2005,  is  for  contract  costs  for  the  Healthcare 
Integrated  General  Ledger  Accounting  System:  Provided  further,  tfiat  not  less  than 
$129,000,000  shall  be  for  processing  Medicare  appeals:  Provided  further,  That  the 
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Secretary  may  use  alternative  mechanisms  in  lieu  of  Administrative  Law  Judge  review: 
Provided  further,  That  the  Secretary  of  Health  and  Human  Services  is  directed  to 
collect  fees  in  fiscal  year  2004 from  Medicare + Choice  organizations  pursuant  to 
section  1857(e)(2)  of  the  Social  Security  Act  and  from  eligible  organizations  with  risk- 
sharing  contracts  under  section  1876  of  that  Act  pursuant  to  section  1876(k)(4)(D)  of 
that  Act. 

Note.-A  regular  2003  appropriation  for  this  account  had  not  been  enacted  at  the  time  the  budget 
was  prepared;  therefore,  this  account  is  operating  under  a  continuing  resolution  (P.L.  107-229,  as 
amended).  The  amounts  included  for  2003  in  this  budget  reflect  the  Administration 's  2003  policy 
proposals. 
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Language  Analysis 


Language  Provision 


Explanation 


For  carrying  out,  except  as  otherwise 
provided,  titles  XI,  XVJJ1,  XIX,  and  XXI  of 
the  Social  Security  Act,  titles  XUI  and 
XXVII  of  the  Public  Health  Service  Act, 
and  the  Clinical  Laboratory  Improvement 
Amendments  of 1988,  not  to  exceed 
$2,733,507,000,  to  be  transferred  from  the 
Federal  Hospital  Insurance  and  the 
Federal  Supplementary  Medical 
Insurance  Trust  Funds,  as  authorized  by 
section  201  (g)  of  the  Social  Security  Act; 


Provides  a  one-year  appropriation  from 
the  HI  and  SMI  Trust  funds  for  the 
administration  of  the  Medicare,  Medicaid, 
and  State  Children's  Health  Insurance 
programs.  The  HI  Trust  Fund  will  be 
reimbursed  for  the  Federal  Funds 
allocation  of  these  costs  through  an 
appropriation  in  the  Payments  to  the 
Health  Care  Trust  Funds  account 


together  with  all  funds  collected  in 
accordance  with  section  353  of  the  Public 
Health  Service  Act  and  section  1857(e)(2) 
of  the  Social  Security  Act,  and  such  sums 
as  may  be  collected  from  authorized  user 
fees  and  the  sale  of  data,  which  shall 
remain  available  until  expended, 


Provides  total  funding  for  the  Clinical 
Laboratory  Improvement  Amendments 
program,  which  is  funded  solely  from  user 
fees  collected.  Authorizes  the  collection 
of  HMO  user  fees,  fees  for  the  sale  of 
data,  and  other  authorized  user  fees  to 
cover  administrative  costs  associated  with 
processing  HMO  applications  and 
providing  data  to  the  public.  All  of  these 
collections  are  available  to  be  carried  over 
from  year  to  year. 


and  together  with  administrative  fees 
collected  relative  to  Medicare 
overpayment  recovery  activities,  which 
shall  remain  available  until  expended: 


Authorizes  the  collection  of  fees  if  a 
provider  requests  a  second  audit  of  an 
overpayment  amount  determination. 
These  collections  are  available  to  be 
carried  over  from  year  to  year. 


Provided,  That  all  funds  derived  in 
accordance  with  31  U.S.C.  9701  from 
organizations  established  under  title  XIII 
of  the  Public  Health  Service  Act  shall  be 
credited  to  and  available  for  carrying  out 
the  purposes  of  this  appropriation: 


Authorizes  the  crediting  of  HMO  user  fee 
collections  to  the  Program  Management 
account. 
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Language  Analysis 


Language  Provision 


Explanation 


Provider  farther,  That  $65,000,000,  to 
remain  available  until  September  30, 
2005,  is  for  contract  costs  for  CMS's 
Systems  Revitalization  Plan: 


Authorizes  $65,000,000  of  this 
appropriation  to  be  available  for 
obligation  over  a  period  of  two  fiscal 
years,  for  contract  costs  pertaining  to 
CMS's  investment  in  systems 
•infrastructure. 


Provided  further,  That  $56,991,000,  to 
remain  available  until  September  30, 
2005,  is  for  contract  costs  for  the 
Healthcare  Integrated  General  Ledger 
Accounting  System: 


Provided further,  That  not  less  than 
$129,000,000  shall  be  for  processing 
Medicare  appeals:  Provided  further, 
That  the  Secretary  may  use  alternative 
mechanisms  in  lieu  of  Administrative 
Law  Judge  review: 


Provided further,  That  the  Secretary  of 
Health  and  Human  Services  is  directed 
to  collect  fees  in  fiscal  year  2004 from 
Medicare^ Choice  organizations 
pursuant  to  section  1857(e)(2)  of  the 
Social  Security  Act  and  from  eligible 
organizations  with  risk-sharing 
contracts  under  section  1876  of  that  Act 
pursuant  to  section  1876(h)(4)(D)  of 
that  Act. 


Authorizes  $56,991,000  of  this 
appropriation  to  be  available  for 
obligation  over  a  period  of  two  fiscal 
years,  for  contract  costs  pertaining  to 
the  development  and  implementation  of 
the  Healthcare  Integrated  General 
Ledger  Accounting  System. 

Authorizes  $129,000,000  of  this 
appropriation  to  be  used  for  processing 
Medicare  appeals  under  BIPA  sections 
521  and  522,  including  Medicare 
hearings  transferred  from  the  Social 
Security  Administration.  Provides  the 
Secretary  with  flexibility  in  the 
adjudication  of  Medicare  hearings. 

Authorizes  the  collection  of  fees  from 
Medicare+Choice  organizations  for 
costs  related  to  enrollment, 
dissemination  of  information,  and 
certain  counseling  and  assistance 
programs. 
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PROGRAM  MANAGEMENT  APPROPRIATION  SUMMARY 


Current  Law 


2003 

2002 

President's 

2004 

Activity 

Actual  17 

Budget  21 

Estimate 

Medicare  Operations 

Appropriation. 

$1 ,534,500,000 

$1,675,084,000 

$1,776,889,000 

Comparafcffily  Adjustment  (Appeals)  3/ 

$73,000,000 

$73,000,000 

— 

EnactedRescissbn  (PJL  107-116/206) 

($2,500.0001 

Subtotal 

$1,605,000,000 

$1,748,084,000 

$1,776,889,000 

Federal  Administration 

Appropriation 

$531,700,000 

$562,497,000 

$580,571,000 

EnactedrescBsion  (PX.  107-1167206) 

($U15,000> 

Subtotal, 

$530,485,000 

$562,497,000 

$580,571,000 

State  Survey  &  Certification 

Appropriation 

$256,397,000 

$247,647,000 

$247,647,000 

EnactedrescBsion  (P.L  107-116/206) 

(W.jlZ.lAJL;] 

Subtotal, 

$253,085,000 

$247,647,000 

$247,647,000 

Research,  Demaistratbn,  &  Evaluation 

Appropriation 

$118,201,000 

$28,400,000 

$63,400,000 

EnactedrescBsion  (P.L  107-1167206) 

($1.000:000) 

Subtotal, 

$117,201,000 

$28,400,000 

$63,400,000 

Revitafization  Plan 
Appropriation 

$65,000,000 

Subtotal, 

$65,000,000 

Appropriation/Budget  Authority 

$2,505,771,000 

$2,586,628,000 

$2,733,507,000 

1/  The  FY  2002  actual  column  reflects  final  (net)  appropriation  after  all  rescissions,  transfers  and  rcprogramrrring*. 


21  This  column  reflects  the  current  estimate  for  FY  2003 .  Appropriated  funds  in  the  FY  2003  Presidents  budget  were 
$2,538,330,000. 

3/  The  fiscal  years  2002  and  2003  columns  include  a  $73.0  million  comparability  adjustment  relating  to  the  costs  of 
processing  Medicare  appeals  pursuant  to  the  Benefits  Improvement  and  Protection  Act  of 2000  (BfPA> 
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PROGRAM  MANAGEMENT  APPROPRIATION  SUMMARY 


Proposed  Law 


2003 

2002 

President's 

2004 

Activity 

Actual  1/ 

Budget  2/ 

Estimate 

Medicare  Operations  3/ 

$1,605,000,000 

$1,748,084,000 

$1,776,889,000 

Approp.  Offset,  Prop.  Law  4/ 

= 

($130,000,000) 

fS201.000.0O0-> 

Approp.,  Net  Prop.  Law 

$1,605,000,000 

$1,618,084,000 

$1,575,889,000 

User  Fees,  Prop.  Law  4/ 

$130,000,000 

$201,000,000 

Subtotal,  Approp.+  P.L.  User  Fees 

$1,605,000,000 

$1,748,084,000 

$1,776,889,000 

Federal  Administration 

$530,485,000 

$562,497,000 

$580,571,000 

Approp.  Offset,  Prop.  Law 

:= 

= 

= 

Approp.,  Net  Prop.  Law 

$530,485,000 

$562,497,000 

$580,571,000 

User  Fees,  Proposed  Law 

=: 

— 

Subtotal,  Approp.+  P.L.  User  Fees 

$530,485,000 

$562,497,000 

$580,571,000 

State  Survey  &  Certification 

5253,085,000 

$247,647,000 

$247,647,000 

Approp.  Offset,  Prop.  Law 

Approp.,  Net  Prop.  Law 

An  &a*7  (Via 

<E?A7  £4*7  fin  A 

User  Fees,  Prop.  Law 

Subtotal,  Approp, +  P.L.  User  Fees 

*W4*7  £4*7 

CJ4*7  £4*7  fW\ 

Research,  Demonstration  &  Evaluation 

$117,201,000 

$28,400,000 

$63,400,000 

Approp.  Offset,  Prop.  Law 

Approp.,  Net  Prop.  Law 

$117,201,000 

$28,400,000 

$63,400,000 

User  Fees,  Proposed  Law 

Subtotal  Approp.+  P.L.  User  Fees 

$117,201,000 

$28,400,000 

$63,400,000 

Revitalization  Plan 

$65,000,000 

Approp.  Offset,  Prop.  Law 

Approp.,  Net  Prop.  Law 

$65,000,000 

User  Fees,  Proposed  Law 

Subtotal,  Approp.+  P.L.  User  Fees 

$65,000,000 

Snbt  Approp.,  Net  Prop.  Law 

$2^05,771,000 

$2,456,628,000 

$2,532,507,000 

Subt  User  Fees,  Prop.  Law  4/ 

$130,000,000 

$201,000,000 

Total  Approp.  +  P.L.  User  Fees 

$2,505,771,000 

$2,586,628,000 

$2,733,507,000 

XI  The  FY  2002  actual  column  reflects  final  (net)  appropriation  after  all  rescissions,  transfers  and  lcprogtammaigi. 

2/  This  column  reflects  the  current  estimate  for  FY  2003 .  Appropriated  funds  in  the  FY  2003  President's  budget  were 
82,538,330,000. 


3/  The  fiscal  yeais  2002  and  2003  columns  include  a  $73.0  million  comparability  adjustment  relating  to  the  costs  of 
processing  Medicare  appeals  pursuant  to  the  Benefits  Improvement  and  Protection  Act  of 2000  (BIPA). 

4/  If  enacted,  the  user  fees  proposed  in  fiscal  years  2003  and  2004  will  offset  our  Program  Management  appropriation 
on  a  doltar-for-dotlar  basis,  so  that  our  overall  program  level  remains  unchanged 
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Proposed  Legislation  Summary 


The  CMS  proposes  new  financing  mechanisms  totaling  $201 .0  million  in  FY  2004. 
These  legislative  proposals,  and  the  estimated  dollars  associated  with  each,  where 
applicable,  are  as  follows: 

PROGRAM  MANAGEMENT 

Medicare  Operations  User  Fees  ($201,000,000) 

Charge  providers  who  forward  duplicate  or  unprocessable  claims  $2.50  per  claim. 
($195,000,000) 

Providers  who  submit  duplicate  claims  or  claims  with  inaccurate  or  insufficient 
information  are  imposing  an  unnecessary  workload  on  the  claims  processing  system.  In 
many  cases,  providers  submit  duplicate  claims  because  they  become  impatient  waiting 
for  payment. 

CMS  and  its  contractors  go  to  great  lengths  to  ensure  providers  are  aware  of  billing 
requirements  and  the  need  to  submit  accurate  claims.  Charging  a  fee  would  heighten 
provider  awareness  of  these  issues  and  deter  this  type  of  action.  The  fees  received  from 
this  activity  would  be  credited  to  CMS's  Program  Management  appropriation.  CMS 
assumes  it  will  begin  collecting  this  fee  on  March  1,  2003.  The  FY  2004  estimate  cited 
above  reflects  a  full  year  of  collections  as  well  an  increase  in  the  user  fee  from  $1 .50  to 
$2.50. 

Charge  providers  a  $50  filing  fee  for  an  appeal  filed  under  CMS's  new  qualified 
independent  review  process.  ($6,000,000) 

CMS  proposes  a  $50  user  fee  for  providers  who  file  appeals  with  the  new  qualified 
independent  contractors  (QIC)  mandated  by  BIPA  section  521 .  This  fee  is  expected  to 
raise  $6  million  in  the  first  year.  These  funds  will  be  used  to  develop  an  integrated, 
electronic  case  control  system  that  will  track  the  Medicare  appeals.  This  new  system 
will  allow  for  accurate  record  keeping  and  improve  the  efficiency  of  the  appeals 
process.  No  fee  will  be  charged  to  beneficiaries  filing  appeals.  The  fees  received  from 
this  activity  will  be  credited  to  CMS's  Program  Management  appropriation. 
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Medicare  Operations 


Authorizing  Legislation  -  Social  Security  Act,  Title  XVIII,  Sections  1816  and  1842, 
42U.S.C.  1395. 

Medicare  Operations  Summary  Table 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Increase 

or 
Decrease 

Appropriaticm/B  .A. 

$1,534,500,000 

$1,675,084,000 

$1,776,889,000 

+$101,805,000 

Rescissions: 
P.L.  107-116 
P.L.  107-206 

-500,000 
-2,000000 

Adjustment  for 
Comparability 
Appeals 

+73,000,000 

+73,000,000 

-73,000,000 

Net  Appropriation/ 
BA.  (Comparable) 

$1,605,000,000 

$1,748,084,000 

$1,776,889,000 

+$28,805,000 

Direct  FTEs:  HIPAA 

-1 

10 

+10 

PURPOSE  AND  METHOD  OF  OPERATIONS 

CMS's  FY  2004  budget  request  for  Medicare  Operations  is  $  1 ,776.9  million,  an  increase 
of  $28.8  million  above  the  comparable  FY  2003  President's  budget  request  This  level 
of  funding  will  enable  CMS  to  continue  serving  approximately  41  million  Americans 
who  depend  on  the  Medicare  program  for  their  health  care  coverage. 

It  will  allow  CMS's  Medicare  contractors  to  meet  the  contractual  responsibilities  and 
expectations  set  forth  by  the  Administration,  as  well  as  by  the  public,  including  paying 
claims  in  a  timely,  accurate,  and  fiscally  responsible  manner.  Fiscal  intermediaries  (FIs) 
make  payments  to  providers  of  services  under  Part  A  of  the  Medicare  program.  Carriers 
process  claims  and  make  payments  to  beneficiaries  and  providers  under  Part  B  of  the 
Medicare  program.  CMS  monitors  and  oversees  all  Medicare  contractor  activities  and 
reviews  contractor  performance  in  paying  claims  and  serving  beneficiaries. 
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Performance  Goal  MO2-04  -  Sustain  Medicare  Payment  Timeliness  Consistent  with 
Statutory  Floor  and  Ceiling  Requirements 
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This  funding  level  will  also  allow  CMS  to  make  significant  progress  in  a  number  of 
areas  including: 

•  Implementing  requirements  of  recent  legislation,  particularly  provisions  of  the 
Benefits  Improvement  and  Protection  Act  (BIPA)  of  2000  and  the  Health  Insurance 
Portability  and  Accountability  Act  (HIPAA)  of  1996;  and 

•  Continuing  a  national  ad  campaign  and  1-800-MEDICARE  call  center  under  the 
National  Medicare  &  You  Education  Program. 

CMS  has  included  budget  estimates  for  each  of  the  activities  described  in  the  Medicare 
Operations  chapter  of  this  justification.  This  budget  funds  many  workloads  such  as  fee- 
for-service  claims  processing,  inquiries,  and  appeals  that  are  difficult  to  project  two 
years  in  advance.  It  also  funds  many  legislatively  mandated  activities  and 
administration  priorities  the  costs  of  which  also  change  over  a  two-year  period. 
Therefore,  actual  expenditures  may  differ  from  these  estimates.  CMS  will  keep 
Congress  apprised  as  expenditures  change. 

PROPOSED  LEGISLATION  SUPPORTING  MEDICARE  OPERATIONS 

The  FY  2004  Medicare  Operations  budget  includes  two  financing  proposals  totaling 
$20 1 .0  million.  Enactment  of  these  user  fees  is  offsetting,  and  will  reduce  CMS's 
Program  Management  request  by  $201 .0  million. 

Charge  providers  who  forward  duplicate  or  unprocessable  claims  $2.50  per  claim. 
($195,000,000) 

Providers  who  submit  duplicate  claims  or  claims  with  inaccurate  or  insufficient 
information  are  imposing  an  unnecessary  workload  on  the  claims  processing  system.  In 
many  cases,  providers  submit  duplicate  claims  because  they  become  impatient  waiting 
for  payment. 

CMS  and  its  contractors  go  to  great  lengths  to  ensure  providers  are  aware  of  billing 
requirements  and  the  need  to  submit  accurate  claims.  Charging  a  fee  would  heighten 
provider  awareness  of  these  issues  and  deter  this  type  of  action.  The  fees  received  from 
this  activity  would  be  credited  to  CMS's  Program  Management  appropriation.  CMS 
assumes  it  will  begin  collecting  this  fee  on  March  1, 2003.  The  FY  2004  estimate  cited 
above  reflects  a  full  year  of  collections  as  well  an  increase  in  the  user  fee  from  $1 .50  to 
$2.50. 
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Charge  providers  a  $50  filing  fee  for  an  appeal  filed  under  CMS 's  new  qualified 
independent  review  process.  ($6,000,000) 

CMS  proposes  a  $50  user  fee  for  providers  who  file  appeals  with  the  new  qualified 
independent  contractors  (QIC)  mandated  by  BIPA  section  521.  This  fee  is  expected  to 
raise  $6  million  in  the  first  year.  These  funds  will  be  used  to  develop  an  integrated, 
electronic  case  control  system  that  will  track  the  Medicare  appeals.  This  new  system 
will  allow  for  accurate  record  keeping  and  improve  the  efficiency  of  the  appeals 
process.  No  fee  will  be  charged  to  beneficiaries  filing  appeals.  The  fees  received  from 
this  activity  will  be  credited  to  CMS's  Program  Management  appropriation. 
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MEDICARE  OPERATIONS  SUMMARY 

As  shown  in  the  pie  chart  below,  the  majority  of  the  Medicare  Operations  request  funds 
the  contractors'  ongoing  activities  in  FY  2004.  More  than  ever  before,  the  funding 
required  to  complete  activities  required  by  legislation  reflects  a  large  piece  of  the  pie. 
The  remainder  of  the  request  will  be  used  for  information  technology  costs,  other 
operations  costs,  and  program  improvements. 


(dollars  in  millions) 


Program 
Improvements 

Legislative  $17,3 
Mandates 
Enterprise  $354.3 
Activites 
$53.1 


Information 
Technology 
Infrastructure 
Plan 
$11.0 


Unified  Financial 
Management 
System 
$3.0 


Operations  _/ 
$82.6 

Systems 
Maintenance 
$72.1 


Medicare 
Contractor 
Ongoing  Activites 
$1,183.5 
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RATIONALE  FOR  THE  BUDGET  REQUEST 

MEDICARE  CONTRACTOR  ONGOING  ACTIVITIES:  $1.183.5  million 

Approximately  67  percent  of  the  Medicare  Operations  budget  is  categorized  as 
Medicare  contractor  ongoing  activities.  This  category  includes  funding  provided  to 
CMS's  Medicare  contractors  in  order  to  process  their  negotiated  workloads.  These 
workloads  include  paying  claims,  handling  appeals,  responding  to  inquiries,  enrolling 
providers  and  suppliers,  educating  providers  and  beneficiaries,  enrolling  and  overseeing 
participating  physicians,  recovering  overpayments,  and  others. 

This  request  asks  for  a  level  of  funding  that  will  allow  the  Medicare  contractors  to 
process  their  workloads  accurately,  in  a  timely  manner,  and  in  accordance  with  CMS's 
standard  program  requirements.  This  request  reflects  an  increase  of  S55.3  million  above 
the  FY  2003  President's  budget  level. 

The  table  below  displays  each  of  the  major  activities  included  in  this  category  and  the 
funding  levels  associated  with  each: 


(S  in  millions) 

FY  2003 
P.B. 

FY  2004 
Estimate 

Difference 

Bills/Claims  Payment 

S702.2 

$749.8 

+S47.6 

Provider  Reimbursement 

42.5 

42.5 

Appeals 

117.4 

136.7 

+19.3 

Inquiries 

216.6 

240.0 

+23.4 

Provider  Education  and  Training  (PET) 

41.5 

6.5* 

-35.0 

Participating  Physician' Supplier 
Program  (PARDOC) 

8.0 

8.0 

Total,  On-Going  Activities 

$1,128.2 

§1,183.5 

+$55.3 

*  An  additional  S30  million  will  be  funded  through  the  Medicare  Integrity  Program 
(MIP). 


Bills/Claims  Payments:  S749.8  million 

This  category  reflects  the  Medicare  contractors'  costs  of  processing  and  paying  Part  A 
bills  and  Part  B  claims  including  electronic  data  processing,  contractor  personnel, 
postage,  printing,  etc.  It  also  includes  the  cost  of  enrolling  providers  in  the  Medicare 
program. 
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The  increase  of  $47.6  million  above  the  FY  2003  President's  budget  reflects  an 
anticipated  increase  in  the  number  of  claims.  CMS  estimates  mat  the  Medicare 
contractors  will  pay  1,097  million  Medicare  claims  in  FY  2004  -  179  million  Part  A 
and  91 8  million  Part  B  claims.  This  volume  reflects  an  increase  of  1 10  million  claims, 
about  1 1  percent  over  the  FY  2003  President's  budget  level.  Medicare  contractors 
experienced  a  surge  of  claims,  especially  Part  B  claims,  in  FY  2002.  Therefore,  we 
estimate  that  claims  volume  will  increase  more  than  in  prior  years. 

The  FY  2004  unit  costs  are  expected  to  decrease  when  compared  to  the  FY  2003 
President's  budget  estimates.  Effective  October  1 ,  2003,  HIPAA  requires  that  claims  be 
submitted  electronically.  Therefore,  we  expect  that  even  more  providers  will  submit 
their  fee-for-service  claims  electronically,  resulting  in  a  lower  processing  cost  for 
Medicare  contractors. 
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Performance  Goal  MO3-04  -  Increase  the  Use  of  Electronic  Commerce/Standards  in 
Medicare 


The  table  on  the  following  page  displays  workload  and  unit  cost  data  from  FY  1991 
through  FY  2004.  Historically,  the  Part  A  unit  cost  included  inquiries  and  provider 
education  and  training  (PET);  both  unit  costs  included  systems  maintenance  costs. 
Beginning  in  FY  1998,  at  CMS's  request,  the  contractors  began  to  report  these  items 
separately  from  the  unit  cost  CMS  has  re-calculated  the  unit  costs  from  FY  1 998 
forward,  eliminating  the  non-claims  items  cited  above.  (These  activities  and  their  costs 
are  now  displayed  separately  in  later  sections  of  this  chapter.) 
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CLAIMS  PROCESSING  AND  WORKLOAD  PROCESSING 
1991  to  2004 

Claims  Processing  Unit  Costs  (in  Current  Dollars) 


FY  1991 
Actual 

$1.67 

$1.15 


FY  1992 
Actual 

$1.60 

$1.05 


FY  1993 
Actual 

$1.39 

$0.96 


FY  1994 
Actual 

$1.40 

$0.89 


FY  1995 
Actual 

$1.29 

$0.82 


FY  1996 
Actual 

$1.20 

$0.74 


FY  1997 
Actual 

$1.11* 
$0.68 


FY  1998    FY  1999    FY  2000     FY  2001     FY  2002    FY  2003  FY  2004 

Actual      Actual      Actual       Actual      Enacted    Pres.Bud  Estimate 

Part  A        $0.82        $0.76       $0.86        $0.86        $0.87        $0.89  $0.87 

PartB        $0.64        $0.60       $0.63        $0.61        $0.64        $0.67  $0.65 

1/  FY  1 997  and  prior  years  include  Part  A  inquiries,  Part  A  provider  education  and  training 
(PET),  and  shared  systems  maintenance  costs. 

Claims  Workload  (Processed  Claims  in  Millions) 


FY  1991 
Actual 

Part  A  91.8 

PartB  501.4 

FY  1998 
Actual 

Part  A  149.0 

PartB  710.8 


FY  1992  FY  1993 

Actual  Actual 

101.1  109.6 

546.8  574.9 

FY  1999  FY  2000 

Actual  Actual 

147.8  150.8 

719.6  740.2 


FY  1994  FY  1995 

Actual  Actual 

120.6  133.1 

615.1  646.5 

FY  2001  FY  2002 

Actual  Enacted 

158.6  165.7 

772.0  832.6 


FY  1996  FY  1997 

Actual  Actual 

142.1  150.0 

665.6  692.7 

FY  2003  FY  2004 

Pres.Bud.  Estimate 

173.5  179.2 

813.5  917.9 
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Provider  Reimbursement:  $42.5  million 

As  part  of  claims  processing  activities,  contractors  also  perform  provider  reimbursement 
services,  which  include  establishing  and  adjusting  interim  rates  to  ensure  proper 
payment  to  providers,  maintaining  provider-specific  permanent  files,  reporting  and 
collecting  provider  overpayments,  and  identifying  non-Medicare  secondary  payer 
delinquent  debt  which  is  eligible  for  referral  to  the  Department  of  Treasury  for  cross- 
servicing  and  offset,  consistent  with  the  Debt  Collection  Improvement  Act  of  1996. 
This  request  is  the  same  as  the  FY  2003  President's  budget  request. 
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Performance  Goal  MO 6-04  -  Increase  Referral  of  Eligible  Delinquent  Debt  for  Cross 
Servicing 


On-Going  Appeals:  $136.7  million 

The  Medicare  appeals  process  affords  beneficiaries,  providers,  and  suppliers  an 
opportunity  to  dispute  initial  determinations  made  by  contractors  to  deny  claims.  The 
current  estimate  for  FY  2004  is  $136.'-  million,  $19.3  million  above  the  FY  2003 
President's  budget.  This  increase  is  consistent  with  trends  in  previous  years. 

There  are  numerous  reasons  for  the  increase  in  appeals  volumes  each  year.  First,  the 
increase  in  the  number  of  beneficiaries  and  claims  results  in  an  increase  in  appeals. 
Second,  denials  due  to  lack  of  documentation  have  increased  recently.  Third,  CMS's 
emphasis  on  reducing  fraud,  waste,  and  abuse,  coupled  with  a  multi-million  dollar 
increase  in  mnding  for  the  Medicare  Integrity  Program,  has  increased  the  number  of 
medical  reviews  conducted  by  the  Medicare  contractors.  This,  in  turn,  has  increased  the 
number  and  complexity  of  appeals.  Fourth,  program  changes  and  policy  changes,  such 
as  the  implementation  of  new  prospective  payment  systems  and  the  expansion  of  the 
rights  of  States  to  appeal  on  behalf  of  Medicare  beneficiaries  who  are  also  eligible  for 
Medicaid,  have  also  increased  the  number  and  complexity  of  appeals. 

The  table  on  the  following  page  displays  workloads,  unit  costs,  and  total  costs  for 
processing  appeals  work. 
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Medicare  Contractor  Appeals  Workloads 


FY  2002 

FY  2003 

FY  2003 

Estimated 

President's 

Current 

FY  2004 

Actual 

Budget 

Estimate 

Estimate 

Workload 

Part  A 

561,000 

450,000 

583,000 

607,000 

PartB 

6.703,000 

6.920.000 

6.971.000 

7.250.000 

Total 

7,264,000 

7,370,000 

7,554,000 

7,857,000 

Unit  Costs 

Part  A 

$48.43 

$60.06 

$50.36 

$52.38 

PartB 

$13.38 

$13.06 

$13.91 

$14.47 

Total  Costs 

(S  in  Millions) 

Part  A 

$27.2 

$27.0 

$29.4 

$31.8 

PartB 

$89.7 

$90.4 

$97.0 

$104.9 

Total 

$116.9 

$117.4 

$126.4 

$136.7 

Inquiries:  $240.0  million 


This  request  includes  the  cost  of  answering  both  provider  and  beneficiary  inquiries  at 
the  Medicare  contractors,  as  well  as  funding  for  beneficiary  outreach  and  education. 
These  costs  have  been  increasing,  most  likely  due  to  increased  activity  in  both  the 
Medicare  Integrity  Program,  especially  medical  reviews,  and  the  National  Medicare  & 
You  Education  Program.  In  addition,  provider  inquiries  have  increased  in  the  past 
couple  of  years,  possibly  as  a  result  of  having  toll-free  lines  at  the  contractors. 

The  FY  2003  request,  an  increase  of  $23 .4  million  or  1 1  percent  over  the  FY  2003 
President's  budget  request,  is  consistent  with  trends  in  previous  years  and  reflects  the 
level  of  funding  needed  to  support  this  essential  service. 
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Performance  Goal  MO8-04  -  Improve  Effectiveness  of  Dissemination  of  Medicare 
Information  to  Beneficiaries 


n-n 


816 


PROGRAM  MANAGEMENT 


Provider  Education  and  Training  (PET):  $6.5  million 

Physicians,  providers,  and  suppliers  who  participate  in  the  Medicare  program  rely  on 
CMS  to  provide  them  with  timely,  relevant,  and  understandable  information  in  order  to 
better  serve  Medicare  beneficiaries.  One  of  CMS's  priorities  is  to  create  a  culture  that  is 
open,  accessible,  and  responsive  to  our  partners,  making  it  easier  for  them  to  understand 
our  programs  and  navigate  our  organization.  The  on-going  PET  activities  directly 
support  this  mission.  A  strong,  effective  PET  program  also  helps  reduce  claims 
processing  errors  and  the  additional  work  (e.g.,  inquiries,  appeals,  overpayment 
collections)  that  flows  from  these  errors.  On-going  PET  activities  include  conducting 
seminars,  workshops,  and  classes  to  educate  and  train  providers;  coordinating  a  PET 
advisory  group;  developing  and  issuing  bulletins  and  newsletters;  and  maintaining  and 
expanding  an  Internet  website  and  electronic  mailing  lists.  In  FY  2004,  PET  will  be 
partially  funded  through  the  Medicare  Integrity  Program  (MIP),  focusing  on  assisting 
providers  to  avoid  and  detect  waste,  fraud  and  abuse. 

Participating  Physician/Supplier  Program:  $8.0  million 

This  program  strives  to  reduce  the  impact  of  rising  medical  costs  on  beneficiaries  by 
increasing  the  number  of  physicians  and  suppliers  who  participate  in  the  Medicare 
program  and  by  enforcing  the  charge  limit.  This  request  covers  the  costs  of  conducting 
the  annual  enrollment  process  plus  some  monitoring  of  limiting  charge  compliance  and 
limited  distribution  of  information  to  participating  physicians. 

SYSTEMS  MAINTENANCE  S72.1  million 

This  request  provides  funding  for  computer  software  services,  e.g.,  systems 
modifications,  design  and  development  of  new  code,  applications  testing,  etc.  CMS 
needs  to  keep  its  systems  current  with  statutory  and  regulatory  requirements.  This 
request  reflects  a  decrease  of  $12.9  million  below  the  FY  2003  President's  budget  level. 

OPERATIONS:  $82.6  million 

This  category  funds  essential  activities  that  support  the  continued,  uninterrupted 
operation  of  the  Medicare  fee-for-service  program.  This  request  reflects  a  decrease  of 
$20.3  million  below  the  FY  2003  President's  budget  level.  The  FY  2004  request 
includes: 

Non-Renewals:  $20.0  million 

This  request  includes  $20.0  million  for  non-renewals,  $10.0  million  less  than  the 
FY  2003  President's  budget.  CMS  incurs  several  costs  when  a  Medicare  contractor 
leaves  the  program,  including  severance  pay,  payments  for  excess  capacity,  and  one- 
time costs  of  preparing  other  contractors  to  absorb  the  workloads  of  departing 
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contractors.  Although  CMS  cannot  know  which  or  how  many  contractors  will  leave  the 
Medicare  program  in  a  given  year,  it  must  be  prepared  for  a  certain  number  of  non- 
renewals each  year. 

Information  Technology:  $46.4  million 

The  FY  2004  request  includes  information  technology  funding  that  CMS  pays  for 
directly,  such  as  the  costs  of  the  common  working  file  and  data  center  operations.  The 
request  includes  an  additional  $9.0  million  above  the  FY  2003  President's  budget  to 
cover  increased  independent  testing  of  Medicare  standard  systems  and  increased  costs 
for  Medicare  claims  data  systems. 

Systems  Transitions:  $6.4  million 

This  item  funds  the  costs  of  converting  Medicare  contractors  to  the  selected  standard 
claims  processing  systems.  CMS's  goal  is  to  reduce  the  multiple  systems  currently  in 
use  to  a  total  of  three  systems:  one  for  the  fiscal  intermediaries,  one  for  the  carriers,  and 
one  for  the  durable  medical  equipment  regional  carriers  (DMERC).  A  smaller  number 
of  systems  will  provide  a  more  controlled  processing  environment  and,  ultimately, 
reduce  the  costs  associated  with  maintaining  multiple  systems.  Completion  of 
transitions  is  needed  before  the  Healthcare  Integrated  General  Ledger  and  Accounting 
System  (HIGLAS)  can  be  fully  implemented.  This  request  represents  a  decrease  of 
$17.2  million  below  the  FY  2003  President's  budget. 

Provider  Toll-Free  Lines:  $7.0  million 

CMS  will  continue  to  offer  toll-free  lines  to  providers  so  they  can  receive  quick, 
accurate  answers  to  questions  about  billing  and  claims  processing  and  other  Medicare- 
related  issues.  Previously,  the  providers  paid  long-distance  phone  charges  to  call  the 
Medicare  contractors.  This  is  another  step  in  CMS's  efforts  to  reduce  payment  errors, 
ease  the  financial  burden  on  providers,  and  support  physicians  as  they  care  for  Medicare 
beneficiaries.  This  funds  the  toll-free  lines  only,  and  does  not  include  the  cost  for  the 
customer  service  representatives,  which  is  shown  in  the  inquiries  section.  This  request 
is  the  same  as  the  FY  2003  President's  budget. 

Other  Operational  Costs:  $2.8  minion 

This  category  includes  funds  for  printing  Medicare  forms,  maintaining  the  unique 
physician  identification  number  (UPIN)  registry,  and  leasing  space  for  document 
storage.  This  request  is  the  same  as  the  FY  2003  President's  budget 


H-19 


818 


PROGRAM  MANAGEMENT 


ENTERPRISE-WIPE  ACTIVITIES:  $53-1  million 

This  request  provides  funding  for  CMS's  on-going  critical  systems  infrastructure  that 
supports  on-going  operations.  Included  under  this  category  is  funding  to  support  the 
Consolidated  Information  Technology  Infrastructure  Contract  (CITIC),  the  Medicare 
Data  Communications  Network  (the  secure  telecommunications  network  that  supports 
transaction  processing  and  file  transmission),  hardware  maintenance  and  software 
licensing,  and  data  communication  services.  This  request  reflects  a  decrease  of 
$6.2  million  below  the  FY  2003  President's  budget  request. 

CHANGES  REQUIRED  BY  LEGISLATION:  S354.3  million 

This  category  includes  funding  for  activities  mandated  by  legislation,  including  the 
Benefits  Improvement  and  Protection  Act  (BIPA)  of 2000,  the  Health  Insurance 
Portability  and  Accountability  Act  of  1996  (HIPAA),  the  Balanced  Budget  Act  (BBA) 
of  1997,  the  Chief  Financial  Officers  Act,  the  Federal  Financial  Management 
Improvement  Act,  and  others.  Funding  for  legislative  mandates  in  FY  2004  increases 
by  a  total  of  $84.6  million  above  the  FY  2003  President's  budget.  Most  of  this  increase 
reflects  funding  needed  for  BIPA  provisions,  HIPAA  provisions,  and  the  Healthcare 
Integrated  General  Ledger  and  Accounting  System  (HIGLAS). 

HIPAA  Administrative  Simplification:  $32.8  million 

HIPAA  enacted  administrative  simplification  provisions  intended  to  reduce  the  costs 
and  administrative  burden  on  the  health  care  industry  by  standardizing  the  electronic 
transmission  of  certain  transactions.  CMS  has  a  national  leadership  role  in 
implementing  three  major  administrative  simplification  provisions:  the  National 
Provider  Identifier,  the  National  Health  Plan  Identifier,  and  the  transactions  and  code 
sets.  The  FY  2004  request  includes  several  information  technology  costs,  including: 

•  ongoing  design  and  development  of  the  information  system  that  will  be  used  to 
enumerate  health  plans  and  health  care  providers  with  unique  identifiers  for  use 
in  transactions; 

•  beginning  to  assign  unique  identifiers  to  providers  who  are  covered  entities  ~ 
assignment  of  identifiers  is  a  multi-year  project; 

•  implementing  local  systems  changes,  new  standards,  and  modifications  at  the 
fiscal  intermediaries,  carriers,  and  DMERCS;  and 

•  testing  with  late  providers. 

In  addition,  CMS's  budget  sets  aside  $10.0  million  in  Medicare  Operations  for  start-up 
costs  for  part  of  FY  2004  to  develop  and  implement  the  HIPAA  administrative 
simplification  enforcement  program  for  security,  transactions,  code  sets,  and  identifiers. 
Start-up  costs  will  consist  of  building  the  staff,  publishing  enforcement  regulations, 
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developing  enforcement  procedures,  and  implementing  systems.  CMS  anticipates  using 
a  combination  of  Federal  and  contractor  FTEs.  In  addition,  CMS  will  conduct  outreach 
to  explain  to  the  health  care  industry  the  enforcement  responsibilities  and  penalties 
noncompliance  may  warrant.  Following  these  activities,  CMS  will  be  positioned  to 
begin  accepting  enforcement  complaints  at  an  expected  volume  of  approximately  one 
percent  of  all  HIPAA-covered  entities.  FY  2005  would  be  the  first  full  year  of 
enforcement  operations. 

In  total,  the  request  for  HIPAA  administrative  simplification  reflects  a  decrease  of 
$31.3  million  below  the  FY  2003  President's  budget  request. 

HIPAA  Privacy  Regulation:  $2.3  million 

This  HIPAA  requirement  strengthens  the  basic  tenets  of  the  Privacy  Act  and  extends  it 
to  the  private  sector.  CMS's  request,  $8.7  million  less  than  the  FY  2003  President's 
budget  request,  will  allow  us  to  continue  training  for  CMS  staff,  contractors,  and 
partners  and  to  test,  verify,  and  validate  our  privacy  implementation  activities. 

BIPA  Section  521:  $126.0  million 

BIP  A  section  52 1  significantly  revises  the  Medicare  fee-for-service  appeals  process. 
Key  changes  include  new  independent  review  entities,  a  uniform  process  for  handling 
Part  A  and  Part  B  appeals,  a  new  right  to  an  expedited  appeal,  much  shorter  time  frames 
at  all  appeals  levels,  an  "escalator"  clause,  and  reduced  amounts  in  controversy  for  Part 
B  appeals. 

CMS's  request  includes  funding  to  implement  an  amended  version  of  BIPA  section  521 
which  reflects  the  following  changes: 

•  Allow  CMS  1 6  months,  following  the  receipt  of  funding,  to  implement  BIPA 
reforms.  We  estimate  that  16  months  is  the  appropriate  amount  of  time  needed 
to  award  contracts  to  qualified  independent  contractors  (QICs)  and  to  proceed 
with  rulemaking. 

•  Enable  CMS  to  contract  with  fewer  than  12  QICs.  We  believe  that  no  fewer 
than  4  QICs  will  maximize  administrative  efficiency. 

•  Increase  decision-making  timeframes  at  all  levels  of  the  appeals  process,  from 
30  days  to  90  days  for  Part  A  appeals  and  from  30  days  to  45  days  for  Part  B 
appeals  at  the  Medicare  contractors;  from  30  days  to  60  days  for  QIC  hearings; 
and  from  90  days  to  1 80  days  for  administrative  law  judge  and  Departmental 
Appeals  Board  hearings.  More  realistic  timeframes  should  help  reduce  the 
number  of  appeals  filed  at  the  higher,  more  costly  adjudication  levels. 

This  request  also  includes  funding  to  transfer  the  Medicare  hearings  function  from  the 
Social  Security  Administration  (SSA).  SSA's  administrative  law  judges  (ALJs) 
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currently  hear  Medicare  hearings.  In  order  to  succeed  with  this  new  function,  CMS  will 
need  the  authority  to  use  administrative  mechanisms  other  than  ALJs,  such  as  hearings 
officers.  The  additional  FTEs  needed  to  process  this  work  are  not  reflected^in  the  totals 
shown  throughout  this  document. 

National  Medicare  &  You  Education  Program  (NMEP):  $122.0  million 

This  request  will  enable  CMS  to  fund  activities  that  educate  beneficiaries  about 
Medicare  and  their  health  plan  choices.  CMS  will  devote  resources  to  the -State  Health 
Insurance  Assistance  Program,  a  program  that  provides  counseling  support  directly  to 
beneficiaries.  In  addition,  funding  will  be  used  to  support  the  operation  of  additional 
information  channels,  such  as  toll-free  telephone  services  via  1 -800-MEDICARE, 
Internet  services  through  www.medicare.eov,  a  publicity  campaign,  and  the  Medicare  & 
You  handbook,  enabling  beneficiaries  to  make  more  informed  health  care  choices.  The 
FY  2004  request  for  the  portion  of  the  NMEP  initiative  funded  via  the  Program 
Management  appropriation  is  the  same  as  the  FY  2003  President's  budget  request.  For 
more  information,  refer  to  the  NMEP  section  in  the  supporting  information  tab. 
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Performance  Goal  MO  1-04  -  Improve  Ber  aciary  Telephone  Customer  Service 
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Performance  Goal  MO9-04  -  Improve  Beneficiary  Understanding  of  Basic  Features  of  the 
Medicare  Program 


Other  CMS  projects  required  by  legislation  include: 

Healthcare  Integrated  General  Ledger  and  Accounting  System  (HIGLAS): 
$53.3  million 


The  Healthcare  Integrated  General  Ledger  and  Accounting  System  (HIGLAS)  project  is 
part  of  the  Department's  Unified  Financial  Management  System  (UFMS).  By 
integrating  the  Department's  financial  management  structure,  the  UFMS  will  achieve 
greater  economies  of  scale,  eliminate  duplication,  mitigate  security  risks,  and  provide 
more  timely  and  accurate  information  for  management  purposes. 
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With  a  unified  system,  CMS  and  the  rest  of  the  Department  will  have  uniform  business 
rules,  data  standards,  and  accounting  policies  and  procedures  for  more  efficient 
implementation  as  administrative  support  functions  are  incorporated.  This  effort  will 
move  CMS,  along  with  the  rest  of  the  Department,  toward  the  Secretary's  goal  of  one 
HHS  and,  at  the  same  time,  support  the  President's  Management  Agenda  initiative  to 
improve  financial  performance.  It  will  also  address  the  Inspector  General's  concerns 
regarding  a  fully  functioning  integrated  financial  system  for  the  Department. 

CMS's  Medicare  contractors  lack  a  uniform  financial  management  system  to  account 
for  the  billions  of  dollars  spent  on  Medicare  benefits  each  year.  The  current  process  is 
inadequate  for  detecting  and  collecting  money  owed  to  the  Medicare  trust  funds; 
retaining  a  clean  opinion  on  financial  statements  without  expensive,  alternative  efforts; 
and  complying  with  financial  management  statutory  requirements,  including  the  Joint 
Financial  Management  Improvement  Program,  the  Clinger-Cohen  Act,  and  the  Federal 
Financial  Management  Improvement  Act.  HIGLAS  will  ensure  that  CMS  can  meet  all 
of  these  objectives  by  replacing  the  multiple  processes  currently  in  use  with  a  uniform 
accounting  system. 

HIGLAS  represents  a  major  information  technology  investment  that  will  require  several 
years  to  complete.  In  support  of  mis  initiative,  CMS  is  requesting  $53.3  million  for 
Medicare  Operations  in  FY  2004,  an  increase  of  $6.3  million  from  the  FY  2003 
President's  budget. 

Financial  Statement  Audits:  $7.9  million 

This  request,  the  same  level  as  the  FY  2003  President's  budget,  includes  funds  for  audit 
activities  including  the  annual  audit  required  by  the  Chief  Financial  Officers  (CFO)  Act 
of  1990.  Federal  agencies'  financial  statements  are  audited  to  reassure  the  public  that 
they  have  fairly  and  accurately  represented  their  financial  condition.  A  clean  and  timely 
audit  opinion  on  these  statements  is  essential  if  decision-makers  within  the  agency  and 
at  OMB  and  Congress  are  to  use  the  information  to  make  their  decisions. 

The  CFO  Act  requires  that  CMS — the  largest  operating  division  in  the  Department — be 
audited.  As  one  of  the  four  Federal  agencies  that  are  significant  to  the  government-wide 
consolidated  statement  each  year,  HHS  will  continue  its  considerable  efforts  to  retain  its 
clean  opinion,  while  meeting  the  additional  challenge  of  the  accelerated  time  frames 
established  by  the  Reports  Consolidation  Act  The  Healthcare  Integrated  General 
Ledger  Accounting  System  (HIGLAS)  is  the  long-term  solution  to  these  challenges  but, 
in  the  meantime,  significant  manual  effort  and  upgrading  of  the  automated  consolidated 
financial  statements  is  necessary. 

In  addition,  CMS  has  increased  efforts  to  expand  and  enhance  financial  analysis.  Its 
trend  analysis  and  risk  assessments  of  financial  data  will  help  to  more  readily  detect 
problems  and  variances  so  CMS  can  identify  potential  areas  of  risk  and  then  take  action 
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on  them.  To  accomplish  the  goal  of  a  clean  and  timely  opinion,  HHS  and  CMS  will 
work  with  and  rely  on  the  Office  of  Inspector  General  and  certified  public  accounting 
firms  to  conduct  the  audits. 


tit  t  tit  m*  t  v  t  T  t  t 

V      2       3       41      5      £       7       B      9      IQ      II  12 

Performance  Goal  MO4-04  -  Maintain  CMS's  Improved  Rating  on  Financial  Statements 


Changes  Related  to  Managed  Care:  $10.0  million 

The  BBA  requires  that  an  independent  contractor  review  Medicare  managed  care 
appeals.  This  FY  2004  request  includes  funding  for  managed  care  reconsiderations. 
In  addition,  the  settlement  agreement  of  the  Grijalva  lawsuit  shifts  the  burden  of 
adjudicating  certain  managed  care  appeals,  i.e.,  discharges  from  skilled  nursing  facilities 
(SNFs),  home  health  agencies  (HHAs),  and  comprehensive  outpatient  rehabilitation 
facilities  (CORFs),  from  Medicare  managed  care  organizations  (MCOs)  to  an 
independent  review  entity  (IRE)  under  contract  with  CMS.  Under  this  new  appeals 
process,  an  MCO  would  be  required  to  give  a  beneficiary  notice  prior  to  terminating 
SNF,  HHA,  or  CORF  services.  The  beneficiary  may  file  for  an  expedited  review  with 
the  IRE.  This  request  is  based  on  CMS's  experience  with  the  IRE  that  currently 
processes  its  Medicare  managed  care  appeals  workload.  This  request  is  $2.7  million 
less  than  the  FY  2003  President's  budget  request. 

PROGRAM  IMPROVEMENTS:  $17.3  million 

This  category,  which  decreases  $1 .7  million  from  the  FY  2003  President's  budget  level, 
includes  projects  that  improve  the  Medicare  program,  increase  efficiency,  and  enhance 
relations  with  our  stakeholders.  These  activities  include: 

Medicare-Endorsed  Prescription  Drug  Card:  $5.0  million 

CMS  is  requesting  funding  for  start-up  costs  in  FY  2004  for  the  Medicare-endorsed 
prescription  drug  card.  Activities  would  include:  technical  support  for  the  start-up  of 
the  consortium,  such  as  developing  a  design  for  the  enrollment  exclusivity  system  and 
for  the  price  comparison  web  site  (which  will  reduce  implementation  time  by  6  months); 
development  of  marketing  guidelines  for  program  sponsors  to  follow  in  producing 
marketing  materials;  review  of  program-sponsor  marketing  materials;  initial 
development  of  a  complaints  tracking  system;  technical  support  for  starting  up  a 
corrective  actions  process;  and  social  marketing  research  to  understand  beneficiary 
attitudes  and  behaviors  toward  drug  discount  card  programs  under  Medicare's 


II-24 


823 


PROGRAM  MANAGEMENT 


endorsement  to  inform  our  education  and  assistance  efforts.  This  is  a  new  activity  not 
included  in  the  FY  2003  President's  budget  request. 

Physician  Regulatory  Issues  Team  (PRIT):  $5.0  million 

CMS  developed  the  Physician  Regulatory  Issues  Team  (PRIT)  in  response  to  physician 
complaints  about  the  Medicare  regulatory  burden.  CMS's  plans  include  the  following 
activities  to  investigate  and  address  physicians'  concerns: 

•  improve  physician  understanding  of  the  Medicare  program,  including 
developing  and  maintaining  a  dedicated  internet  site  on  cms.hhs.gov  that  will 
provide  essential  information  on  Medicare  rules,  reimbursement,  and 
compliance; 

•  collect  issues  and  develop  solutions  to  regulatory  obstacles  or  unnecessary 
physician  burden,  including  legislative  changes,  policy  changes,  enhanced 
educational  outreach,  training  and  publications;  and 

•  continue  to  obtain  input  from  practicing  physicians  by  querying  them  about  their 
daily  experience  with  the  Medicare  program  as  they  care  for  beneficiaries. 

This  request  is  the  same  as  the  FY  2003  President's  budget  request. 

Medicare  Learning  Network  Support  (MedLearn):  $4.0  million 

MedLearn  is  a  comprehensive  program  that  communicates  with  health  care 
professionals  via  mass  media,  including  print,  Internet,  videos,  and  satellite  network 
resources,  as  well  as  face-to-face  instructions.  It  also  includes  coordination  of  feedback 
mechanisms  to  ensure  that  CMS  is  giving  the  provider  community  the  information  it 
wants  and  needs.  This  request  is  the  same  as  the  FY  2003  President's  budget  request. 

Investments  in  Information  Technology:  $2.3  million 

This  category  includes  funding  for  strengthening  information  technology  security 
compliance  at  the  Medicare  contractors  and  several  smaller  activities.  This  request  is 
$2.7  million  less  than  the  FY  2003  President's  budget  request 

Improve  Medicare  Contractor  Oversight:  $1.0  million 

CMS  remains  focused  on  continuing  this  comprehensive  initiative  to  improve  contractor 
oversight.  In  FY  2004,  CMS  will  develop,  refine,  and  improve  the  methodology  for 
populating  review  teams,  make  overall  improvements  to  the  Contractor  Performance 
Evaluation  (CPE)  review  protocols,  and  identify  a  methodology  for  drawing  CPE 
review  samples.  This  request  also  funds  the  Contractor  Management  Information 
System  (CMIS).  This  request  is  the  same  as  the  FY  2003  President's  budget  request. 


11-25 


824 


PROGRAM  MANAGEMENT 


1 11 

M1 

•r 
i 

'I1 

'1' 

1  I1 

1 

2 

T 

4 

VIM' 

S1  G 

7 

'1' 
1 

'1' 
9 

M 

11 

1  1  ' 
12 

Performance  Goal  MO5-04  -  Improve  CMS  Oversight  of  Medicare  Fee-for-Service 
Contractors 


INFORMATION  TECHNOLOGY  ENTERPRISE  INFRASTRUCTURE  FUND; 
SI  1.0  million 

CMS's  request  includes  $1 1.0  million  to  support  Departmental  efforts  to  improve  the 
HHS  information  technology  (FT)  enterprise  infrastructure.  This  funding  will  support  an 
enterprise  approach  to  investing  in  key  IT  infrastructure,  such  as  security  and  network 
modernization,  investments  which  will  enable  HHS  programs  to  carry  out  their  missions 
more  securely  and  at  a  lower  cost  Agency  funds  will  be  combined  with  resources  in  the 
IT  Security  and  Innovation  Fund  to  promote  collaboration  in  planning  and  project 
management  and  to  achieve  common  goals,  such  as  secure  and  reliable  communication 
and  lower  costs  for  the  purchase  and  maintenance  of  hardware  and  software.  This 
request  is  the  same  as  the  FY  2003  President's  budget  request. 

UNIFIED  FINANCIAL  MANAGEMENT  SYSTEM  (UFMS):  $3.0  million 

The  UFMS  will  be  implemented  to  replace  five  legacy  accounting  systems  currently 
used  across  the  Operating  Divisions.  The  UFMS  will  integrate  the  Department's 
financial  management  structure  and  provide  HHS  leaders  with  a  more  timely  and 
coordinated  view  of  critical  financial  management  information.  It  will  also  promote  the 
consolidation  of  accounting  operations  and  thereby  reduce  substantially  the  cost  of 
providing  accounting  services  throughout  HHS.  Similarly,  UFMS,  by  generating 
timely,  reliable  and  consistent  financial  information,  will  enable  HHS  senior  managers 
and  program  administrators  to  make  more  timely  and  informed  decisions  regarding  their 
operations.  CMS  is  requesting  $3.0  million  to  support  this  effort  in  FY  2004. 
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APPROPRIATIONS  HISTORY: 

The  table  below  displays  Medicare  Operations  funding  levels  for  the  past  5  years. 


Medicare  Operations 
Appropriations  History  * 


Fiscal  Year 

Appropriation 

1999 

$1,265,081,000 

2000 
2001 

$1 ,239,000,000 
$1,356,436,000 

2002 

$1,532,000,000 

2003  P.B. 

$1,675,084,000 

*  Reflects  non-comparable  values. 


SUMMARY: 

CMS's  FY  2004  budget  request  for  Medicare  Operations  is  $1,776.9  million  which  will 
enable  CMS's  Medicare  contractors  to  fulfill  their  growing  contractual  responsibilities 
and  expectations,  including  paying  claims,  handling  appeals,  responding  to  inquiries, 
enrolling  providers  and  suppliers,  educating  providers  and  beneficiaries,  along  with 
many  other  activities.  In  addition,  it  will  allow  CMS  to  address  the  significant  increase 
in  activities  required  by  legislation.  This  level  of  funding  will  enable  CMS  to  continue 
serving  approximately  41  million  Americans  who  depend  on  the  Medicare  program  for 
their  health  care  coverage. 
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Federal  Administration 


Authorizing  Legislation  -  Reorganization  Act  of  1953. 


Federal  Administration  Summary  Table 


2002 
Actual 

2003 
President's 
Budget  \J 

2004 
Estimate 

Increase 

Or 
Decrease 

Appropriations/B .  A. 

$531,700,000 

$562,497,000 

$580,571,000 

+$18,074,000 

Rescission:  P.L.  107-116 

-$215,000 

Rescission:  P.L.  107-206 

-$1,000,000 

Net  Appropriation/B.A. 

$530,485,000 

$562,497,000 

$580,571,000 

+$18,074,000 

Total  FTEs  2/ 

4,417 

4,581 

4,398 

-183 

1/  This  column  reflects  the  current  estimate  for  FY  2003.  Budget  authority  requested  in  the  FY  2003 
President's  budget  was  $587,199,000.  The  current  estimate  does  not  reflect  $30.4  million  for  the 
proposed  accrual  payment  for  retirement  and  health  benefits  included  in  the  FY  2003  President's  budget 
It  also  restores  $5.7  million  in  funding  for  legislative  and  public  affairs  staff  to  remain  at  CMS. 


2/  Funding  for  additional  FTEs  is  described  in  the  following  sections:  Medicare  Operations,  HCFAC  and 
CLLA  Staff  resources  resulting  from  the  transfer  of  appeals  activities  from  the  Social  Security 
Administration  are  not  included  in  the  FY  2004  estimate. 


PURPOSE  AND  METHOD  OF  OPERATIONS 

In  FY  2004,  approximately  4,486  CMS  employees  working  in  Baltimore,  Maryland; 
Washington,  DC;  and  10  regional  offices  nationwide  will  perform  many  essential 
activities,  including:  providing  funds  to  Medicare  contractors;  developing  operating 
systems  used  to  oversee  our  programs;  managing  programs  to  fight  fraud,  waste,  and 
abuse;  developing  cost-effective  health  care  purchasing  approaches;  monitoring 
contractor  performance;  and  assisting  States  with  Medicaid  and  SCHIP  issues. 
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RATIONALE  FOR  THE  BUDGET  REQUEST 

In  an  effort  to  clarify  the  presentation  of  the  administrative  budget,  CMS  has  undertaken 
a  concerted  effort  to  standardize  the  budget  tables  and  categories  to  more  closely 
parallel  the  execution  of  the  budget.  This  will  result  in  both  a  more  accurate  description 
of  activities  funded  under  this  budget  and  a  more  meaningful  display  of  budgetary 
information  for  our  stakeholders.  The  following  table  reflects  the  results  of  this 
analysis,  indicating  a  level  of  funding  that  will  allow  the  agency  to  upgrade  oversight  of 
its  programs  while  improving  the  way  we  interact  with  beneficiaries,  providers,  and 
other  stakeholders. 
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Performance  Goal  FAC9-04  -  Increase  Awareness  of  the  Opportunity  to  Enroll  in  the 
Medicare  Savings  Programs 
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Performance  Goal  FAC 10-04  -  Implement  CMS  Restructuring  Plan  to 
Create  a  More  Citizen-Centered  Organization 
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Performance  Goal  FAC4-04  -  Develop  New  Medicare  Payment  Systems  in  Fee-for-Service 
and  Medkare+Choice 
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Federal  Administration  Summary 
(dollars  in  millions) 


Object  of  Expense 

2002 
Operating 
Plan 

2003 
President's 
Budget 

2004 
Estimate 

Percent 
Change 

Fixed  Expenses 

Personnel  Compensation  &  Benefits 

$391.2 

$427.8 

$428.8 

+0.2% 

Rent,  Communications  &  Utilities 

18.1 

19.5 

19.5 

Single-Site  Building  Loan 

9.8 

9.8 

9.8 

Service  and  Supply  Fund 

7.1 

7.0 

7.0 

Administrative  Services 

11.2 

7.2 

7.2 

Information  Technology 

41.8 

38.6 

38.6 

Subtotal,  Fixed  Expenses 

$479.2 

$509.9 

$510.9 

+0.2% 

Variable  Expenses 

Inter- Agency  Agreements 

$2.8 

$2.2 

$2.2 

Supplies  and  Equipment 

1.6 

1.5 

1.5 

Contracts  and  Intra- Agency 
Agreements 

22.6 

23.5 

37.0 

+57.4% 

Training 

2.6 

3.2 

3.2 

Travel 

9.8 

9.0 

10.2 

+13.3% 

Printing  and  Postage 

5.9 

6.5 

7.5 

+15.4% 

BIPA  Section  522  (Appeals) 

0.0 

0.0 

3.0 

HIGLAS  (IT) 

6.0 

4.0 

3.7 

-7.6% 

HIPAA  Administrative 
Simplification  (IT) 

0.0 

2.7 

0.0 

1.4 

HIPAA  Security  Rule  (IT) 

0.0 

0.0 

Subtotal,  Variable  Expenses 

$51.3 

$52.6 

$69.7 

+32.5% 

Total,  Federal  Administration 

$530.5 

$562.5 

$580.6 

+3 

f.21% 

Fixed  Expenses 

Personnel  Compensation  and  Benefits  ($428.8  million) 

The  FY  2004  CMS  budget  estimate  includes  $435.8  million  of  direct  and  indirect 
funding  to  support  4,486  FTEs.  Of  this  total  amount,  $428.8  million  in  the  Federal 
Administration  activity  will  fund  the  base  pay  and  benefits  for  the  agency's  4,398  direct 
FTEs;  $1.0  million  from  the  Medicare  Operations  account  will  also  support  the  direct 
funding  of  10  FTEs;  and  $6.0  million  will  support  78  FTEs  funded  by  CLIA 
reimbursable  non-appropriated  funds.  The  pay  increase  assumption  for  January  2004  is 
2  percent. 
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Workforce  and  Succession  Planning  at  CMS 

In  FY  2004,  CMS  will  save  $6.0  million  through  the  implementation  of  the  President's 
Management  Agenda,  which  promotes  cost  savings  from  consolidating  administrative 
functions,  organizational  delayering  to  speed  decision  making  processes, 
implementation  of  effective  workforce  planning  and  human  capital  management 
strategies,  and  adoption  of  other  economies  and  efficiencies  in  administrative 
operations.  People  are  the  most  significant  resource  available  to  leadership  in  an 
organization.  CMS  created  and  is  implementing  a  strategic  human  resources  (HR)  plan 
to  ensure  that  the  agency  has  the  human  capital  it  needs  to  accomplish  its  mission. 
Three  of  the  agency's  Government  Performance  and  Results  Act  (GPRA)  goals  are  to 
strengthen  and  maintain  diversity  at  all  levels  of  CMS,  improve  CMS's  workforce 
planning,  and  implement  a  restructuring  plan  to  create  a  more  citizen-centered 
organization.  A  key  component  in  accomplishing  the  agency's  HR  goals  is  the 
development  of  a  comprehensive  workforce  planning  process  and  automated  system. 
The  process  includes  retirement,  retention,  and  demographic  analyses;  quantification  of 
the  human  resources  devoted  to  CMS  business  functions;  and  identification  of  the 
knowledge  and  skills  required  to  achieve  the  agency's  strategic  goals.  The  automated 
system  is  expected  to  be  fully  operational  by  the  end  of  FY  2003.  This  will  support 
CMS's  efforts  to  make  the  best  use  of  the  current  workforce,  more  accurately  predict 
immediate  and  long-term  human  capital  needs,  prepare  for  turnover  in  an  aging 
workforce,  and  ultimately  satisfy  stakeholders  by  demonstrating  that  CMS  is  managing 
its  human  resources  responsibly.  In  FY  2004,  we  project  that  2,944  FTEs  will  staff  the 
central  office  and  1 ,542  FTEs  will  staff  the  regional  offices.  The  budget  authority 
requested  in  the  FY  2003  President's  budget  reflects  the  adjustment  for  the  pay  costs 
associated  with  the  transfer  of  60  FTEs  from  CMS  to  the  Office  of  the  Secretary  (OS). 
The  current  estimate  for  the  FY  2003  President's  budget  and  the  FY  2004  estimate 
reflect  the  reinstatement  of  funding  for  60  FTEs  in  the  legislative  and  public  affairs 
functions  to  CMS. 
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Performance  Goal  FAC8-04  -  Strengthen  and  Maintain  Diversity  at  all  Levels  of  CMS 
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Performance  Goal  FAC6-04  -  Improve  CMS's  Workforce  Planning 
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Performance  Goal  FAC7-04  -  Improve  CMS's  Management  Structure 


Rent  Communications,  and  Utilities  (SI 9.5  million) 

This  request  includes  $19.5  million  to  fund  facility-operating  costs  for  our  single-site 
facility  in  Baltimore.  Maryland,  1 0  regional  offices,  and  our  Washington,  DC,  offices. 
Rent  costs  for  our  10  regional  and  Washington.  DC.  offices  consist  mainly  of  space 
rental,  utilities,  grounds  maintenance,  security,  snow  removal,  cleaning,  trash  removal, 
and  painting. 

Single-Site  Building  Loan  ($9.8  million) 

Our  FY  2004  land  and  structure  request  provides  funding  to  pay  the  General  Sendee 
Administration  (GSA)  for  the  principal  and  interest  on  44  construction  loans  for  our 
single-site  facility  in  Baltimore,  Maryland. 

Service  and  Siipplv  Fund  (S7.0  million) 

These  funds  primarily  support  the  CMS  financial  management  service  system 
(S3.0  million)  and  the  personnel  and  payroll  systems  ($2.2  million).  This  request 
includes  $0.6  million  to  support  the  DHHS  financial  management  sendee  system. 
$1 .2  million  supports  other  funding  activities,  including  the  regional  mail  support,  EEO 
complaint  investigations,  and  other  sendees  related  to  the  administrative  support  of  our 
daily  operations. 

Administrative  Services  ($7.2  million) 

These  funds  support  the  physical  security  of  the  single-site  facility  in  Baltimore, 
Maryland,  i.e.,  guard  contracts,  and  the  i-emaining  administrative  sendees  activities  that 
support  the  daily  operation  of  CMS's  headquarters  and  regional  offices.  These 
activities  include:  building  maintenance  and  repairs,  legal  advertisements, 
medical/health  services,  job  orders,  machine  repairs,  mailroom  services,  and  the 
Baltimore/DC  shuttle. 

Information  Technology  (S38.6  million) 

This  request  will  provide  funding  for  on-going  CMS  operations  of  CMS  mfrastructure. 
including  the  Consolidated  Information  Technology  Infrastructure  Contract  (CITIC), 
the  on-going  development  and  implementation  of  CMS's  enterprise  system  security 
initiative,  and  a  number  of  administrative  systems  that  support  grant' contract 
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administration,  financial  management,  and  document  management  services.  This 
request  also  supports  web-hosting  services,  satellite  services,  data  management,  and  a 
number  of  Medicaid  data  systems. 
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Performance  Goal  FAC2-04  -  Develop  and  Implement  an  Information  Technology 
Architecture 


Variable  Expenses 
Inter-Agency  Agreements  (S2.2  million) 

The  CMS  request  includes  $2.2  million  for  inter-agency  agreements  (IAs).  The  request 
includes  funds  for  our  largest  IA  with  the  Department  of  Treasury  for  agency- wide 
photocopier  support  for  supplies,  training,  and  preventive  maintenance.  The  other  large 
IA  is  with  the  Department  of  Labor  to  handle  the  agency's  share  of  annual  benefits 
payments  for  worker's  compensation.  CMS  has  several  smaller  IAs  with  the  Office  of 
Personnel  Management  (OPM)  for  employee  services. 

Supplies  and  Equipment  ($1.5  million) 

This  request  provides  funds  for  general  office  supplies  and  materials  for  both  our 
central  and  regional  offices.  The  CMS  has  also  included  funds  for  furniture,  office 
equipment,  and  replacement  items. 

Contracts  and  Intra-Agencv  Agreements  ($37.0  million) 

On-going  activities  accomplished  at  least  martially  through  contracts  and  intra-agency 
agreements  include,  but  are  not  hrnited  to: 

Administrative  Contracts 

The  CMS  will  fund  over  100  small  administrative  contracts  and  intra-agency 
agreements.  CMS  obtains  a  variety  of  operational  services  through  contractual 
arrangements.  Examples  include:  miscellaneous  EEO  services,  conference  support, 
beneficiary  and  provider  outreach,  financial  and  legal  services,  implementation  of  the 
Olmstead  Supreme  Court  decision,  implementation  of  the  Temporary  Assistance  for 
Needy  Families  (TANF),  and  the  Ticket  to  Work  and  Work  Incentives 
Improvement  Act  of  1999  (TWWHA). 
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Healthy  Start,  Grow  Smart 

The  Healthy  Start,  Grow  Smart  program  aims  to  print  and  disseminate  a  series  of 
13  informational  brochures  in  English  and  Spanish  to  new  Medicaid  mothers.  These 
brochures  are  distributed  at  the  time  of  birth  and  monthly  over  the  first  year  of  the 
child's  life.  Each  publication  focuses  on  activities  that  stimulate  infant  brain 
development  and  build  the  skills  these  children  need  to  be  successful  in  school.  In 
addition  to  these  educational  suggestions,  each  Healthy  Start  pamphlet  includes  vital 
health  and  safety  information  for  new  parents.  Content  for  each  brochure  is  tied  to  the 
developmental  stage  of  the  child  at  the  time  it  is  sent. 

CMS  estimates  that  $13  million  will  be  necessary  to  run  the  program  for  the  corning 
year.  These  funds  will  be  used  primarily  for  printing  costs  and  postage.  This  initiative 
will  be  fully  funded  by  the  Federal  Government,  but  will  be  operated  solely  by  the 
States. 

State  Children's  Health  Insurance  Program  (SCHIP) 

CMS  has  included  funding  for  improved  outreach  efforts  and  targeted  assistance  to 
identify  eligible  children  and  help  their  parents  with  the  enrollment  process.  These 
funds  may  be  customized  to  individual  state  outreach  programs. 

Balanced  Budget  Act  (BBA) 

The  FY  2004  request  includes  funds  for  ongoing  BBA  activities  and  improvements. 
This  request  provides  funds  for  quality-of-care  activities,  improved  outreach  activities 
and  ongoing,  targeted  assistance  activities. 

Other  Contractual  Activities 

CMS's  FY  2004  request  will  fund  outreach  activities  for  the  Minority  Health  Initiative 
(MHI),  field  reviewer  research,  consumer  health  promotion,  education  efforts,  the 
Nursing  Home  Oversight  Improvement  Program  (NHOIP),  and  promote  enrollment  in 
the  Medicare  savings  programs.  In  addition,  funds  are  included  to  pay  for  evaluation 
activities  related  to  the  expansion  of  premium  support  modeling  capabilities  and  support 
contract  services  to  price  drug  benefit  proposals. 

Training  ($3.2  million) 

CMS  has  embarked  on  a  5-year  plan  to  hire  the  right  people  at  the  right  time  for  the 
right  position  to  address  the  inevitable  personnel  losses  due  to  projected  retirements. 
The  emphasis  of  this  program  will  be  recruitment  and  the  comprehensive  training  of 
new  hires.  CMS  projects  that  44  percent  of  those  eligible  to  retire  during  the  time 
period  of  FY  2004  through  FY  2009  will  choose  to  do  so.  Full  funding  of  the  FY  2004 
training  budget  will  accommodate  a  training  schedule  for  the  replacement  of  employees 
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and  maintain  the  agency's  ability  to  accomplish  its  mission.  Training  will  also  serve  to 
reduce  the  priority  skill  gap,  which  is  one  of  CMS's  GPRA  goals. 

Travel  ($10.2  million) 

The  FY  2004  budget  estimate  for  travel  is  $ 1 0.2  million  to  fund  a  number  of 
programmatic  travel  requirements,  including  survey  and  certification  activities, 
contractor  oversight  activities,  and  activities  related  to  legislation,  such  as  the  HIPAA, 
BBA,  and  BBRA  requirements.  Effective  implementation  requires  that  the  CMS 
periodically  conduct  on-site  visits  to  ensure,  among  other  things,  compliance  with  the 
terms  and  conditions  of  both  contracts  and  cooperative  agreements. 

Printing  and  Postage  ($7.5  million) 

This  request  provides  funding  for  the  printing  of  brochures  that  assist  beneficiaries  in 
selecting  health  care  plans;  Medicare  lock-in  notices,  which  inform  beneficiaries  of 
their  initial  enrollment  in  managed  care  programs;  various  Medicare  and  Medicaid 
program  guides;  Federal  Register  and  Congressional  Record  materials;  and  other 
printed  forms  and  manuals.  Postage  expenses  to"  fund  the  disbursement  of  the  above- 
mentioned  material  and  other  correspondence  are  also  included.  The  postage  increase 
of  $1.2  million  is  due  to  a  change  in  postal  policy  to  reclassify  third-class  Medicare 
mailings  to  first-class  and  the  3 -cent  increase  for  first-class  mailings. 

Medicare  Appeals  Process  B1PA  Section  522  ($3.0  million) 

CMS  requests  $3.0  million  to  begin  funding  a  national  and  a  local  Medicare  coverage 
appeals  process.  These  funds  will  be  used  to  begin  implementing  the  national  coverage 
decision  (NCD)  and  the  local  coverage  decision  (LCD)  appeals  process. 

HIGLAS  ($3.7  million) 

The  $3.7  million  request  for  HIGLAS  will  support  the  CMS's  administrative  accounting 
functions.  HIGLAS  is  a  part  of  the  Department-wide  Unified  Financial  Management 
System  (UFMS).  The  Department  will  have  one  financial  management  system  for  the 
CMS  and  Medicare  contractors.  Compared  to  multiple  systems,  the  UFMS  will  reduce 
costs,  mitigate  security  risks,  and  provide  timely  and  accurate  information  for 
management  purposes.  With  the  unified  system,  CMS  and  the  rest  of  the  Department 
will  have  uniform  business  rules,  data  standards,  and  accounting  policies  and 
procedures  for  a  more  efficient  implementation  as  administrative  support  functions  are 
incorporated. 
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HIP  A  A  Security  Rule  ($1.4  million) 

This  request  includes  $1.4  million  to  begin  implementing  the  HIPAA  security  rule. 
These  funds  will  be  used  to  ensure  that  HIPAA  updates  are  processed  in  a  secure 
environment. 

Implementation  of  Recent  Legislation  and  New  Activities 

CMS  has  included  almost  $29.0  million  in  our  FY  2004  Federal  Adrninistration  request, 
above,  to  support  BBA,  the  Nursing  Home  Oversight  Improvement  Program,  New 
Freedom  Initiative,  SCHIP,  and  HIPAA  enforcement.  Specific  activities  are  described 
in  more  detail  below: 

Balanced  Budget  Act 

Funding  will  support  the  CMS's  continuing  efforts  to  implement  the  remaining 
provisions  of  the  BBA.  This  includes  funds  for  FTEs,  overtime,  contracts,  printing, 
travel,  and  training  necessary  for  on-going  BBA  activities. 

Nursing  Home  Oversight  Improvement  Program 

This  funding  will  primarily  support  35  FTEs  required  to  oversee  State  activities,  to 
provide  additional  assistance  to  State  inspectors  in  nursing  homes,  and  to  respond  to 
provider  and  consumer  inquiries.  CMS's  request  provides  funds  required  for  on-site 
visits  to  ensure  State  surveyors  are  in  compliance  with  the  Federal  survey  process  and 
contractual  agreements. 

New  Freedom  Initiative 

This  funding  will  be  used  to  promote  integration  of  Americans  with  disabilities  into  the 
workforce  through  swift  implementation  of  the  Ticket  to  Work  and  Work  Incentives 
Improvement  Act  of  1 999  (TWWIIA)  and  to  promote  full  access  to  community  life 
through  swift  implementation  of  the  Olmstead  Supreme  Court  decision. 

State  Children's  Health  Insurance  Program 

This  funding  will  support  the  continuation  of  the  SCHIP  administration  for  the  national 
outreach  program,  targeted  assistance,  travel,  and  printing.  In  order  to  effectively  and 
efficiently  run  this  program,  personnel  are  needed  to  review  and  approve  State  plans 
and  amendments,  monitor  and  evaluate  the  program  to  ensure  compliance  with 
Title  XXI,  receive  and  analyze  SCHIP  quarterly  and  annual  financial  reports,  compile 
statistical  information,  and  develop  program  guidance. 
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APPROPRIATIONS  HISTORY; 


The  table  below  displays  Federal  Administration  funding  levels  for  the  past  5  years. 

Federal  Administration 
Appropriations  History 


vFiscal  Year 

Funding  Level 

FTE  Target 

1999 

$455,017,000 

4,268 

2000 

$485,866,000 

4,446 

2001 

$504,704,000 

4,501 

2002 

$530,485,000 

4,552 

2003  P.B. 

$587,199,000 

4,581 
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Medicare  Survey  and  Certification  Program 


Authorizing  Legislation  -  Social  Security  Act,  title  XVIII,  section  1 864. 


Medicare  Survey  and  Certification  Summary  Table 


2003 

Increase 

2002 
Actual 

President's 

2004 
Estimate 

or 

Decrease 

Budget 

Medicare  Survey  and 

Certification 

5222,118,000 

$228,790,000 

$228,955,000 

+$165,000 

Support  Contracts 

34,279,000 

18,857,000 

18,692,000 

-165,000 

Total,  Appropriation/B  A. 

$256,397,000 

5247,647,000 

$247,647,000 

Rescissions: 

P.L.  107-116 
P.L.  107-206 

-2,000,000 
-1,312,000 

Net  Appropriation/B  A. 

$253,085,000 

$247,647,000 

$247,647,000 

PURPOSE  AND  METHOD  OF  OPERATIONS 

CMS's  FY  2004  budget  request  for  Medicare  Survey  and  Certification  is  $247,647,000. 
This  includes  funding  for  surveys  and  the  associated  State  costs,  and  contracts  to 
support  the  program. 

The  Federal  government  has  a  responsibility  to  ensure  that  its  expenditures  are  prudent 
and  to  protect  the  health  and  well-being  of  one  of  the  Nation's  most  vulnerable 
populations.  In  order  to  secure  quality  care  for  the  elderly,  CMS  requires  that  all 
facilities  seeking  participation  in  Medicare  and  Medicaid  undergo  an  inspection  when 
they  initially  enter  the  program  and  on  a  regular  basis  thereafter.  This  includes  long- 
term  care  facilities,  home  health  agencies,  hospitals,  and  other  non-long-term  care 
facilities. 

CMS  contracts  with  5 1  State  survey  agencies  to  inspect  providers  and  determine  their 
compliance  with  specific  Federal  health,  safety,  and  quality  standards.  There  are  a  total 
of  approximately  6,000  State  surveyors.  Staff  from  CMS's  central  and  regional  offices 
provide  training  to  State  surveyors  and  monitor  the  consistency  and  quality  of  State 
surveys. 

Unfortunately,  in  2002,  85  percent  of  nursing  home  facilities  were  cited  for  health 
deficiencies.  The  average  number  of  deficiencies  per  facility  was  approximately  6  in 
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2002.  This  data  demonstrates  the  profound  importance  of  regular,  comprehensive 
inspections  of  health  care  facilities. 

From  FY  1993  to  FY  2001,  the  number  of  total  facilities  participating  in  Medicare  and 
Medicaid  grew  by  5 1  percent  from  just  over  29,700  to  approximately  44,700.  Despite 
this  growth  in  the  number  of  facilities  and  the  number  of  initial,  recertification,  and 
complaint  surveys  necessary,  the  Medicare  Survey  and  Certification  budget  was 
relatively  flat  from  FY  1992  to  FY  1998.  In  FY  1992,  the  Survey  and  Certification 
budget  was  $149.4  million;  in  FY  1998,  it  was  $154  million.  This  eventually  led  to 
concerns  that  the  budget  was  not  keeping  pace  with  program  needs  and  was  putting 
beneficiaries  in  potential  danger.  Therefore,  the  subsequent  three  years  included 
substantial  increases  to  the  budget. 


Fiscal  Year 

Appropriation 

1999 

$175,000,000 

2000 

$209,674,000 

2001 

$242,147,000 

2002 

$253,085,000 

2003  P.  B. 

$247,647,000 

EVALUATING  THE  PERFORMANCE  OF  STATE  SURVEY  AGENCIES 

The  manner  in  which  CMS  is  evaluating  the  performance  of  State  Survey  Agencies 
(SSA)  is  undergoing  considerable  change.  The  following  describes  some  of  the  changes 
that  have  occurred  in  the  manner  in  which  CMS  evaluates  the  States'  management  of 
the  certification  program. 

a)  State  Performance  Standards  -  The  first  formal  assessment  of  the  SSA 
using  revised  State  performance  standards  has  been  completed.  Categories  of 
assessment  include  cost  reporting;  complaint  management;  accurate,  timely 
data  entry  into  the  Online  Survey  Certification  and  Report  (OSCAR)  system; 
and  management  of  the  survey  schedule.  FY  2001  was  a  pilot  year  for  SSA's 
using  State  performance  standards.  SSA's  will  be  formally  evaluated  each 
year  utilizing  these  principles. 

b)  Federal  Observation  and  Support  Survey  (FOSS)  -  A  significantly  revised 
FOSS  process  was  implemented  in  FY  2002.  The  FOSS  process  established 
a  uniform  evaluation  and  scoring  process  that  is  used  by  Federal  surveyors  to 
conduct  on-site  evaluations  of  State  survey  teams  conducting  certification 
surveys.  A  report  is  generated  identifying  the  findings  of  the  FOSS  and 
becomes  one  component  of  the  CMS  evaluation  of  SSA  performance. 

c)  Comparative  Surveys  -  One  type  of  Federal  monitoring  survey  (FMS)  is 
called  a  comparative  survey.  Comparative  surveys  utilize  Federal  surveyors 
who  conduct  a  survey  of  the  same  facility  within  60  days  of  the  State  survey. 
A  comparative  survey  is  very  labor  intensive,  and  as  a  result,  the  number  of 
comparative  surveys  is  limited.  CMS  is  seeking  a  contractor  to  conduct  some 
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of  the  comparative  surveys  of  nursing  homes.  This  will  permit  CMS  to 
significantly  increase  the  number  of  comparative  surveys  conducted  each 
fiscal  year. 

d)      Data  Analysis  -  CMS  is  enhancing  its  capacity  to  analyze  information  and 
generate  reports  that  would  be  available  to  regional  offices  (RO)  to  support 
their  evaluation  of  SSA  performance.  This  increased  support  to  the  regional 
office  is  expected  to  more  quickly  and  consistently  identify  areas  in  need  of 
review  by  the  RO. 

Evaluation  of  SSA  performance  is  becoming  more  thorough  and  systematic  and  will 
result  in  the  identification  of  areas  requiring  attention  by  the  survey  agency.  Corrective 
action  is  expected  to  be  taken  by  the  SSA  and  monitored  by  the  RO.  Actual  changes  in 
management  practices,  which  might  include  replacing  poor  performing  State  survey 
teams,  is  the  responsibility  of  the  SSA.  CMS  is  responsible  for  monitoring  the  SSA  to 
assess  whether  actions  taken  to  address  program  deficiencies  acceptably  correct  the 
problem. 

RATIONALE  FOR  THE  BUDGET  REQUEST 

This  request  explains  the  funding  necessary  to  administer  the  Medicare  Survey  and 
Certification  program  in  FY  2004.  The  costs  to  administer  Medicaid  Survey  and 
Certification  activities  are  shown  in  the  Other  Accounts  tab  of  this  justification.  The 
FY  2004  Medicare  Survey  and  Certification  program  request  of  $247.6  million  is 
separated  into  two  main  categories:  direct  surveys  and  support  contracts.  The  majority 
of  the  budget  request,  92  percent,  is  allocated  to  direct  survey  costs.  The  remaining 
8  percent  is  for  support  contracts.  The  pie  chart  on  the  following  page  breaks  down  the 
program  request  into  further  detail  to  show  direct  survey  costs  for  long-term  care  and 
non-long-term  care  facilities,  the  Nursing  Home  Oversight  Improvement  Program 
(NHOIP),  other  direct  survey  costs,  and  support  contracts. 
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Medicare  Survey  and  Certification  FY  2004 
Request 


NHOIP  Surveys 
and  Support 

Contracts 
$35.2  millio 
(14  %) 


Non-Long-Term 
Care  Facility 

Surveys 
$58.8  million 
(24%) 


Other  Direct 

Survey  Costs  Support  Contracts 
$8.0  million        $8-5  million 
(3%)  (4%) 


Long-Term  Care 
Facility  Surveys 
$137.1  million 
(55%) 


DIRECT  SURVEY  COSTS  -  $228.9  million 

Direct  survey  costs  represent  the  funding  given  directly  to  the  States  to  perform  surveys 
and  complaint  visits  and  to  support  the  associated  program  costs.  As  shown  below,  the 
direct  survey  budget  includes  resources  to  survey  all  provider  types,  with  the  majority 
of  the  request  funding  long-term  care  facility  surveys. 


Direct  Survey  Costs 
(dollars  in  millions) 


Provider  Type 

FY  2004 

Skilled  Nursing  Facility  (SNF) 

$8.2 

SNF/NF  (dually-certified) 

128.9 

Home  Health  Agencies 

28.0 

Accredited  Hospitals 

5.5 

Non- Accredited  Hospitals 

7.6 

ESRD  Facilities 

8.0 

Hospices 

4.0 

Outpatient  Physical  Therapy 

1.4 

Outpatient  Rehabilitation 

0.3 

Portable  X-Rays 

0.2 

Rural  Health  Clinics 

1.3 

Ambulatory  Surgical  Centers 

2.5 

NHOIP 

25.0 

Other  Direct  Survey  Costs 

8.0 

Total,  Direct  Surveys 

$228.9 
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CMS  monitors  the  consistency,  efficiency,  and  quality  of  State  surveys.  The  CMS 
Annual  Performance  Plan  includes  a  survey  and  certification  performance  goal  to 
encourage  State  efficiency  and  effectiveness  in  conducting  surveys  by  incorporating 
more  price-based  budget  methodology  into  the  budget  formulation  and  execution 
process.  During  FY  2004,  CMS  will  continue  efforts  to  reduce  the  State  variation  in 
survey  times  by  implementing  national  standards  and  performance  measures. 
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Performance  Goal  QSC3-04  -  Improve  the  Management  of  the  Survey  and  Certification 
Budget  Development  and  Execution  Process 


CMS's  FY  2004  request  will  allow  for  inspections  of  long-term  care  facilities  and  home 
health  agencies  at  the  legislatively  mandated  frequencies,  the  same  level  proposed  in  the 
FY  2003  President's  budget.  For  example,  the  FY  2004  Statewide  average  interval 
between  standard  surveys  will  not  exceed  12  months  for  nursing  homes,  and  will  not 
exceed  36  months  for  home  health  agencies,  in  accordance  with  statutory  requirements. 
For  the  remaining  facility  types,  CMS  will  maintain  the  FY  2003  recertification  levels. 
As  shown  on  the  following  page,  CMS  expects  to  complete  a  total  of  more  than  23,000 
inspections.  In  addition,  CMS  estimates  almost  48,000  visits  in  response  to  complaints. 


Recertification  Level  Comparison 


Type  of  Facility 

Recertification 

Recertification 

Recertification 

Level  FY  2002 

Level  FY  2003 

Level  FY  2004 

Long-Term  Care  Facilities 

Every  Year 

Every  Year 

Every  Year 

Home  Health  Agencies 

Even-  3  Years 

Every  3  Years 

Ever>'  3  Years 

Accredited  Hospitals 

5%  Per  Year 

1%  Per  Year 

1%  Per  Year 

Non-Accredited  Hospitals 

Even-  3  Years 

Every  3  Years 

Every  3  Years 

ESRD  Facilities 

Ever}'  3  Years 

Every  3  Years 

Even'  3  Years 

Hospices 

Every  6  Years 

Every  6  Years 

Every  6  Years 

Outpatient  Physical 

Every  6  Years 

Every  6  Years 

Every  6  Years 

Therapy 

Outpatient  Rehabilitation 

Every  6  Years 

Every  6  Years 

Every  6  Years 

Portable  X-Rays 

Ever}'  6  Years 

Every  6  Years 

Ever}'  6  Years 

Rural  Health  Climes 

Every  6  Years 

Every  6  Years 

Every  6  Years 

Ambulatory  Surgical 
Centers 

Every  6  Years 

Every  6  Years 

Every  6  Years 

11-43 


841 


•9  « 


•a 


I 

o 
U 
t3 
c 
« 

Ml 

3 

05 


s 


U 


III 


842 


PROGRAM  MANAGEMENT 


In  FY  2004,  the  direct  survey  cost  estimate  includes  $25.0  million  for  Nursing  Home 
Oversight  Improvement  Program  direct  survey  costs.  CMS  continues  to  monitor  the 
progress  in  areas  targeted  by  the  Nursing  Home  Oversight  Improvement  Program. 
CMS  will  continue  activities  already  initiated  to  ensure  that  Medicare  beneficiaries  in 
nursing  homes  receive  quality  care  in  a  safe  environment.  These  include  the  following: 

•  investigating,  processing,  and  reporting  complaints  which  allege  actual  harm  within 
10  days  ($10.1  million); 

•  imposing  immediate  sanctions  for  nursing  homes  found  to  have  care  deficiencies 
that  involve  actual  patient  harm  on  any  survey  ($6.3  million); 

•  developing  a  systematic,  more  comprehensive  survey  process  to  more  effectively 
detect  critical  quality  of  care  problems  ($7.3  million); 

•  staggering  inspection  times  to  include  a  set  amount  begun  on  weekends  and 
evenings  ($0.6  million);  and 

•  focusing  surveys  on  two  repeat  offenders  with  serious  violations  per  State 
($0.7)  million. 
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Performance  Goal  QSC2-04  -  Decrease  the  Prevalence  of  Pressure  Ulcers  in  Nursing 
Homes 


The  FY  2004  direct  survey  cost  estimate  also  includes  $8.0  million  for  several 
continuing  activities: 

•  Minimum  Data  Set  (MDS)  State  program  costs,  including  system  maintenance  and 
ongoing  collection  and  housing  of  data  used  in  the  development  and  testing  of 
program  improvement  projects  ($4.0  million); 

•  Outcome  and  Assessment  Information  Set  (OASIS)  State  program  costs,  including 
providing  training  to  all  home  health  agency  providers  on  the  OASIS,  operating  the 
system,  running  reports,  and  providing  technical  support  ($3.0  million);  and 

•  printing,  transcripts,  and  travel  costs  ($1.0  million). 
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SUPPORT  CONTRACTS  -  $18.7  million 

Support  contracts,  managed  internally  by  CMS,  constitute  $8.5  million  of  the  FY  2004 
request.  Critical  Survey  and  Certification  support  contracts  include,  but  are  not  limited 
to,  the  following:  surveyor  training;  logistical  support  services;  maintenance  and 
enhancement  of  the  OSCAR  data  system;  the  Surveyor  Minimum  Qualifications  Test 
(SMQT);  as  well  as  other  efforts  to  ensure  national  program  oversight  and  consistency. 

In  addition  to  the  internally  managed  support  contracts,  CMS  also  has  NHOIP  support 
contracts  which  total  $10.2  million.  A  few  activities  that  this  funding  level  covers 
include  comparative  surveys  for  nursing  homes,  expert  testimony,  nursing  home 
staffing  data,  contractor  survey  development,  and  the  review  of  abuse  prevention 
efforts.  The  total  support  contracts  funding  request  for  FY  2004  is  $1 8.7  million. 
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SUMMARY  OF  THE  NURSING  HOME 
OVERSIGHT  IMPROVEMENT  PROGRAM 

CMS's  FY  2004  budget  includes  S92.4  million  dedicated  to  the  Nursing  Home 
Oversight  Improvement  Program  (NHOEP).  CMS  has  made  significant  strides  in  the 
areas  targeted  by  this  program,  and  is  committed  to  continuing  to  work  with  residents 
and  their  families,  advocacy  groups,  providers,  States,  and  Congress  to  ensure  that 
residents  receive  the  quality  care  and  protection  they  deserve.  This  budget  reflects 
CMS's  continued  commitment.  As  discussed  below,  there  are  several  funding  sources 
for  this  program. 


FY  2004  Estimate 

Funding  Source,  NHOIP 

(in  millions) 

Discretionarv: 

Medicare  Survey  and  Certification 

S35.2 

Federal  Administration 

4.8 

Subtotal,  Discretionary 

$40.0 

Mandatory: 

Medicaid  Survev  and  Certification 

S44.0 

Quality  Improvement  Organization  Support  Contracts 

8.4 

Subtotal,  Mandatory 

$52.4 

Total,  CMS 

$92.4 

SURVEY  AND  CERTIFICATION  -  $35.2  miUion 


Please  refer  to  the  Medicare  Survey  and  Certification  Program  section. 
FEDERAL  ADMINISTRATION  -  $4.8  million 

As  shown  below,  the  NHOEP  request  includes  Federal  oversight  activities  and  other 
associated  costs. 

Federal  Oversight  -  $3.4  million 

CMS  will  maintain  35  FTEs  to  continue  the  following  activities: 

•  Process  sanction  notices  and  respond  to  litigation  and  appeals; 

•  Provide  additional  training  and  other  assistance  to  inspectors  in  States,  ensure  that 
proper  Federal  protocols  are  being  followed,  and  enhance  national  uniformity  of 
oversight  in  the  protection  of  residents; 
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•  Monitor  and  update  information  about  abuse  prevention  efforts  in  nursing  homes, 
and  respond  to  provider  and  consumer  inquiries; 

•  Develop  State  sanction  options  that  may  be  imposed,  including  termination  of 
Federal  nursing  home  survey  funding  for  those  States  that  fail  to  comply  with 
Federal  survey  protocols  or  fail  to  improve  inadequate  survey  systems;  and 

•  Ensure  that  State  surveyors  enforce  existing  policy  to  sanction  nursing  homes  with 
serious  violations,  and  that  sanctions  cannot  be  lifted  until  after  an  onsite  visit  has 
verified  compliance. 

Other  -  $1.4  million 

The  Federal  Administration  account  also  includes  funding  for  travel,  contracts,  supplies, 
printing,  and  equipment  associated  with  the  NHOIP. 

MANDATORY 

Medicaid  State  Survey  Costs  -  $44.0  million 

State  Medicaid  programs  will  share  in  the  direct  survey  costs  and  complaint  visit  costs 
associated  with  the  NHOIP  for  dually  certified  nursing  facilities  and  Medicaid  only 
nursing  homes. 

Quality  Improvement  Organization  (QIO)  Support  Contracts  -  $8.45  million 

The  QIO  7th  Scope  of  Work  includes  $8.4  million  in  FY  2004  for  support  contracts 
supporting  the  NHOIP,  which  includes  $4.0  million  for  Minimum  Data  Set  (MDS), 
$1.8  million  for  Outcome  and  Assessment  Information  Set  (OASIS)  accuracy  review 
contracts,  $2.0  million  for  promotion,  quality,  and  continuing  research  in  nursing 
homes,  $500,000  for  website  support  for  nursing  home  compare,  and  $150,000  for 
measurement  refinement  in  nursing  homes. 
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Performance  Goal  QSC 1-04  -  Decrease  the  Prevalence  of  Restraints  in  Nursing  Homes 
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Research,  Demonstration  and  Evaluation 


Authorizing  Legislation  -  Social  Security  Act,  Sections  1110,  1115,  1875  and  1881(a);  Social 
Security  Amendments  of  1967,  Section  402;  Social  Security  Amendments  of  1972,  Section  222. 


Research,  Demonstration  and  Evaluation  Summary  Table 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Increase 

Or 
Decrease 

Appropriation/  B .  A . 

$118,201,000 

$28,400,000 

$63,400,000 

+$35,000,000 

Rescission: 
P.L.  107-116 

-1,000,000 

Net  Appropriation/B.A. 

$117,201,000 

$28,400,000 

$63,400,000 

+$35,000,000 

PURPOSE  AND  METHOD  OF  OPERATIONS 

The  FY  2004  estimate  for  funding  CMS's  Research,  Demonstration  and  Evaluation  (RD&E) 
activity  is  S63.4  million.  The  FY  2004  rt-aest  reflects  an  increase  of  $35  million  from  the 
FY  2003  President's  budget.  The  RD&E  program  supports  CMS's  key  role  as  a  beneficiary- 
centered  purchaser  of  high-quality  health  care  at  a  reasonable  cost. 


RATIONALE  FOR  THE  BUDGET  REQUEST 


The  FY  2004  RD&E  budget  will  continue  to  support  research  and  demonstrations  directed  at 
helping  to  chart  the  course  for  the  future  of  our  programs.  CMS  has  participated  actively  in  the 
Department's  Research  Coordination  Counci'  (RCC)  to  ensure  that  the  agency's  FY  2004 
planned  research,  demonstration,  and  evaluation  (RD&E)  activities  align  with  the  President's 
and  Secretary's  priority  areas;  identify  opportunities  for  increased  collaboration  with  other 
DHHS  Agencies;  avoid  overlapping  areas  of  focus  across  agencies;  and  fill  potential  gaps  in 
research  efforts.  For  example,  the  RCC  identified  a  need  for  increased  CMS  resources  to 
support  the  production  of  Medicaid  and  Medicare  databases  to  support  DHHS  research 
priorities,  as  well  as  a  need  to  increase  coordination  of  grant  programs  for  minority  researchers. 
The  narrative  and  table  below  categorizes  our  proposed  research  based  on  the  Department's 
research  themes  for  FY  2004. 
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Performance  Goal  Rl-04  -  Assess  the  Relationship  between  CMS  Research  Investments 
and  Program  Improvements 
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FY  2004  RD&E  Funding  by  DHHS  Research  Priority 

(dollars  in  thousands) 


FY  2004  Budget 

Request 

Research  Priority 

($  in  000s) 

V.  Protecting  and  Empowering  Specific  Populations 

A.  New  Freedom  Initiative — Enable  People  with  Disabilities  to  Live  Self- 

Sufficiently  and  with  Dignity 

BA  

$43,000 

V.  Protecting  and  Empowering  Specific  Populations 

B.  Medicare  Modernization 

BA  

VI.  Helping  the  Uninsured  and  Increasing  Access  to  Health  Insurance 

A.  Medicaid  &  SCHIP 

BA  

IX.  Understanding  Health  Differences  and  Disparities — Closing  the  Gaps 

A.  Health  Disparities  Research 

BA  

X.  Preventing  Disease,  Illness  and  Injury 

A.  Prevention  Research — General 

BA  

XI.  Agency-Specific  Priorities 

Topic  1 

BA  

$7,000 

RD&E  Funding  by  Departmental  Themes 

$50,000 

Medicare  Current  Beneficiary  Survey 

$13,400 

Total  RD&E  Request 

$63,400 

Theme  V.  Protecting  and  Empowering  Specific  Populations 


These  R&D  efforts  are  intended  to  provide  infonnation  needed  for  modernization  of  our 
programs,  including  Medicare  reform  efforts  in  both  managed  care  and  fee-for-service,  and 
Medicaid  reforms  that  increase  State  flexibility  in  providing  coverage  to  the  uninsured  and  on- 
going efforts  to  improve  services  provided  to  the  disabled.  Our  R&D  under  this  theme  also 
supports  monitoring  and  evaluation  activities  to  track  how  well  Medicare  meets  the  needs  of 
specific  groups  of  beneficiaries,  including  vulnerable  populations  and -to  examine  specific 
policy  issues  within  CMS's  programs.  For  example,  as  Medicare  pursues  new  managed  care 
options,  beneficiary  satisfaction,  quality  of  care,  and  cost-effectiveness  of  these  new  approaches 
must  be  assessed. 
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New  Freedom  Initiative-  $3  million 

In  support  of  the  New  Freedom  Initiative,  CMS  will  continue  a  national  demonstration 
designed  to  address  workforce  shortages  of  community  service  direct  care  workers.  The 
demonstration  will  test  the  extent  to  which  workforce  shortages  and  instability  might  be 
addressed  through  better  coordination  with  Temporary  Assistance  for  Needy  Families  and  the 
availability  of  vouchers  for  worker  health  insurance  or  for  tuition/day  care  credits.  Participating 
States  would  be  expected  to  develop  options  for  workers  to  purchase  affordable  group  health 
coverage  through  the  State  health  insurance  system  or  similar  organized  insurance  group. 

Real  Choice  System  Change  Grants  -  $40  million 

The  Budget  proposes  to  continue  funding  for  Real  Choice  System  Change  Grants.  The  grants 
are  intended  to  assist  States  to  design  and  implement  enduring  improvements  to  community 
based  support  systems  that  enable  people  with  disabilities  and  long-term  illnesses  to  live  and 
participate  in  community  life.  These  systematic  changes  will  be  designed  to  enable  children 
and  adults  of  any  age  with  a  disability  or  long  term  illness  to  (1)  live  in  the  most  integrated 
community  setting,  (2)  exercise  meaningful  choices  about  their  living  environment,  and 
(3)  obtain  quality  services  in  a  manner  as  consistent  as  possible  with  community  Hving 
preferences  and  priorities.  In  FY  2002,  a  total  of  $40.0  million  funded  25  new  Real  Choice 
Systems  Change  Grants  and  5  supplemental  Real  Choice  System  Change  Grants. 

Theme  VI.  Helping  the  Uninsured  and  Increasing  Access  to  Health  Insurance 

CMS  will  continue  evaluations  of  SCFHP,  Medicaid,  and  demonstrations  mandated  by  the 
Ticket  to  Work  and  Work  Incentives  and  Improvement  Act  of  1999.  The  Ticket  to  Work 
statute  requires  a  report  to  Congress  on  the  impact  of  the  Medicaid  buy-in  programs  and  the 
utilization  of  the  Medicaid  Infrastructure  Grants.  In  FY  2004,  the  RD&E  budget  will 
support  efforts  to  gather  and  analyze  the  outcomes  and  lessons  learned  from  the  Medicaid 
buy-in  programs.  Currently,  17  States  are  operating  Medicaid  buy-in  programs  and 
38  States  are  receiving  grant  funds  for  these  efforts. 

Theme  IX.  Understanding  Health  Differences  and  Disparities 

Research  is  needed  to  identify  existing  initiatives  that  have  helped  reduce  disparities  and 
develop  intervention  strategies  designed  to  eliminate  disparities  that  impact  the  health  status 
among  women,  racial,  ethnic,  and  other  vulnerable  populations  (e.g.,  African-Americans, 
Hispanics,  Asians  and  Pacific  Islanders,  and  American  Indians/ Alaska  Natives).  Examples  of 
areas  of  intervention  include:  infant  mortality,  cancer  screening  and  management, 
cardiovascular  disease,  diabetes,  HTV/AIDS,  and  child  and  adult  irnmunization.  Current 
research  is  being  designed  to  improve  understanding  of  the  impact  of  these  utilization 
differences  on  the  health  of  the  population. 
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Theme  X.  Preventing  Disease,  Illness,  and  Injury 

Several  new  payment  and  service  delivery  models  have  been  identified  as  important 
components  of  a  modernized  Medicare  program  including  care  coordination  and  disease 
management  services.  These  components  will  be  explored  through  a  combination  of  testing 
new  fee-for-service  care  management  approaches  for  selected  populations  with  conditions  such 
as  diabetes,  coronary  disease,  and  congestive  heart  failure. 

Theme  XI.  Agency  Specific  Priorities 

CMS's  research  budget  supports  a  variety  of  activities  to  increase  the  efficiency  of  our  research 
and  demonstration  program  and  meet  the  cross-cutting  research  needs  of  CMS  and  the  wider 
health  research  community.  CMS's  RD&E  budget  also  supports  funding  for  the  Medicare 
Current  Beneficiary  Survey  (MCBS).  MCBS  is  the  only  comprehensive  source  of  information 
on  the  health  status,  health  care  use  and  expenditures,  health  insurance  coverage,  and 
socioeconomic  and  demographic  characteristics  of  the  entire  spectrum  of  Medicare 
beneficiaries.  MCBS  is  a  powerful  tool  for  evaluating  our  programs,  as  well  as  a  key  source  of 
data  for  policy  research  on  the  Medicare  population. 

MANDATED  RESEARCH  INITIATIVES 

The  Balanced  Budget  Act  of  1997  (BBA),  the  Balanced  Budget  Refinement  Act  of  1999 
(BBRA)  and  the  Medicare,  Medicaid,  and  SCHIP  Benefits  Improvement  and  Protection  Act  of 
2000  (BP A)  mandate  many  demonstrations  and  evaluations,  studies,  reports  to  Congress,  and 
the  implementation  of  several  prospective  payment  systems.  The  RD&E  budget  will  support 
our  continuing  efforts  to  implement  the  remaining  provisions  of  BBA,  BBRA,  and  BIPA.  The 
following  table  displays  specific  needs  for  BBA,  BBRA,  and  BIPA: 


Legislation 

Mandated  RD&E  Projects 

Balanced  Budget  Act 

>  Coordinated  care  demonstration  and  evaluation 

>  Prospective  Payment  System  (PPS)  for  inpatient  rehab 

>  Home  Health  Agency  PPS 

>  Evaluation  of  PACE 

Balanced  Budget 
Refinement  Act 

>  Develop  PPS  for  inpatient  psychiatric  hospital  services 

>  Conduct  study  of  impact  of  PPS  for  inpatient 
rehabilitation 

>  End-Stage  Renal  Disease  (ESRD)  PPS  implementation 

Benefits  Improvement  and 
Protection  Act 

>  Disease  management  for  severely  chronically  ill 
Medicare  beneficiaries  demonstration  and  evaluation 

>  Cancer  prevention  and  treatment  for  ethnic  and  racial 
minorities  demonstration  and  evaluation 

>  Assessments/refinements  for  SNF  PPS 

>  Physician  group  practice  demonstration  and  evaluation 

11-52 


850 


PROGRAM  MANAGEMENT 


APPROPRIATION  HISTORY: 

The  table  below  displays  Research  funding  for  the  past  5  years. 


Research,  Demonstration  and  Evaluation 
Appropriation  History 


Fiscal  Year 

Funding  Level 

1999 

$50,000,000 

2000 

$61,786,000 

2001 

$138,311,000 

2002 

$117,201,000 

2003  P.B. 

$28,400,000 
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CMS  Revitalization  Plan 


Budget  Estimates 

As  described  in  the  Executive  Summary  portion  of  this  document,  CMS  is  requesting  a 
new,  multi-year  investment  fund,  beginning  with  $65  million  in  two-year  money  to  be 
appropriated  in  FY  2004.  In  the  first  year,  the  CMS  revitalization  plan  will  focus  on 
systems-related  activities. 


CMS  Revitalization  Plan  Summary  Table 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Increase  or 
Decrease 

Systems  Security  Risk  Mitigation 

N/A 

N/A 

$34,000,000 

$34,000,000 

Modernize  Fee-for-Service  (FFS) 
Claims  Processing  Systems 

N/A 

N/A 

$17,800,000 

$17,800,000 

Modem  Data  Warehousing  Environment 

N/A 

N/A 

$11,200,000 

$11,200,000 

E-gov  and  Aging  Infrastructure 

N/A 

N/A 

$2,000,000 

$2,000,000 

Total,  CMS  Revitalization  Plan 

N/A 

N/A 

$65,000,000 

$65,000,000 

RATIONALE  FOR  THE  BUDGET  REQUEST 

CMS's  systems  infrastructure  was  not  designed  to  keep  pace  with  recent  changes  in  the 
program  or  to  handle  today's  massive  claims  volume,  much  less  the  increase  in  claims 
volume  that  will  come  as  today's  "baby  boomers"  become  eligible  for  Medicare.  Over 
the  past  few  years,  CMS  has  taken  steps  toward  revitalizing  its  operations,  such  as 
reducing  the  number  of  standard  fee-for- service  claims  processing  systems.  However,  a 
significant  investment  is  needed  if  CMS  and  its  partners  are  to  continue  to  meet  the 
demands  of  the  Medicare  program  and  provide  quality  service  to  its  beneficiaries. 
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INFORMATION  TECHNOLOGY 

CMS  faces  four  major  IT  challenges  over  the  next  several  years: 

1.  Securing  critical  and  sensitive  data  at  CMS's  Medicare  contractors  to  prevent 
unauthorized  access  to  and  use  of  beneficiary  and  financial  data. 

2.  Modernizing  CMS's  Medicare  fee-for-service  claims  processing  environment 
to  effectively  support  CMS's  transaction  processing  responsibilities  under 
Medicare. 

3.  Modernizing  CMS's  database  environment  to  effectively  support  Medicare 
transaction  processing,  program  integrity,  quality  of  care,  and  program 
administration  responsibilities  to  effectively  manage  both  Medicare  and 
Medicaid. 

4.  Investing  in  CMS's  aged  infrastructure  to  support  e-gov  activities  and  to 
prevent  disruptions  in  services  from  an  aging  infrastructure. 

Highlights  of  the  Budget  Estimates 

Systems  Security  Risk  Mitigation 

Since  2000,  CMS  has  been  making  significant  progress  in  improving  information 
systems  security  at  the  Medicare  contractor  sites.  This  progress  has  increase  d  the 
safeguards  in  place  to  protect  the  health  care  information  processed  and  generated  by  the 
Medicare  contractors  through  the  Medicare  claims  process.  These  safeguards  are 
essential  to  ensuring  the  confidentiality  and  privacy  of  the  health  care  information  of 
Medicare  beneficiaries,  as  required  by  both  Federal  law  and  regulation. 

Despite  this  progress  and  CMS's  best  efforts,  recent  self-assessments  as  well  as  audits 
initiated  by  the  Office  of  the  Inspector  General  have  revealed  that  the  Medicare 
contractors  fall  substantially  short  of  meeting  a  set  of  core  security  requirements  based 
on  various  Federal  laws  and  regulations.  In  FY  2001,  CMS  conducted  a  comprehensive 
security  assessment  at  its  Medicare  contractors  to  determine  compliance  with  NIST, 
GAO,  OMB,  and  legislative  requirements  and  to  assess  security  risks  and 
vulnerabilities.  That  assessment  identified  numerous  systems  control  weaknesses. 
These  weaknesses  were  documented  in  the  HHS  Inspector  General 's  Report  on  the 
HHS  Consolidated/Combined  Financial  Statements  for  FY  2001,  with  specific  problems 
related  to  access  controls  and  systems  software  issues.  As  noted  during  a  hearing  of  the 
House  Energy  and  Commerce  Committee  in  2001,  CMS's  systems  security  must  be 
held  to  a  higher  standard  than  other  government  agencies  because  of  the  volume  and 
sensitivity  of  personally  identifiable  data. 
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Performance  Goal  RP1-04  -  Improve  CMS's  Information  Systems  Security 

CMS's  FY  2004  President's  Budget  request  includes  $34  million  to  enable  CMS  and 
Medicare  contractors  to  address  the  most  serious  known  security  risks  and 
vulnerabilities,  develop  systems  security  plans,  and  implement  a  robust,  ongoing 
security  program. 

Modernize  Fee-for-Service  Claims  Processing  Systems 

CMS's  fee-for-service  (FFS)  systems  face  major  challenges  as  CMS  fulfills  its 
responsibility  to  process  and  pay  claims  rapidly  and,  more  importantly,  to  make  the 
correct  payment  determination  while  managing  immense  volumes  of  data.  The 
Medicare  claims  processing  systems  support  the  annual  processing  of  1  billion  Medicare 
FFS  claims,  representing  over  $250  billion  in  program  payments.  The  volume  of 
transactions  is  increasing  and  the  process  is  becoming  more  complex.  Moreover, 
Medicare  claims  processing  systems  are  a  major  source  of  data  for  national  healthcare 
research;  fraud,  waste,  and  abuse  prevention  programs;  and  the  evaluation  of 
demonstrations,  clinical  trials,  and  other  program  development  initiatives. 

CMS's  FY  2004  budget  includes  $17.8  million  to  initiate  a  Medicare  data  center 
contracting  strategy,  begin  a  redesign  of  the  Common  Working  File  (CWF)  and 
Medicare  claims  processing  systems,  and  begin  modernization  of  the  Medicare 
enrollment  database  (EDB).  These  investments  will  enable  CMS  and  our  partners  to 
meet  increasing  business  demands,  improve  the  management  of  Medicare  claims 
processing,  and  provide  improved  reliability. 

Modern  Data  Warehousing  Environment 

While  continuing  its  operational  and  transactional  (e.g.,  enrollment,  payment) 
responsibilities  under  Medicare,  CMS  has  been  uniquely  entrusted  with  massive 
oversight  and  stewardship  responsibilities  for  data  regarding  its  programs  and 
beneficiaries.  Diverse  activities  including  transaction  processing  (e.g.,  claims  review 
and  payment),  beneficiary  education  and  communication,  program  .integrity,  policy 
analysis  and  decision-making  in  a  complex  program  environment  such  as  Medicare  and 
Medicaid,  all  require  appropriate  levels  of  investments  in  IT  infrastructure  to  support 
data  quality  and  maintenance,  transaction  processing  against  central  data  warehouses, 
and  data  analysis  and  information  dissemination. 
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The  current  (legacy)  data  environment,  which  supports  CMS  business  operations,  has 
become  increasingly  difficult  and  costly  to  support.  Furthermore,  these  legacy  databases 
do  not  satisfy  technical  and  data  management  requirements  for  the  future. 

Modernization  of  CMS's  database  environment  is  required  to  meet  the  future  needs  of 
the  agency.  The  FY  2004  President's  budget  includes  $1 1.2  million  to  support 
implementation  of  an  integrated,  relational  data  warehouse  environment  that  supports 
CMS  transaction  and  information  processing  needs  under  Medicare  and  Medicaid. 
Supported  activities  include  conversion  of  remaining  legacy  systems  from  M204  to  DB2 
and  development  of  the  architecture  for  "data  marts"  to  provide  mission-critical 
information  and  decision  support  tools  for  Medicare  and  Medicaid. 

E-gov  and  Aging  Infrastructure 

CMS's  internal  systems  (infrastructure)  reflect  aging  technology.  Key  technology 
components  that  support  CMS's  day-to-day  operations  must  be  modernized  to  avoid 
service  disruptions.  CMS's  e-mail  system  and  document  management  systems,  both  of 
which  are  key  not  only  to  internal  business  operations  but  also  our  responsiveness  to  the 
public  and  Congress,  will  be  improved  as  a  result  of  this  initiative.  Investments  in 
authentication  and  encryption  methods/tools,  role-based  access  controls,  electronic 
signatures,  and  other  security  investments  are  necessary  to  support  a  robust 
e-gov/e-commerce  environment. 

The  budget  includes  $2  million  to  support  investments  in  e-gov  security  infrastructure 
and  related  infrastructure  modernization.  E-gov  investments  include  development  of 
authentication  and  encryption  architecture,  internal  pilots  of  electronic  signatures,  and 
penetration  testing  of  security  infrastructure.  Modernization  activities  planned  for 
FY  2004  include  identification  of  a  preferred  technology  solution  and  development  of 
an  implementation  strategy. 
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Medicaid 

Appropriation  Language 

For  carrying  out,  except  as  otherwise  provided,  titles  XI  and  XIX  of  the  Social  Security 
Act,  $124,892,197,000  to  remain  available  until  expended 

For  making,  after  May  31,  2004,  payments  to  States  under  title  XIX  of  the  Social 
Security  Act  for  the  last  quarter  of  fiscal  year  2004 for  unanticipated  costs,  incurred for 
the  current  fiscal  year,  such  sums  as  may  be  necessary. 

For  making  payments  to  States  or  in  the  case  of  section  1928  on  behalf  of  States  under 
title  XIX for  the  first  quarter  of fiscal  year  2005,  $58,416,275,000  to  remain  available 
until  expended. 

Payment  under  title  XIX  may  be  made  for  any  quarter  with  respect  to  a  State  plan  or 
plan  amendment  in  effect  during  such  quarter,  if  submitted  in  or  prior  to  such  quarter 
and  approved  in  that  or  any  subsequent  quarter. 
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MEDICAID 
Language  Analysis 


Language  Provision 

For  carrying  out,  except  as  otherwise 
provided,  titles  XI  and  XIX  of  the  Social 
Security  Act,  $124,892,197,000  to 
remain  available  until  expended. 


Explanation 

This  section  provides  a  one-year 
appropriation  for  Medicaid.  This 
appropriation  is  in  addition  to  the 
advance  appropriation  of  $51.9  billion 
provided  for  the  first  quarter  of 
FY  2004  under  the  anticipated  FY  2003 
Department  of  Health,  and  Human 
Services  Appropriations  Act.  Funds 
will  be  used  under  title  XDC  for  medical 
assistance  payments  and  administrative 
costs  and  under  title  XI  for 
demonstrations  and  waivers. 


For  making,  after  May  31,  2004, 
payments  to  States  under  title  XIX  of  the 
Social  Security  Act  for  the  last  quarter 
of  fiscal  year  2004 for  unanticipated 
costs,  incurred  for  the  current  fiscal 
year,  such  sums  as  may  be  necessary. 


This  section  provides  indefinite 
authority  only  for  payments  to  States  in 
the  last  quarter  of  fiscal  year  2004  to 
meet  unanticipated  costs.  This 
language  does  not  provide  this  authority 
to  the  Vaccines  for  Children  program 
for  payments  on  behalf  of  States  during 
this  time  period. 
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Language  Analysis 


Language  Provision 

For  making  payments  to  States  or  in  the 
case  of  section  1928  on  behalf  of  States 
under  title  XIX for  the  first  quarter  of 
fiscal  year  2005,  $58,416,275,000  to 
remain  available  until  expended. 


Payments  under  title  XIX  may  be  made 
for  any  quarter  with  respect  to  a  State 
plan  or  plan  amendment  in  effect  during 
such  quarter,  if  submitted  in  or  prior  to 
such  quarter  and  approved  in  that  or 
any  subsequent  quarter. 


Explanation 

This  section  provides  an  advanced 
appropriation  for  the  ru  st  quarter  of 
fiscal  year  2005  to  ensure  continuity  of 
funding  for  the  Medicaid  program  in  the 
event  a  regular  appropriation  for  fiscal 
year  2005  is  not  enacted  by 
October  1 ,  2004.  It  makes  clear  that  the 
language  provides  budget  authority  to 
the  Vaccines  for  Children  program 
during  the  first  quarter  of  a  fiscal  year. 


This  section  makes  clear  that  funds  are 
available  with  respect  to  State  plans  or 
plan  amendments  only  for  expenditures 
on  or  after  the  beginning  of  the  quarter 
in  which  a  plan  or  amendment'is 
submitted  to  theDepartment  of  Health 
and  Human  Services  for  approval. 
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Authorizing  Legislation  -  Social  Security  Act,  title  XIX,  Section  1901 . 


Budget  Authority  By  Activity 

(dollars  in  thousands) 


Medicaid 
Appropriation 

r  Y  2002 
Actual 

FY  2003 
President's 
Budget  1/ 

t  Y  2004 
Estimate 

Increase  or 
Decrease 

Medical  Assistance 
Payments  (gross) 

$142,585,192 

$152,534,837 

$166,706,067 

$14,171,230 

Vaccines  for  Children 

982,667 

1,056,185 

980,196 

-75,989 

State  and  Local 
Administration, 
Survey  and 
Certification,  and 

riduu  vyUiiuui  LJiuio 

0,i/Ul,J70/. 

Obligations  (gross) 

151,643,708 

162,493,004 

176,753,583 

14,260,579 

Start  of  Year 

-110,021 

-6,893 

0 

6,893 

Unobligated  Balance, 
End  of  Year 

6,893 

0 

0 

0 

Recoveries  of  Prior 
Year  Obligations 

-4,198,147 

0 

0 

0 

Appropriation 
Budget  Authority 
(gross) 

147,342,433 

162,486,111 

176,753,583 

14,267,472 

Offsetting 
Collections 

-137,917 

-127,000 

0 

127,000 

Change  in 
Receivables 

135,823 

0 

0 

0 

Total  Budget 
Authority  (net) 

$147,340,339 

$162,359,111 

$176,753,583 

$14,394,472 

Indefinite 
Appropriation 

-4,310,906 

-3,666,956 

0 

3,666,956 

Advanced 
Appropriation 

-36,207,551 

-46,601,937 

-51,861,386 

-5,259,449 

Annual 
Appropriation 

$106,821,882 

$112,090,218 

$124,892,197 

$12,801,979 

1/  This  column  reflects  the  current  estimate  for  FY  2003.  The  total  budget  authority  in  the  FY  2003 
President's  budget  was  $  158,692,155,000.  The  change  reflects  an  indefinite  authority  appropriation 
request  to  meet  unanticipated  program  cost  increases. 
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I.       Background  of  the  Medicaid  Program 

Authorized  under  title  XIX  of  the  Social  Security  Act,  Medicaid  is  generally  a 
means-tested  health  care  entitlement  program  financed  by  States  and  the  Federal 
Government  The  State  share  varies  from  State  to  State.  In  FY  2002,  the  average  State 
share  was  approximately  43  percent  with  the  remaining  57  percent  provided  by  the 
Federal  Government.  All  50  States,  the  District  of  Columbia,  and  the  live  territories 
(Puerto  Rico,  Virgin  Islands,  American  Samoa.  Northern  Mariana  Islands,  and  Guam) 
have  elected  to  establish  Medicaid  programs.  States  have  considerable  flexibility  in 
structuring  their  Medicaid  programs  within  broad  Federal  guidelines  governing 
eligibility,  provider  payment  levels,  and  benefits.  As  a  result.  Medicaid  programs  vary 
widely  from  State  to  State.  Medicaid  law  defines  over  50  distinct  population  groups  as 
potentially  eligible,  including  those  for  which  coverage  is  mandatory  in  all  States  and 
those  that  may  be  covered  at  a  State's  option.  In  general,  most  individuals  who  are 
eligible  for  cash  assistance  under  the  Supplemental  Security  Income  (SSI)  program,  or 
who  meet  the  income  and  resource  requirements  of  the  Aid  to  Families  with  Dependent 
Children  (AFDC)  cash  assistance  program  as  it  existed  in  July  1 996,  must  be  covered 
under  the  State  Medicaid  program.  Other  Federally-mandated  coverage  groups  include 
low-income  pregnant  women  and  children  and  qualified  Medicare  beneficiaries  who 
meet  certain  income  and/or  eligibility  criteria.  At  their  option,  States  may  expand 
these  mandatory  groups  or  cover  additional  populations  including  the  medically  needy. 
Medically  needy  persons  are  those  who  do  not  meet  the  income  or  resource  standards 
of  the  other  categorical  eligibility  groups,  but  incur  large  medical  expenses  such  that 
when  subtracted  from  their  income,  puts  them  within  eligibility  standards. 

Medicaid  covers  a  broad  range  of  services  to  meet  the  health  needs  of  beneficiaries. 
Federally-mandated  services  for  categorically-eligible  Medicaid  beneficiaries  include 
hospital  inpatient  and  outpatient  services,  comprehensive  health  screening,  diagnostic 
and  treatment  sendees  to  children,  home  health  care,  laboratory  and  x-ray  sendees, 
physician  services,  and  nursing  home  care  for  individuals  age  2 1  or  older.  Commonly 
offered  optional  services  for  both  categorically  and  medically-needy  populations 
include  prescription  drugs,  dental  care,  eyeglasses,  prosthetic  devices,  hearing  aids,  and 
services  in  intennediate  care  facilities. 

Medicaid  payments  are  made  directly  by  the  States  to  the  health  care  provider  or  health 
plan  for  sendees  rendered  to  beneficiaries.  Providers  must  accept  the  State's  payment 
as  full  recompense.  By  law,  Medicaid  is  the  payer  of  last  resort.  If  any  other  party, 
including  Medicare,  is  legally  liable  for  services  provided  to  a  Medicaid  beneficiary, 
that  party  must  first  meet  its  financial  obligation  before  Medicaid  payment  is  made. 
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II.     Medicaid  Managed  Care 

One  of  the  most  significant  developments  for  the  Medicaid  program  has  been  the 
growth  of  managed  care  as  an  alternative  service  delivery  method.  Prior  to  1982, 
99  percent  of  Medicaid  recipients  received  coverage  through  fee-for-service 
arrangements.  With  the  passage  of  the  Omnibus  Budget  Reconciliation  Act  of  1 98 1 
and  the  Balanced  Budget  Act  of  1997,  there  has  been  a  vast  increase  in  the  number  of 
Medicaid  recipients  enrolled  in  a  managed  care  organization.  As  of 
December  31,  2001 ,  more  than  half  of  all  Medicaid  beneficiaries  (approximately 
22  million)  in  48  States  and  the  District  of  Columbia  were  enrolled  in  some  type  of 
managed  care  delivery  system.  States  continue  to  experiment  with  various  managed 
care  approaches  in  their  efforts  to  reduce  unnecessary  utilization,  contain  costs, 
improve  access  to  services,  and  achieve  greater  continuity  of  care. 

Prior  to  the  passage  of  the  Balanced  Budget  Act  of  1997,  States  primarily  used  section 
1 9 1 5(b)  or  freedom  of  choice  waivers  and  section  1115  research  and  demonstration 
waivers  to  develop  innovative  managed  care  delivery  systems.  Section  1915(b) 
waivers  are  used  to  enroll  beneficiaries  in  mandatory  managed  care  programs;  provide 
additional  services  via  savings  produced  by  managed  care;  create  a  "carve  out" 
delivery  system  for  specialty  care,  e.g.,  behavioral  health;  and/or  create  programs  that 
are  not  available  statewide.  Section  1115  demonstrations  allow  States  to  test  programs 
that  vary  in  size  from  small-scale  pilot  projects  to  statewide  demonstrations,  test  new 
benefits,  financing  mechanisms,  or  significantly  restructure  State  Medicaid  programs. 

The  Balanced  Budget  Act  of  1997  increased  State  flexibility  to  allow  States  to 
mandatorily  enroll  certain  Medicaid  groups  (with  the  exception  of  special  needs 
children,  Medicare  beneficiaries,  and  Native  Americans)  into  managed  care  through  a 
State  plan  amendment  (SPA). 

As  Medicaid  managed  care  programs  continue  to  grow,  CMS  remains  committed  to 
ensure  that  high-quality,  cost-effective  health  care  is  provided  to  Medicaid 
beneficiaries.  CMS's  efforts  include  evaluating  and  monitoring  demonstration  and 
waiver  programs,  improving  information  systems,  providing  expedited  review  of  State 
proposals,  and  improving  coordination  with  other  HHS  components  providing  technical 
assistance  to  States  related  to  managed  care. 


III-6 


862 


OTHER  APPROPRIATED  ACCOUNTS 


III.    Distribution  of  Medicaid  Benefit  Services  and  Growth 

As  displayed  in  the  table  on  the  following  page,  Medicaid  medical  assistance  payments 
are  projected  to  increase  $14.5  billion,  or  9.5  percent,  from  the  estimated  $152.9  billion 
in  FY  2003  to  $  1 67.4  billion  in  FY  2004. 

Long-term  care  services  is  the  largest  Medicaid  benefit  service  category.  It  is 
composed  of  nursing  facilities  and  intermediate  care  facilities  for  the  mentally  retarded. 
These  services  are  estimated  to  require  S34.8  billion  in  funding  for  FY  2004, 
representing  21.6  percent  of  the  State  benefit  estimates  for  FY  2004.  The  second 
largest  FY  2004  Medicaid  category  of  service  is  health  insurance  payments.  The  States 
have  submitted  FY  2004  estimates  totaling  S32.6  billion  or  about  20.2  percent  of 
Medicaid  benefits.  The  next  largest  categories  of  Medicaid  services  for  FY  2004  are 
inpatient  hospital  services  ($21 .9  billion)  followed  by  prescribed  drugs  (SI 7.5  billion). 
Together  these  four  benefit  service  categories  for  long-term  care  services,  health 
insurance  payments,  inpatient  hospital  services  and  prescribed  drugs  account  for  more 
than  60  percent  of  the  State  estimated  cost  of  the  Medicaid  program  for 
FY  2004. 

According  to  State  estimates,  the  fastest  growing  service  category  in  the  Medicaid 
program  is  prescribed  drugs.  States  expect  the  prescribed  drug  category,  which 
includes  drug  rebate  offsets,  to  grow  by  $2.2  billion,  or  14.1  percent,  between  FY  2003 
and  FY  2004.  The  State  estimate  increase  in  prescribed  drugs  accounts  for  14.9  percent 
of  the  total  FY  2004  benefit  growth. 

Health  insurance  payments  continue  to  be  a  rapidly  growing  service  category.  This 
category,  comprised  primarily  of  premiums  paid  to  medical  managed  care  plans,  is 
projected  to  grow  by  $2.9  billion,  or  9.8  percent.  The  State  estimate  increase  in  health 
insurance  payments  accounts  for  20.0  percent  of  the  total  FY  2004  benefit  growth. 
Rising  enrollments  and  shifts  in  how  services  are  paid,  e.g.,  from  fee-for-service  to 
capitated  plans,  explain  this  growth. 

All  other  aggregated  categories  of  service  display  less  than  9.5  percent  growth.  The 
slowest  growing  service  category  is  long-term  care,  which  the  States  expect  will 
increase  only  SI. 3  billion,  or  3.9  percent,  over  FY  2003.  This  category  includes 
nursing  facilities  and  intermediate  care  facilities  for  the  mentally  retarded.  The  States 
expect  that  the  impact  of  final  rules  issued  in  FY  2002  regarding  revisions  to  Medicaid 
upper  payment  limit  requirements  will  particularly  retard  the  growth  in  spending  on 
nursing  facilities. 
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Estimated  Benefit  Service  Growth,  FY  2003  to  FY  2004 

November  2002  State-Submitted  Estimates  and  Actuarial  Adjustments 
(dollars  in  thousands)  1/ 


Major  Service  Category 

Est. 
FY  2003 

Est. 
FY  2004 

Dollar 
Growth 

Percent 
Growth 

Percent 
Of 
Total 
Growth 

Health  Insurance  Payments 

(Medicare  premiums,  coinsurance 
and  deductibles,  primary  care  case 
management,  group  and  prepaid 
health  plans,  managed  care 
organizations,  and  other  premiums) 

$29,689,748 

$32  595,156 

$2,905,408 

9.8% 

20.0% 

Prescribed  Drugs  (Prescribed 
drugs  and  drug  rebate  offsets) 

$15,307,355 

$17,471,237 

$2,163,882 

14.1% 

14.9% 

Long-Term  Care  (Nursing 
facilities,  intermediate  care 
facilities  for  the  mentally  retarded) 

$33,531,539 

$34,825,988 

$1,294,449 

3.9% 

8.9% 

Institutional  Alternatives 

(Personal  care,  home  health,  and 
home  and  community-based  care) 

$16,138,659 

$17,270,270 

$1,131,611 

7.0% 

7.8% 

Inpatient  Hospital  (Regular 
payments  -inpatient  hospital  and 
mental  health  facilities) 

CTA  lf\l  1AA 

Cp  1,  IZZ^'+O 

J.H  /O 

7  70/, 
/.  /  /o 

Physician/Practitioner/ 
Dental 

$7,434,640 

$8,105,580 

$670,940 

9.0% 

4.6% 

Outpatient  Hospital 

$5,723,499 

$6,259,659 

$536,160 

94% 

3.7% 

Other  Acute  Care  (Clinics,  lab 
&  x-ray,  Federally-qualified  health 
clinics  and  early  periodic 
screening,  and  diagnostic  treatment 
(EPSDT) 

$5,604,122 

$6,030,005 

$425,883 

7.6% 

2.9% 

Disproportionate  Share 
Hospital  Payments  (Adjustment 
payments  -  inpatient  hospital  and 
mental  health  facilities) 

$8,893,644 

$8,362,369 

-$531,275 

-6.0% 

-3.7% 

Other  (Targeted  case 
management,  hospice,  all  other 
services,  and  collections) 

$7,801,118 

$8,330,961 

$529,843 

6.8% 

3.7% 

TOTAL  STATE 
ESTIMATES 

(Excludes  Medicare  Part  B 
Transfer) 

$150,891,668 

$161,140,915 

$10,249,247 

6.8% 

70.7% 

Medicare  Part  B  Transfer 

$50,000 

0 

-$'50,000 

NA 

-0.3% 

Actuarial  Adjustments 

$1,958,332 

$6,259,085 

$4,300,753 

NA 

29.7% 

TOTAL 

$152,900,000 

$167,400,000 

$14,500,000 

9.5% 

100.0% 

1/  Totals/differences  may  not  add  due  to  rounding. 


III-8 


864 


OTHER  APPROPRIATED  ACCOUNTS 


IV.  Distribution  of  FY  2004  Medicaid  Monies  By  State 
STATE  DISTRIBUTION  OF  MEDICAID  BENEFITS 


BENEFITS 


According  to  the  State-submitted  estimates,  $161.1  billion  will  be  required  to  fund  their 
Medicaid  benefit  programs  during  FY  2004.  As  displayed,  four  States  account  for 
$55  billion,  or  34.1  percent,  of 
the  State-submitted  estimates  for 
benefits  for  FY  2004.  The  next 
six  States  in  ranking  of  estimated 
benefits  are  Ohio  (4.3  percent), 
Florida  (4.2  percent).  North 
Carolina  (3.3  percent), 
Illinois  (3.2  percent), 
Massachusetts  (2.8  percent),  and 
Michigan  (2.8  percent).  These 
six  States  account  for  an 

additional  20.6  percent  of  total  State-submitted  benefit  estimates.  In  total,  these 
10  States  are  expected  to  account  for  over  54  percent  of  Medicaid  benefits  in 
FY  2004. 


STATE  DISTRIBUTION  OF  MEDICAID  STATE  AND  LOCAL 
ADMINISTRATION 


TEXAS 

5.1% 


ADMINISTRATION 

ILLINOIS 

5.1% 


The  State-submitted  estimates  for  FY  2004  State  and  local  administration  costs  total 
S8.3  billion.  This  represents  about  5.2  percent  of  the  total  State-submitted  estimates  for 
Medicaid  program  costs  for  FY  2004.  As  displayed,  four  States  account  for 
$3.4  billion  or  38.9  percent  of  expenditures  for  State  and  local  administration.  The  next 

six  States  in  ranking  of 
estimated  expenditures  are 
Washington  (4.1  percent), 
Pennsylvania  (4.0  percent), 
Florida  (3.8  percent), 
Ohio  (3.2  percent), 
Michigan  (3.1  percent),  and 
Massachusetts  (2.8  percent). 
These  six  States  account  for 
an  additional  21.1  percent  of 
total  State  and  local 
administration  expenditures. 
In  total,  these  10  States  are  expected  to  account  for  about  60  percent  of  Medicaid 
expenditures  for  State  and  local  administration. 


III-9 


865 


OTHER  APPROPRIATED  ACCOUNTS 


V.      Composition  of  the  Medicaid  Population 


FY  2004  ESTIMATED  MEDICAID  FULL  YEAR 
ENROLLEES  COMPARED  TO  THE  U.S. 
POPULATION 


According  to  our 
projections  of  Medicaid 
enrollment  in  FY  2004, 
as  shown  in  the  pie  chart, 
14.9  percent,  or 
42.4  million,  of  the 
estimated  285.3  million 
U.S.  residents  will  be 
enrolled  in  Medicaid  for 
the  equivalent  of  a  full 
year  during  FY  2004. 
The  proportion  of 
children  and  women  in 
the  U.S.  who  are  enrolled 

in  the  Medicaid  program  is  far  higher.  The  estimated  1 9.6  million  children  served  by 
Medicaid  in  FY  2004  represent  more  than  one  out  of  every  five  children  in  the  Nation. 

CMS  projects  that  in  FY  2004  non-disabled  adults  under  age  65  and  children  will 
represent  7 1  percent  of  the  Medicaid  population,  but  account  for  approximately 
3 1  percent  of  the  Medicaid  benefit  outlays,  excluding  disproportionate  share  hospital 
(DSH)  payments.  In  contrast,  the  elderly  and  disabled  populations  are  estimated  to 
make  up  about  29  percent  of  the  Medicaid  population,  yet  account  for  approximately 
69  percent  of  the  non-DSH  benefit  outlays.  Medicaid  is  now  the  largest  payer  for 
long-term  care  for  all  Americans. 


The  following  table  reflects  the  estimated  annual  enrollment  in  number  of  person  years 
receiving  Federal  Medical  Assistance.  The  data  are  based  on  the  56  jurisdictions 
participating  in  the  program. 


Medicaid  Enrollment  (Person-Years  in  Millions) 

Excludes  Uninsured  Individuals  Receiving  Medicaid  Through  Section  1115  Waivers 


FY  2002 

FY  2003 

FY  2004 

Actual 

Estimate 

Estimate 

Age  65  and  Over 

4.2 

4.3 

4.3 

Disabled 

7.5 

7.8 

7.9 

Children 

18.4 

19.1 

19.6 

Adults 

9.8 

10.3 

10.6 

TOTAL 

39.9 

41.4 

42.4 
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Under  current  law,  the  estimated  Federal  share  of  Medicaid  gross  obligations  is 
estimated  to  be  $1 76.8  billion  in  FY  2004.  This  represents  an  increase  of 
8.8  percent  over  the  analogous  estimated  gross  obligation  level  of  $162.5  billion  for 
FY  2003.  Medicaid  person-years  of  enrollment,  which  represent  full-year  equivalent 
Medicaid  enrollment,  are  projected  to  increase  approximately  2.4  percent  during  this 
time  period.  The  FY  2003  enrollment  estimate  reflects  an  increase  of  an  additional 
1  million  recipients  above  the  estimate  of  40.4  million  recipients  included  in  the 
FY  2003  President's  budget. 

VI.    Section  1115  Statewide  Health  Care  Reform  Demonstrations 

States  have  sought  section  1115  demonstrations  to  expand  health  care  coverage  to  the 
low-income  uninsured  and  test  innovative  approaches  in  health  care  service  delivery. 
Currently,  CMS  has  approved  27  statewide  comprehensive  health  care  reform 
demonstrations  in  23  States  (Arizona,  Arkansas,  California,  Colorado,  Delaware, 
Hawaii,  Illinois,  Maine,  Maryland,  Massachusetts,  Minnesota,  Missouri,  New  Jersey, 
New  Mexico,  New  York,  Ohio,  Oklahoma,  Oregon,  Rhode  Island,  Tennessee,  Utah, 
Vermont,  and  Wisconsin)  and  the  District  of  Columbia.  CMS  has  also  approved  two 
substate  health  reform  demonstrations  (California  and  Kentucky)  and  1 0 
demonstrations  specifically  related  to  family  planning  (Alabama,  Arkansas,  California, 
Florida,  New  Mexico,  Oregon,  South  Carolina,  Virginia,  Washington,  and  Wisconsin). 
Some  statewide  demonstrations  expand  health  coverage  to  the  uninsured,  and  others 
test  new  methods  for  delivering  health  care  services.  Many  of  the  demonstrations 
include  the  Temporary  Assistance  for  Needy  Families  (TANF)  and  related  populations, 
and  some  include  the  elderly  and  the  disabled.  Although  the  demonstrations  vary 
greatly,  most  employ  a  common  overall  approach:  expanding  the  use  of  managed  care 
delivery  systems  for  the  Medicaid  population.  By  implementing  managed  care,  States 
hope  to  provide  improved  access  to  primary  care  for  low-income  beneficiaries,  along 
with  increased  access  to  preventive  care  measures  and  health  education.  Another 
typical  approach  in  many  demonstration  States  is  to  use  managed  care  savings  to  assist 
in  offsetting  the  cost  of  providing  coverage  for  the  uninsured. 

A.       Health  Insurance  Flexibility  and  Accountability  (HIFA)  Demonstrations 

In  August  2001,  President  Bush  announced  a  new  section  1115  initiative 
entitled  the  HIFA  demonstration  initiative.  HIFA  enables  States  to  use 
Medicaid  and  SCHIP  funds  in  concert  with  private  insurance  options  to  expand 
coverage  to  low-income  uninsured  individuals,  with  a  focus  on  those  with 
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income  at  or  below  200  percent  of  the  Federal  poverty  level  (FPL).  The 
primary  features  of  the  HIFA  initiatives  are  as  follows: 

•  Encourages  States  to  develop  comprehensive  health  insurance  coverage 
approaches  that  utilize  available  Medicaid  and  SCHIP  funding  to 
address  insurance  coverage  for  individuals  with  incomes  less  than  twice 
the  official  poverty  level. 

•  Gives  States  the  programmatic  flexibility  to  increase  health  insurance 
coverage  through  support  of  private  health  coverage. 

•  Simplifies  the  waiver  application  process  by  providing  clear  guidance 
and  data  templates. 

•  Increases  accountability  in  the  State  and  Federal  partnership  by  ensuring 
that  Medicaid  and  SCHIP  funds  are  effectively  being  used  to  increase 
health  insurance  coverage. 

To  date,  HIFA  waivers  have  been  approved  for  Arizona,  California,  Colorado, 
Illinois,  Maine,  New  Mexico,  and  Oregon.  Of  these  seven  waivers,  six  of  them 
involve  Title  XXI  funding  and  are  also  mentioned  in  the  State  Children's  Health 
Insurance  Program  section. 

B.       Pharmacy  Plus  Waivers 

The  Administration  is  concerned  that  many  low-income  seniors  and  people  with 
disabilities  are  not  able  to  afford  prescribed  drugs  and  that  failure  to  take  these 
drugs  may  result  in  more  serious  and  costly  health  problems.  To  address  this 
concern,  the  Administration  developed  the  Pharmacy  Plus  waivers  under 
section  1115.  Pharmacy  Plus  is  directed  to  Medicare  beneficiaries  and  other 
low-income  seniors  and  people  with  disabilities  with  income  at  200  percent  or 
less  of  the  federal  poverty  level  (FPL)  who  are  not  eligible  for  full  Medicaid 
benefits.  States  have  flexibility  to  design  their  benefit  package,  including  the 
types  of  drugs  covered,  beneficiary  copayment  requirement,  limits  on  the 
numbers  of  prescriptions  covered,  or  monthly  costs  reimbursed. 

Four  states  have  approved  Pharmacy  Plus  waivers  (Florida,  Illinois,  South 
Carolina,  and  Wisconsin)  and  Maryland  has  revised  its  statewide 
1115  demonstration  to  add  a  pharmacy  benefit.  Eight  other  states  have 
applications  pending. 

CMS  meets  its  fiduciary  responsibilities  by  requiring  that  all  health  care  reform 
demonstrations  be  budget  neutral,  i.e.,  Federal  expenditures  under  the 
demonstration  may  be  no  more  than  they  would  have  been  absent  the 
demonstration. 
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VII.  Rationale  for  the  Budget  Estimate 

A.       Medical  Assistance  Payments  (MAP) 

In  order  to  arrive  at  an  accurate  estimate  of  Medicaid  expenditures,  adjustments 
have  been  made  to  the  November  2002  State  estimates.  These  adjustments 
reflect  actuarial  estimates,  recent  regulatory  and  legislative  impacts,  Medicaid 
financial  disallowances,  financial  management  reviews,  and  the  Vaccines  for 
Children  program. 

i.      Actuarial  Adjustments  to  the  State  Estimates  for  Medical  Assistance 
Benefits 

The  November  2002  State  estimates  for  medical  assistance  payments 
(MAP)  of  $  1 6 1 . 1  billion  in  FY  2004  are  the  first  State-submitted 
estimates  for  FY  2004.  Typically,  State  estimation  error  is  most  likely 
to  occur  early  in  the  budget  cycle  because  most  States  are  focused  on 
their  current  year  budget  and  have  not  yet  focused  on  their  projections 
for  the  Federal  budget  year. 

CMS's  Office  of  the  Actuary  developed  the  MAP  estimate  for  FY  2004. 
Using  the  first  three  quarters  of  FY  2002  State-reported  expenditures  as 
a  base,  expenditures  for  FY  2003  and  FY  2004  were  projected  by 
applying  factors  to  account  for  assumed  growth  rates  in  Medicaid 
caseloads,  utilization  of  services,  and  payment  rates.  These  growth  rates 
were  derived  mainly  from  economic  assumptions  promulgated  by  the 
Office  of  Management  and  Budget  and  demographic  trends  in  Medicaid 
enrollment.  Based  on  this  information,  CMS's  Office  of  the  Actuary 
increased  the  States'  medical  assistance  payment  estimates  for  FY  2004 
by  $6.3  billion  to  $167.4  billion. 

A  significant  part  of  historical  growth  in  Medicaid  program  costs  during 
the  early  1990's  was  a  result  of  growth  in  disproportionate  share  hospital 
(DSH)  payments  and  associated  provider  tax  and  donation  programs, 
significant  Medicaid  enrollment  increases,  and  medical  price  inflation. 
In  the  mid  1990's,  these  cost  factors  began  to  moderate  as  a  result  of  an 
improving  economy,  legislative  restrictions  on  tax  and  donation 
programs  and  DSH  payments,  and  welfare  reform,  resulting  in  slower 
program  outlay  growth,  averaging  about  3.5  percent  in  FY  1996  and 
FY  1997.  In  the  late  1990's,  however,  outlays  began  to  accelerate  again, 
growing  at  an  average  rate  of  about  9.2  percent  since  FY  1997,  reaching 
1 4  percent  in  FY  2002.  Much  of  this  growth  is  attributable  to 
accelerating  caseloads  in  recent  years.  Prescription  drug  spending, 
nursing  home  costs,  and  community-based  long-term  care  costs  have 
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also  been  significant  contributors  to  this  expenditure  growth  and  are 
expected  to  continue  to  contribute  to  program  growth  in  future  years. 
State  programs  providing  "enhanced  payments"  to  institutional  providers 
have  also  played  a  significant  role  in  driving  up  Medicaid  costs  at  an 
accelerated  rate.  We  anticipate  that  recent  regulations  will  eventually 
curtail  much  of  the  impact  of  these  payments. 


MEDICAID  OUTLAY  GROWTH  RATES 


96  98  2000  2002 


2.       Other  Adjustments  to  the  State  Estimates  for  Medical  Assistance 
Payments 

Medicaid  Financial  Management  Reviews 

(estimated  FY  2004  savings  are  $336.0  million) 

Financial  management  (FM)  reviews  conducted  by  regional  office  staff 
are  expected  to  produce  savings  of  $307.0  million  in  FY  2003  and 
$336.0  million  in  FY  2004.  CMS  is  committed  to  re-instituting  a  more 
structured  FM  review  process  that  will  increase  the  level  of  FM 
oversight  activities.  Core  activities  of  the  FM  process  include  the 
quarterly  on-site  reviews  and  processing  of  Medicaid  budget  and 
expenditure  reports,  performance  of  detailed  FM  reviews  of  specific 
high-risk  areas,  and  other  on-going  oversight/enforcement  activities  such 
as  deferrals,  disallowances,  audit  resolution,  and  financial  data  and 
information  gathering. 
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Disallowances  for  Prohibited  Provider  Taxes 

(estimated  FY  2004  savings  are  $357.9  million) 

On  January  19, 200 L  CMS  disallowed  Federal  funds  in  States  mat 
imposed  impermissible  nursing  facility  taxes.  All  these  States  have  now 
terminated  these  impermissible  arrangements. 

The  affected  States  have  appealed  the  disallowance  action(s)  to  the 
Departmental  Appeals  Board  (DAB). 

B.       State  Estimates  for  State  and  Local  Administration  (ADM) 

In  November  2002, 

the  States  estimated  STATE  estimates  for  fy  2C04 

the  Federal  share  of 
State  and  local 
administration  to  be 
$8.2  billion  for 
FY  2003  and 

$8.3  billion  for  spMp 
FY  2004,  a  growth  of  4.3% 
only  1 .8  percent.  The 
FY  2004  estimate  is 
composed  of 
$1.7  billion  for 

Medicaid  management  information  systems  (MMIS)  design,  development,  and 
operation,  immigration  status  verification  systems,  and  non-MMIS  automated 
data  processing  activities;  $0.3  billion  for  skilled  professional  medical 
personnel  (SPMP);  and  $6.3  billion  for  salaries,  fringe  benefits,  training,  and 
other  State  and  local  administrative  costs  as  shown.  These  other  costs  include, 
quality  improvement  organizations,  pre-admission  s^ening  and  resident 
review,  nurse  aide  training  and  competency  evaluation  programs,  and  all  other 
general  administrative  costs. 

CMS  adjusted  the  FY  2004  State-submitted  estimates  of  $8.3  billion  to 
compensate  for  recent  State  underestimation  of  State  and  local  administration 
costs  and  to  reflect  a  growth  more  consistent  with  recent  expenditure 
growth  (+$356.6  million).  CMS  also  subtracted  $5.9  million  for 
overestimation  in  the  State-submitted  estimates  of  the  HIPAA  administrative 
simplification  rule  provision  impacts.  The  States  had  included  $106.9  million  in 
their  FY  2004  estimates.  After  these  adjustments,  the  State  and  local 
administration  for  FY  2004  is  estimated  to  be  $8.7  billion,  or  1 .7  percent  higher 
than  the  CMS  adjusted  FY  2003  estimate. 
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Adjustments  to  the  State  Estimates  for  State  and  Local  Administration  Due 
to  Regulation 

Health  Insurance  Portability  and  Accountability  Act  of  1996  (HIPAA) 
Administrative  Simplification  Regulation 

(estimated  FY  2004  spending  is  $101  million) 

The  administrative  simplification  regulation  was  required  by  the  Health 
Insurance  Portability  and  Accountability  Act  of  1996  (HIPAA).  This  regulation 
promotes  the  greater  use  of  electronic  transactions  and  the  elimination  of 
inefficient  paper  forms.  It  establishes  standard  data  content  and  formats  for 
submitting  electronic  claims  and  other  administrative  health  transactions. 
Under  this  regulation  all  electronic  claims  transactions  must  follow  the  single 
standardized  format.  The  regulation  also  includes  new  standards  for  other 
common  transactions  and  coding  standards  for  reporting  diagnoses  and 
procedures  in  the  transactions.  The  regulation  also  outlined  a  process  for 
maintaining  the  format  and  content  of  the  standard  transactions  system. 

The  original  deadline  for  compliance  with  the  electronic  transaction  rule  was 
October  16,  2002,  for  all  covered  entities  except  small  health  plans,  which  by 
law  had  an  additional  year.  Last  year,  in  the  Administrative  Simplification 
Compliance  Act,  Congress  authorized  a  1-year  extension  to  October  16,  2003, 
for  those  covered  entities  required  to  comply  in  2002.  Covered  entities 
submitted  an  extension  plan  to  obtain  this  extension. 

C.       Vaccines  for  Children  Program 

The  current  FY  2004  estimate  for  the  Vaccines  for  Children  (VFC)  program  is 
$980.2  million.  This  represents  a  decrease  of  $76.0  million  from  the  current 
FY  2003  estimate  of  $1,056.2  million. 
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Performance  Goal  MM  A2-04  -  Increase  the  Percentage  of  Medicaid  Two-Year  Old 
Children  Who  Are  Fully  Immunized 


D.       Medicaid  State  Survey  and  Certification 

The  purpose  of  survey  and  certification  inspections  for  nursing  facilities  and 
intermediate  care  facilities  for  the  mentally  retarded  in  FY  2004  is  to  ensure  that 
Medicaid  beneficiaries  are  receiving  quality  care  in  a  safe  environment.  The 
current  FY  2004  estimate  for  Medicaid  State  survey  and  certification 
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is  $242.8  million.  This  represents  an  increase  of  $14.2  million  above  the 
current  FY  2003  estimate  of  $228.6  million.  This  increased  funding  level  will 
support  increasing  workload  requirements  and  costs  associated  with  survey  and 
certification  activities,  to  include  the  direct  State  survey  costs  associated  with 
ensuring  nursing  home  quality.  During  FY  2004,  the  Federal  Medicaid  survey 
and  certification  funding  support  for  Nursing  Home  Oversight  Improvement 
Program  activities  is  projected  at  $44  million. 
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Performance  Goal  MMA5-04  -  Improve  Health  Care  Quality  Across  Medicaid  and  the  State 
Children^  Health  Insurance  Program  (SCHIP)  


E.       State  Medicaid  Fraud  Control  Units 

In  FY  2004,  State  Medicaid  fraud  control  unit  operations  are  estimated  to 
require  $  124.8  million.  This  represents  an  increase  of  $4.5  million  over  the 
FY  2003  funding  level  of  $120.3  million. 
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Performance  Goal  MMA4-04  -  Assist  States  in  Conducting  Medicaid  Payment  Accuracy 
Studies  for  the  Purpose  of  Measuring  and  Ultimately  Reducing  Medicaid  Payment  Error  Rates 

VHI.  Impact  of  Proposed  Legislation 

A  number  of  legislative  proposals  are  being  presented.  The  proposals  include  a  major 
reform  of  Medicaid  and  the  State  Children's  Health  Insurance  Program  (SCHIP),  as 
well  as  other  legislative  proposals.  The  other  legislative  proposals  are  described  below. 

A.       Medicaid  Prescription  Drug  Proposal 

Pharmaceutical  manufacturers  must  pay  a  rebate,  shared  between  the  States  and 
Federal  government,  on  prescription  drugs  dispensed  to  Medicaid  beneficiaries. 
Under  current  law,  this  rebate  equals  the  larger  of  1 5. 1  percent  of  the  average 
manufacturer's  price  (AMP)  or  the  difference  between  AMP  and  the 
manufacturer's  best  price. 

Over  the  past  year,  it  has  become  evident  that  the  best  price  component  of  the 
rebate  can  be  confusing,  as  it  is  not  always  clear  which  prices  a  manufacturer 
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must  include  when  calculating  and  reporting  to  CMS  its  best  price.  In  addition, 
best  price  may  serve  to  limit  the  discounts  that  private-sector  purchasers  are 
able  to  negotiate  with  pharmaceutical  manufacturers. 

Unlike  the  FY  2003  President's  budget,  the  FY  2004  President's  budget  does 
not  include  any  specific  proposals  with  respect  to  Medicaid  drug  coverage  and 
payment.  Instead,  the  Administration  would  like  to  work  with  the  relevant 
Congressional  Committees  on  a  policy  that  will  increase  the  efficiency  of 
Medicaid  drug  coverage  and  payment. 

Five-year  budget  impact:  Savings  of  $5  billion 
Ten-year  budget  impact:  Savings  of  $13.2  billion 

B.  Spousal  Exemption 

This  legislative  proposal  would  continue  Medicaid  eligibility  under 
section  1619  of  the  Social  Security  Act  for  spouses  of  disabled  individuals  who 
return  to  work  in  the  same  duration  and  manner  as  Medicaid  eligibility  for  the 
disabled  individuals  themselves. 

Five  year  budget  impact:  $95  million 
Ten  year  budget  impact:  $238  million 

C.  New  Freedom  Initiative 

This  legislative  proposal  would  re-propose  three  demonstrations  that  are  part  of 
the  New  Freedom  Initiative.  The  demonstrations  will  increase  family  supports, 
provide  access  to  respite  services,  and  allow  States  to  serve  children  with 
serious  emotional  disturbances  in  community  settings.  The  three 
demonstrations  are: 

■  Community  Alternative  to  Children 's  Residential  Treatment  Facilities- 
Enabling  States  to  offer  home  and  community -based  services  to 
children  who  would  otherwise  be  served  in  psychiatric  residential 
treatment  facilities  (RTFs).  This  demonstration  would  permit  the 
delivery  of  intensive  mental  health  services  for  children  in  their  homes 
and  communities  and  allow  the  Department  to  evaluate  the  cost  of 
providing  these  services  outside  of  RTFs. 

■  Respite  for  Caregivers  of  Adults-  Allowing  States  to  include  respite  care 
coverage  as  a  Medicaid  service  under  a  capped  budget.  The 
demonstration  will  test  whether  respite  care,  or  temporary  care  that 
offers  support  to  family  caregivers,  will  reduce  caregiver  "burn  out"  that 
often  leads  to  institutionalization. 
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■    Respite  for  Caregivers  of  Children  with  a  Disability-  A  similar 

demonstration  will  allow  States  to  provide  respite  care  to  caregivers  of 
children  with  substantial  disabilities.  This  demonstration  will  enable 
HHS  to  collect  specific  data  about  the  cost  and  utilization  of  respite 
services  for  caregivers  of  children. 

Five  year  budget  impact:  $217  million 
Ten  year  budget  impact:  S778  million 

D.  "Money  Follows  the  Individual"  Re-balancing  Demonstration 

This  legislative  proposal  would  create  a  five-year  demonstration  that  finances 
services  for  individuals  who  transition  from  institutions  to  the  community. 
Federal  grant  funds  would  pay  the  full  cost  of  home  and  community-based 
waiver  services  for  one  year,  after  which  the  participating  States  would  agree  to 
continue  care  at  the  Medicaid  matching  rate.  By  providing  services  to  help 
individuals  live  full  lives  in  the  community,  and  by  requiring  States  to  reduce 
institutional  long-term  care  spending,  either  by  converting  nursing  facility  beds 
to  home  and  community  based  services  waiver  slots  or  through  other 
mechanisms,  this  proposal  supports  the  President's  New  Freedom  Initiative  and 
the  Executive  Order  on  the  implementation  of  the  Supreme  Court's  Olmstead 
decision. 

Five  year  budget  impact:  $1.75  billion 
Ten  year  budget  impact:  $1.75  billion 

E.  Presumptive  Eligibility  for  Community-Based  Services 

This  legislative  proposal  would  establish  a  State  option  enabling  Medicaid 
presumptive  eligibility  for  institutionally  qualified  individuals  who  are 
discharged  from  hospitals  into  the  community.  Allowing  presumptive 
eligibility  for  this  group  is  intended  to  increase  the  number  of  Medicaid 
beneficiaries  able  to  make  the  transition  from  institutional  care  to  home  and 
community-based  services. 

Budget  Impact:  Negligible. 

F.  Pay  Nursing  Homes  Directly  for  Services  to  Residents  Electing  Hospice 
Care 

When  a  resident  of  a  nursing  home  chooses  hospice  care,  Medicaid  law  requires 
States  to  pay  hospice  programs,  not  only  for  the  hospice  services  they  provide, 
but  also  for  the  room  and  board  and  related  care  provided  by  the  nursing  home. 
The  hospice  program  then  passes  along  payment  to  the  nursing  home.  The 
Administration  proposes  to  change  this  requirement  so  that  States  would  pay 
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each  provider,  the  hospice  program  and  the  nursing  home,  directly  for  the  care  it 
furnishes.  This  would  reduce  the  administrative  burdens  on  States  and  hospice 
programs,  permit  faster  payments  to  nursing  homes,  and  assure  that  each 
provider  is  paid  the  correct  amount. 

Five-year  budget  impact:  None 
Ten-year  budget  impact:  None 

G.  Extend  SCHIP  Funds 

Please  refer  to  the  State  Children's  Health  Insurance  Program  section  for  the 
description  of  this  proposal. 

H.  Additional  Funding  for  VFC  Program 

In  1995,  the  Federal  government  established  a  reliable  and  efficient  method  for 
central  acquisition  of  routine  childhood  vaccines  for  Medicaid-eligible, 
uninsured,  and  underinsured  children.  Three  improvements  are  being  proposed. 
First,  the  statutorily  required  stockpile  would  be  filled  in  ways  that  ensure 
against  supply  disruption.  Second,  the  price  cap  on  tetanus-diphtheria  booster 
will  be  lifted  so  that  VFC-eligible  children  can  receive  the  vaccine.  The  price 
cap  has  discouraged  manufacturers  from  selling  this  vaccine  to  VFC.  Third, 
VFC-eligible  underinsured  children  would  be  assured  greater  access  to  vaccines 
by  permitting  VFC  payments  to  State  and  local  public  health  departments  (in 
addition  to  community  health  centers  and  Federally-qualified  health  centers). 

Five-year  budget  impact:  $8 1 0  million 
Ten-year  budget  impact:  $  1 .6 1  billion 

I.  Extend  and  Simplify  Transitional  Medical  Assistance 

Transitional  Medical  Assistance  (TMA)  was  created  to  provide  health  coverage 
for  former  welfare  recipients  after  they  entered  the  workforce.  TMA  extends  up 
to  a  year  of  health  coverage  to  families  who  lose  eligibility  for  welfare-related 
Medicaid  due  to  earnings  from  employment.  This  provision  was  set  to  expire 
September  30,  2002  and  is  currently  authorized  by  Congress  via  a  continuing 
resolution.  The  Administration  proposes  a  five-year  extension. 

The  Administration  also  proposes  to  simplify  TMA  by  providing  States  with  the 
option  to  eliminate  TMA  reporting  requirements  and  to  provide  12  months  of 
continuous  TMA  eligibility.  This  proposal  would  also  waive  TMA 
requirements  for  States  in  which  the  income  eligibility  level  for  families  is 
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already  185  percent  of  the  Federal  poverty  level  (FPL)  or  above  and  would 
provide  TMA  beneficiaries  with  a  "health  coupon"  to  purchase  private  health 
insurance. 

Five  year  budget  impact:  $2.69  billion 
Ten  year  budget  impact:  $2.69  billion 

J.       Extension  of  Premium  Assistance  for  QI-ls 

Medicaid  currently  pays  Medicare  premiums  for  certain  qualifying  individuals 
(QIs)  --  low-income  Medicare  beneficiaries  with  incomes  of  120-135  percent  of 
poverty  and  minimal  assets.  This  provision,  which  was  scheduled  to  sunset  in 
September  2002  (but  has  been  carried  forward  from  December  31,  2002  under  a 
series  of  continuing  resolutions),  would  be  continued  though  FY  2008. 

Medicaid  would  continue  to  pay  Part  B  premium  costs  for  QI-ls,  with 
100  percent  Federal  funding,  subject  to  a  spending  limit.  This  benefit  supports 
low-income  elderly  who  otherwise  would  have  to  pay  nearly  six  percent  of  their 
income  for  physician  and  other  services  under  Medicare  Part  B. 

Five  year  budget  impact:  $645  million 
Ten  year  budget  impact:  $645  million 

K.      Special  Enrollment  Period  in  the  Group  Market  for  Medicaid/SCHIP 
Eligibles 

This  legislative  proposal  would  make  it  easier  for  Medicaid  and  SCHIP 
beneficiaries  to  enroll  in  private  health  insurance,  by  making  eligibility  for 
Medicaid  and  SCHIP  a  trigger  for  private  health  insurance  enrollment  outside 
the  plan's  open  season.  This  proposal  will  help  States  implement  premium 
assistance  programs  in  Medicaid  and  SCHIP. 

Budget  Impact:  Negligible 

L.       SSA  Disability  Determinations 

The  Social  Security  Administration  has  proposed  a  management  improvement 
initiative  that  has  an  impact  on  the  Medicaid  program.  The  proposal  establishes 
a  standard  for  accuracy  in  SSI  disability  awards  identical  to  the  one  that  applies 
to  the  Social  Security  Disability  Insurance  Program.  This  provision  will  help 
ensure  that  only  individuals  who  are  disabled  will  receive  SSI  disability  benefits 
and  related  Medicaid  coverage. 

Five  year  budget  impact:  Savings  $2 1 5  million 
Ten  year  budget  impact:  Savings  $1,227  billion 
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M.      Mandatory  Review/Adjustment  of  Child  Support  Orders 

States  would  be  required  to  review  all  aspects  of  all  child  support  cases  at  least 
once  every  three  years.  More  frequent  case  reviews  will  lead  to  more  children 
being  awarded  health  insurance  coverage  as  part  of  their  child  support  award. 
As  a  result,  some  children  will  no  longer  need  Medicaid  at  all,  while  others  will 
still  be  eligible  for  Medicaid  but  will  rely  mainly  on  private  insurance  to  pay 
their  bills. 

Five-year  budget  impact:  Savings  $40  million 
Ten- year  budget  impact:  Savings  $2 1 0  million 

N.       Tax  Credits  for  Health  Insurance 

This  proposal  provides  a  refundable  tax  credit  for  low-  and  middle-income  level 
Americans  to  purchase  health  insurance  coverage  in  the  individual  market.  The 
credit,  which  would  not  be  limited  to  Medicaid  recipients,  would  subsidize  up  to 
90  percent  of  coverage  for  lower  income  families  ($89  billion  over  ten  years). 
The  Department  of  the  Treasury's  General  Explanations  of  the  Administrations ' 
Fiscal  Year  2004  Revenue  Proposals  (known  as  the  Blue  Book)  explains  all  of 
the  Administration's  tax  proposals. 
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Payments  to  the  Health  Care  Trust  Funds 

Appropriation  Language 

For  payment  to  the  Federal  Hospital  Insurance  and  the  Federal  Supplementary  Medical 
Insurance  Trust  Funds,  as  prowded  under  section  1844  of  the  Social  Security  Act, 
sections  103(c)  and  111(d)  of  the  Social  Security  Amendments  of 1965,  section  278(d) 
of  Public  Law  97-248,  and  for  administrative  expenses  incurred  pursuant  to 
section  201(g)  of  the  Social  Security  Act,  $95,084,100,000. 
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Amounts  Available  for  Obligation 
( dollars  in  thousands) 

FY  2002             FY  2003  FY  2004 

Actual  President's  Budget  1/  Estimate 

Appropriation: 

Annual                          $81,979,200          $81,471,216  $95,084,100 

Funds  Lapsing: 

Program  Management 
administrative  expense 
Federal  payment  for  SMI 

Payback  in  FY  2002  for 
FY  2001  shortfall  (with 
interest,  non-add)  [1,612,011] 

Anticipated  shortfall 

(not  appropriated;  non-add)         —  [2,999,000] 

Anticipated  payback  for 
FY  2003  shortfall  (with 

interest,  non-add)  —  —  [3,035,0001 


Total 

Obligations  $78,962,175         $81,471,216  $95,084,100 

1/  This  column  reflects  the  current  estimate  for  FY  2003.  The  appropriation  amount  is 
the  same  as  the  FY2003  President's  Budget.  The  current  estimate  reflects  an  anticipated 
shortfall  of  $2,999,000,000. 


-2,781 
-3,014,244 
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Summary  of  Changes 


2003  President's  Budget 

2004  Estimate 
Net  Change 


$81,471,216,000 
$95.084.100,000 
+$13,612,884,000 


Changes: 


FY  2003  FY  2004 

President's  Budget     Change  From  Base 


1 .  Federal  Payment  for 
Supplementary  Medical 
Insurance 


$80,905,000,000  +$13,613,000,000 


2.  Hospital  Insurance  for 
the  Uninsured 


225,000,000 


-28,000,000 


3 .  Hospital  Insurance  for 
Uninsured  Federal 
Annuitants 


168,000,000 


4.  Program  Management 
Administrative  Expense 


73.216,000 


+27,884,000 


Net  Change 


$81,471,216,000  +$13,612,884,000 
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Budget  Authority  by  Activity 

(dollars  in  thousands) 

FY  2002              FY  2003  FY  2004 

Actual  President's  Budget  Estimate 

Supplementary 

Medical  Insurance  $81,332,000  $80,905,000  $94,518,000 
Hospital  Insurance 

for  the  Uninsured                   292,000                225,000  197,000 

Hospital  Insurance 
for  Uninsured 

Federal  Annuitants  150,000  168,000  168,000 

Program  Management 
Administrative 

Expenses  205,200  173,216  201,100 

Total  Budget 

Authority  $81,979,200           $81,471,216  $95,084,100 
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Budget  Authority  by  Object 

(dollars  in  thousands) 

FY  2002  FY  2003  FY  2004 

Actual        President's  Budget  Estimate 


Grants,  subsidies  and 

contributions  S8 1,332,000  $80,905,000  $94,518,000 
Insurance  claims  and 

indemnities  442,000  393,000  365,000 

Undistributed  1/  205,200  173,216  201.100 

Total  Budget 

Authority  $81,979,200  $81,471,216  $95,084,100 

1/   This  activity,  which  pays  back  the  HI  Trust  Fund  for  funds  advanced  on  behalf  of 
the  General  Fund,  is  reported  in  the  Object  Class  schedule  as  "undistributed".  This  is 
done  to  prevent  duplicate  reporting  of  these  costs  which  are  accounted  for  in  the 
Program  Management  Object  Class  schedule. 
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General  Statement 

The  annual  appropriation  for  the  Payments  to  the  Health  Care  Trust  Funds  account 
makes  payments  from  the  General  Fund  to  the  Hospital  Insurance  (HI)  and  the 
Supplementary  Medical  Insurance  (SMI)  Trust  Funds.  These  payments  make  the  trust 
funds  whole  for  certain  costs  initially  home  hy  the  trust  funds  which  are  properly 
charged  to  general  funds,  and  provide  the  SMI  Trust  Fund  with  the  general  fund 
contribution  for  the  cost  of  the  SMI  program. 

Through  this  appropriation,  the  trust  funds  are  made  whole  for  Medicare  benefits, 
administrative  costs,  and  related  interest  for  payments  made  on  behalf  of  beneficiaries 
who  were  not  insured  for  Medicare  at  the  beginning  of  the  program  but  were  deemed  to 
be  so  under  transitional  provisions  of  the  law.  Similarly,  the  appropriation  makes  the 
trust  funds  whole  for  costs  related  to  civil  service  annuitants  who  earned  coverage  for 
Medicare  under  transitional  provisions  enacted  when  Medicare  coverage  was  first 
extended  to  Federal  employees.  This  appropriation  also  reimburses  the  HI  Trust  Fund 
for  that  portion  of  the  administrative  costs  of  the  Centers  for  Medicare  &  Medicaid 
Services,  initially  borne  by  the  Hospital  Insurance  Trust  Fund,  which  is  properly 
chargeable  to  general  funds,  e.g.,  Federal  administrative  costs  for  the  Medicaid  program. 

This  appropriation  also  includes  the  Federal  match  for  premiums  paid  by  or  for 
individuals  voluntarily  enrolled  in  the  SMI  program,  also  referred  to  as  Part  B  of 
Medicare.  The  Part  B  premium  for  all  beneficiaries  is  currently  set  to  cover  25  percent 
of  the  estimated  incurred  benefit  costs  for  aged  beneficiaries.  The  Federal  match, 
supplemented  with  interest  payments  to  the  SMI  Trust  Fund,  covers  the  remaining 
benefit  costs  of  both  aged  and  disabled  beneficiaries. 

Federal  Contribution  for  SMI 

The  estimate  of  $94.5  billion  for  the  FY  2004  Federal  Contribution  for  SMI  is  a  net 
increase  of  $1 3.6  billion  over  the  FY  2003  appropriation  request.  The  cost  of  the 
Federal  match  continues  to  rise  from  year  to  year  because  of  beneficiary  and  program 
growth. 
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The  following  table  of  the  SMI  Federal  contribution  share  of  the  appropriation  displays 
the  adjustments  in  FY  2002  and  the  relationship  to  the  FY  2004  appropriation  request: 

(dollars  in  thousands) 

FY  2002  FY  2003  FY  2004 

Amount  needed  for  Federal 
SMI  contribution  (prior  to 

adjustments)  $76,705,745  $80,905,000  $91,483,000 

Adjustments: 

Payback  in  FY  2002 
forFY2001  Shortfall 
(with  interest)  +1,612,011 

Funds  lapsing  +3,014,244 

Anticipated  shortfall  (non- 

add;  not  appropriated)  —  [2,999,000] 

Anticipated  Payback  for  Shortfall 
(with  interest,  included  in  Annual 

appropriation  —  —  3,035,000 

Appropriation  for  Federal 

SMI  contribution  $81,332,000  $80,905,000  $94,518,000 

Change  from  prior  year  +$  1 3,61 3,000 
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Hospital  Insurance  for  the  Uninsured 

The  FY  2004  estimate  of  $197  million  for  Hospital  Insurance  for  the  Uninsured  is 
$28  million  lower  than  the  FY  2003  appropriation  request  of  $225  million.  Because  this 
payment  is  for  a  closed  and  shrinking  population,  the  amount  of  this  payment  decreases 
each  year. 

Hospital  Insurance  for  Uninsured  Federal  Annuitants 

The  FY  2004  estimate  of  $168  million  for  Hospital  Insurance  for  Uninsured  Federal 
Annuitants  is  the  same  as  the  FY  2003  appropriation  request.  The  FY  2004  estimate 
reflects  an  increase  in  the  number  of  covered  individuals  who  are  currently  enrolled. 

Program  Management  Administrative  Expenses 

The  FY  2004  estimate  of  $201.1  million  to  reimburse  the  HI  Trust  Fund  for  Program 
Management  administrative  expenses  is  $27.9  million  more  than  the  FY  2003 
appropriation  request  of  $173.2  million. 
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Permanent  Budget  Authority  by  Activity 

A  permanent  indefinite  appropriation  of  general  funds  for  the  taxation  of  Social  Security 
benefits  is  made  to  the  HI  Trust  Fund  through  the  Payments  to  Health  Care  Trust  Funds 
account.  In  addition,  the  following  permanent  appropriations  associated  with  the  Health 
Care  Fraud  and  Abuse  Control  (HCFAC)  account  will  pass  through  the  Payments  to  the 
Health  Care  Trust  Funds  account:  FBI,  Criminal  Fines,  and  Civil  Monetary  Penalties. 

(dollars  in  thousands) 

FY  2002  FY  2003  FY  2004 

Actual  President's  Budget  1/  Estimate 

Tax  on  OASDI 

Benefits                               $10,946,000  $7,780,000  $8,348,000 

HCFAC,  FBI                               101,000  114,000  114,000 

HCFAC,  Criminal  Fines  440,000  4,000  4,000 
HCFAC,  Civil 

Monetary  Penalties  0  7,000  7,000 

Permanent 

Budget  Authority                    $11,487,000  $7,905,000  $8,473,000 

If  This  column  reflects  the  current  estimate  for  FY  2003.  Budget  authority  in  the  FY  2003 
President's  budget  was  $8,866,900,000.  The  principal  reason  for  the  decrease  is  a  lower 
estimate  related  to  Tax  on  OASDI. 
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Health  Maintenance  Organization  Loan 
and  Loan  Guarantee  Fund 


Appropriation  Language 


For  carrying  out  subsections  (d)  and  (e)  of  section  1308  of  the  Public  Health  Service 
Act,  any  amounts  received  by  the  Secretary  in  connection  with  loans  and  loan 
guarantees  under  title  XIII  of  the  Public  Health  Service  Act,  to  be  available  without 
fiscal  year  limitation  for  the  payment  of  outstanding  obligations.  During 
fiscal  year  2004,  no  commitments  for  direct  loans  or  loan  guarantees  shall  be  made. 


111-33 


888 


OTHER  APPROPRIATED  ACCOUNTS 


HEALTH  MAINTENANCE  ORGANIZATION 
LOAN  AND  LOAN  GUARANTEE  FUND 


Language  Analysis 


Language  Provision 

For  carrying  out  subsections  (d)  and 
(e)  of  section  1308  of  the  Public  Health 
Service  Act,  any  amounts  received  by 
the  Secretary  in  connection  with  loans 
and  loan  guarantees  under  title  XIII  of 
the  Public  Health  Service  Act,  to  be 
available  without  fiscal  year  limitation 
for  the  payment  of  outstanding 
obligations. 


Explanation 

Makes  receipts  of  the  fund  available  for 
the  payment  of  obligations,  i.e., 
prepayment  premiums  and  interest 
subsidies. 


During  fiscal  year  2004,  no 
commitments  for  direct  loans  or  loan 
guarantees  shall  be  made. 


This  provision  prohibits  the  issuance  of 
additional  direct  loans  or  loan 
guarantees  to  health  maintenance 
organizations  from  the  Health 
Maintenance  Organization  Loan  and 
Loan  Guarantee  Fund. 
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GENERAL  STATEMENT 

The  Health  Maintenance  Organization  (HMO)  Loan  and  Loan  Guarantee  Fund  served  as 
a  mechanism  to  provide  working  capital  to  HMOs  in  their  initial  operating  periods  when 
financial  deficits  were  expected.  During  the  1 970's,  direct  loans  were  made  to  HMOs 
from  the  Fund.  These  loans  were  then  sold,  with  guarantees,  to  the  Federal  Financing 
Bank  (FFB).  The  Fund  also  guaranteed  the  repayment  of  loans  made  by  private  lenders 
to  HMOs. 

Because  the  Health  Care  Financing  Administration  (HCFA),  now  known  as  the  Centers 
for  Medicare  &  Medicaid  Services  (CMS),  was  becoming  increasingly  responsible  for 
coordinated  care,  the  Public  Health  Service's  HMO  program  was  transferred  to  HCFA  in 
1 985.  Included  in  this  transfer  was  the  HMO  Loan  and  Loan  Guarantee  Fund. 

The  HMO  Loan  and  Loan  Guarantee  Fund  is  now  dormant.  The  last  loan  commitments 
were  made  in  1983.  In  its  period  of  active  operation,  the  fund  operated  as  a  revolving 
fund.  Direct  loans  to  HMOs  were  sold,  with  a  guarantee,  to  the  FFB.  The  FFB 
purchase  proceeds  were  then  used  as  capital  for  additional  direct  loans. 

In  the  past,  CMS  collected  principal  and  interest  payments  from  HMO  borrowers,  and  in 
turn  paid  the  FFB.  When  loans  were  prepaid,  CMS  rarely  collected  a  prepayment 
penalty  because  most  of  the  loan  agreements  did  not  have  a  prepayment  penalty  clause. 
However,  when  CMS  repaid  the  loan  to  the  FFB,  a  prepayment  penalty  was  incurred, 
and  an  obligation  was  created. 

In  FY  1995,  the  Congress  appropriated  $15  million  to  the  HMO  Loan  and  Loan 
Guarantee  Fund  so  that  repayments  could  be  made  to  the  FFB.  It  is  no  longer  necessary, 
however,  to  make  repayments  because  the  FFB  has  been  paid  in  full  for  the  loans. 

Currently,  the  unobligated  balance  in  the  Fund  is  $10.5  million.  It  is  anticipated  that 
this  balance  will  be  withdrawn  at  the  end  of  FY  2004  and  the  account  will  expire. 
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President's  Management  Agenda  —  Policy 


HUMAN  CAPITAL 

1 .  Background  &  Overview  of  FY  2002/2003  Activities 

In  November  2001,  the  Centers  for  Medicare  &  Medicaid  Services  (CMS),  in 
conjunction  with  the  Department  of  Health  and  Human  Services  (DHHS),  developed  a 
2-year  Action  Plan  designed  to  support  the  objectives  outlined  in  The  President's 
Management  Agenda.  This  inaugural  Action  Plan  covered  the  period  October  I,  2001 
through  September  30,  2003,  and  focused  on  key  human  capital  management  areas  such 
as  consolidating  administrative  functions,  organizational  de-layering  and  restructuring, 
competitive  soureing,  FTE  reduction,  hiring  restrictions,  and  recruitment  and  hiring. 

To  date,  CMS  and  DHHS  have  met  with  considerable  success  in  using  the  Action  Plan 
as  the  foundation  for  attaining  many  of  the  objectives  outlined  in  The  President 's 
Management  Agenda.  For  example,  in  FY  2002,  CMS  identified  1 6  organizations  that 
exceeded  the  maximum  target  level  of  four  management  layers  and  completed  de- 
layering  efforts  in  all  16  areas.  In  the  area  of  consolidation,  all  CMS  administrative 
functions  (e.g.,  budget/financial  management,  human  resource  management,  public 
affairs,  and  legislative  affairs)  were  either  consolidated  or  determined  to  be  operating  at 
a  necessary  level  of  separation  due  to  legitimate  business  considerations.  Further,  CMS 
has  worked  closely  with  DHHS  to  consolidate  its  human  resources  management,  public 
affairs,  and  legislative  affairs  functions;  we  anticipate  that  each  of  these  consolidation 
efforts  will  be  concluded  before  the  end  of  FY  2003. 

In  May  2002,  CMS's  multiple  information  technology  (IT)  infrastructure  support 
contracts  were  merged  into  a  consolidated  contract.  In  FY  2003,  CMS  will  continue  to 
conduct  detailed  workforce  analysis  and  planning  related  to  its  IT  workforce  and 
organizational  structure,  and  will  also  focus  on  the  relationship  between  these  issues 
and  the  consolidated  IT  contract.  CMS  also  made  significant  progress  in  eliminating  a 
number  of  administrative  positions  (e.g.,  facilities  management  and  human  resources) 
via  redeployment  and  attrition  during  FY  2002,  and  we  are  confident  that  we  will  fully 
meet  the  FY  2003  target  of  93  administrative  position  reductions  through  the  use  of 
Voluntary  Early  Retirement  Authority  (approved  for  the  period  October  1 ,  2002  - 
September  30,  2003),  as  well  as  through  additional  attrition  and  re-deployments. 

Because  of  our  successes  with  the  earlier  Action  Plan,  and  because  we  anticipate  that 
many  of  the  key  issues  facing  CMS  in  FY  2004  will  be  closely  related  to  issues  existing 
in  FY  2002  and  FY  2003,  the  underlying  principles  and  approaches  employed  in  that 
original  plan  have  served  as  a  blueprint  for  developing  the  FY  2004  budget  request  and 
strategic  human  capital  management  planning  initiatives.  The  information  that  follows 
provides  an  update  on  FY  2002/2003  restmcturing  activities  and  introduces  CMS's 
FY  2004  Strategic  Management  of  Human  Capital  Action  Plan  (the  next  iteration  of  the 
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original  CMS  Action  Plan),  The  goal  of  this  plan  is  to  build  upon  earlier  successes  to 
achieve  results  consistent  with  the  principles  of  The  President 's  Management  Agenda, 

1.  e.,  to  foster  the  effective  management  of  the  Agency's  human  capital  in  a  citizen- 
centered,  results-oriented,  and  market-based  manner.  CMS  is  committed  to  ensuring 
that  the  new  plan  supports  and  enhances  completion  of  the  work  begun  in  FY  2002  - 
2003,  so  that  the  success  of  these  earlier  efforts  can  ultimately  be  measured  by  actual 
performance  and  results,  rather  than  just  by  the  development  of  a  well-intentioned  plan. 

2.  FY  2002/2003  Restructuring  Activities 

By  the  end  of  FY  2003,  CMS  will  reduce  by  93  the  number  of  staff  performing  certain 
administrative  functions.  These  reductions  will  be  accomplished  through  various 
restracturing  activities,  such  as  consolidation,  attrition,  and  redeployment  of  staff  to 
front-line  program  positions.  In  most  cases,  redeployed  staff  will  require  retraining. 
Additionally,  to  facilitate  these  reductions  and  avoid  the  need  to  undergo  a  reduction  in 
force,  CMS  will  offer  voluntary  early  retirement  to  employees  in  the  Human  Resources 
Management  Group,  Learning  Resources  Group,  Office  of  Equal  Opportunity  and  Civil 
Rights  (260  series)  and  Administrative  Services  Group,  as  well  as  employees  occupying 
positions  in  the  information  technology  (334,  221 0)  and  general  administrative,  clerical 
and  office  services  group  (e.g.,  GS-301,  GS-303,  GS-318,  GS-340,  GS-341,  GS-343, 
and  GS-391).  The  window  for  voluntary  early  retirement  is  October  1,  2002,  through 
September  30,  2003.  Throughout  this  period,  the  Human  Resources  Management 
Group  will  be  monitoring  attrition  against  reduction  goals.  Reductions  that  are  not  met 
through  attrition  will  be  accomplished  through  redeployment.  Below  is  a  table 
illustrating  the  functional  areas  affected  by  these  staff  reductions  and  the  estimated 
number  of  position  reductions  in  each  area  to  be  accomplished  via  either  attrition  or 
redeployment. 


Functional  Area 

Total  Number  of 
Positions  Affected 

Projected  Method(s) 
of  Reduction 

Public  Affairs 

3 

Attrition  (2  positions) 
Redeployment  (1  position) 

Research 

6 

Attrition  (3  positions) 
Redeployment  (3  positions) 

Information  Technology 

4 

Attrition  (4  positions) 

Financial  Management 

4 

Attrition  (2  positions) 
Redeployment  (2  positions) 

Facilities  Management 

10 

Attrition  (4  positions); 
Redeployment  (6  positions) 

Human  Resources  Management 

23 

Attrition  (13  positions); 
Redeployment  (10  positions) 

Administrative  Management 

43 

Attrition  (7  positions); 
Redeployment  (36  positions) 

TOTALS: 

Attrition  (35  positions); 
Redeployment  (58  positions) 
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3,  Key  Initiatives  in  the  FY  2004  Strategic  Management  of  Human  Capital  Action 
Plan 

In  FY  2004,  we  anticipate  that  the  key  human  capital  management  focus  will  be 
enhancing  the  skills  capacity  in  certain  critical  occupations  such  as  information 
technology,  clinicalhealth,  and  management/leadership.  This  will  be  accomplished 
through  strategic  initiatives  in  each  of  these  major  occupational  areas. 

Information  Technology  (IT) 

CMS's  IT  workforce  is  almost  9  percent  of  the  Agency's  employment  base  and  IT  plays 
a  key  role  in  CMS's  mission.  Over  the  next  several  years,  CMS's  mission-critical 
operations  will  have  an  on-going  need  for  state-of-the-art,  highly  secure  Medicare 
databases,  claims  processing  systems,  web-based  beneficiary  infonnation  dissemination 
took.  etc. 

CMS,  together  with  the  Department,  will  determine  the  steps  needed  to  rectify  skill  mix 
issues.  CMS  will  monitor  staffing  changes  and  develop  a  strategy  for  restructuring  the 
organizations  that  perform  IT  work.  CMS  will  backfill  the  necessary  number  of 
relevant  positions  to  support  the  new  IT  environment. 

Clinical/Health 

Everything  CMS  does  has  a  clinical  implication.  However,  CMS's  workforce  planning 
initiative  has  identified  a  significant  gap  between  the  number  of  chnical/health  care 
professionals  currently  on  board  and  the  number  of  such  individuals  needed  to  meet  the 
mission  critical  needs  of  the  Agency.  We  continue  to  experience  difficulty  with 
recruitment  and  retention  of  expert  clinical  professionals.  CMS  is  committed  to 
eliminating  this  critical  skills  gap  over  the  next  several  years.  CMS  has  developed  a 
Clinical  Workforce  Strategy  that  includes  apian  to  fill  this  gap.  and  has  recently 
announced  a  Health  Scholars  Program  designed  to  foster  a  partnership  between  CMS 
and  professional  health  care  associations.  We  are  hopeful  that,  through  two  programs, 
CMS  will  be  able  to  significantly  improve  the  skills  capacity  in  the  clinical/health  areas. 

Management/Leadership 

Traditionally,  CMS  managers  have  been  selected  for  their  technical  expertise  rather 
than  for  their  leadership  and  management  skills.  CMS's  Leadership  and  Management 
Development  Strategy?  (LMDS),  an  integrated,  competency-based  system  that  includes 
recruitment/selection,  continuous  learning,  performance  planning  and  appraisal,  and 
rewards  and  recognition,  is  based  on  the  theory  that  better  managers  will  be  more 
results-oriented  and  customer-focused. 

In  FY  2002,  CMS  implemented  a  competency-based  recruitment  and  selection  process 
for  non-SES  managers.  During  FY  2003,  full  implementation  of  competency-based 
performance  appraisal  and  awards  and  recognition  programs  are  scheduled  to  occur.  In 
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FY  2004,  CMS  plans  to  establish  baseline  information  on  the  level  of  proficiency  of 
CMS's  managers  vis-a-vis  the  standard  leadership  competencies,  determine  those 
leadership  competencies  most  frequently  needed  in  CMS,  and  begin  to  track  progress  in 
retooling  CMS's  managerial  workforce. 

In  summary,  in  FY  2002/2003,  CMS's  efforts  in  restructuring  are  focused  on  de- 
layering  and  consolidation  of  administrative  functions  with  the  aim  of  placing  more  of 
its  resources  in  program  areas  that  can  have  a  direct  impact  on  the  customer.  In 
FY  2004,  CMS  will  focus  on  addressing  skills  imbalances  in  certain  mission  critical 
areas,  including  IT,  clinical/health,  and  management/leadership,  using  current  personnel 
flexibilities,  along  with  special  authoriiies  such  as  voluntary  early-out  authority. 
Appendix  A  lists  CMS's  Action  Plan,  with  milestones  and  target  dates,  for  completing 
these  restructuring  activities.  Appendix  B  includes  a  chart  that  illustrates  the  personnel 
flexibilities  and  special  authorities  used  to  accomplish  CMS's  restructuring  objectives 
and  the  cost  of  implementing  such  tools. 

4,  Linking  Human  Capital  Management  Practices  to  CMS's  Strategic  Objectives 
CMS"  's  Restructuring  and  Management  Plan 

On  August  29, 2001,  CMS  implemented  a  comprehensive  Restructuring  and 
Management  Plan  (RAMP)  to  move  the  Agency  toward  being  citizen-centered,  results 
oriented,  market  aware,  and  effective.  This  plan  meets  OMB 's  objectives  to  deploy 
resources  to  direct-service  delivery  positions  that  interact  with  citizens  and  use 
workforce  planning  to  flatten  the  Federal  hierarchy,  increase  the  span  of  control,  and 
reduce  the  time  it  takes  to  make  decisions.  The  RAMP  tbcuses  on  six  primary 
objectives:  (1)  restructuring,  (2)  integrating  budget  and  performance,  (3)  enhancing 
strategic  management  of  human  capital,  (4)  increasing  competitive  sourcing,  (5) 
improving  financial  performance,  and  (6)  expanding  electronic  government — with  each 
of  these  objectives  having  specific  supporting  projects/initiatives.  CMS's  recruitment 
and  retention  policies  and  hiring  plans  directly  link  to  the  RAMP,  thus  supporting  short- 
and  long-term  workforce  needs. 

Recruitment  and  Retention  Strategies  for  Restructuring  CMS 

CMS  faces  numerous  human  capital  challenges.  These  include  the  need  for  a  different 
mix  of  skills  and  knowledge  to  implement  new  functions  created  by  legislation,  an 
expected  doubling  of  annual  retirements  due  to  an  aging  workforce,  and  continuous 
learning  required  to  keep  up  with  new  information  and  health  care  technologies. 

CMS's  recruitment  and  retention  strategies  are  based  on  data  that  reflect  the  size,  age, 
and  diversity  of  the  workforce,  as  well  as  projected  retirements  and  turnover. 
Recruitment  initiatives  currently  underway,  that  are  expected  to  continue  through 
FY  2004,  include  the  Clinical  Workforce  Strategy,  Health  Scholars  Program,  increased 
usage  of  student  and  internship  programs,  partnerships  with  professional,  educational 
and  minority  organizations,  the  establishment  of  a  special  recruitment  team  to  attract 
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high  quality  staff,  and  an  overall  increased  emphasis  on  diversity.  To  enhance 
retention,  CMS  has  a  strong  orientation  program,  a  formal  mentoring  program,  and  has 
implemented  an  exit  interview  process,  as  well  as  a  new  employee  survey.  If  CMS  is  to 
meet  its  current  and  future  human  capital  challenges,  continued  efforts  must  be  placed 
on  the  recruitment  and  retention  of  critical  skills.  As  CMS  continues  to  strengthen  its 
capacity  in  these  areas,  the  Department's  action  plan  for  recruitment  and  retention  will 
serve  as  a  blueprint  for  developing  further  strategies. 

FY 2003/2004  Hiring  Plans 

The  FY  2003  and  FY  2004  hiring  plans  will  continue  to  support  CMS's  critical  mission 
needs  and  restructuring  objectives,  carefully  considering  which  skills  are  needed  to 
supplement  the  staff  already  on-board.  The  plans  will  also  take  into  account  projected 
attrition  through  normal  separation,  as  well  as  through  separation  incentives  with  a 
continued  focus  on  diversifying  CMS's  workforce.  Finally,  CMS  will  monitor  all  merit 
promotion  actions  to  ensure  compliance  with  CMS's  RAMP. 

Appendix  A:  FY  2003  and  FY  2004  Action  Flans:  Major  Milestones 


Fiscal  Year  2003 


Milestone 

Target  Date 

I .  Announce  Voluntary  Early  Retirement  Authority  (VERA) 
(Facilities  Management,  Human  Resources,  IT,  and  Administrative 
Management  positions)  for  the  period  10/01/02  through  09/30/03. 

September  16.  2002 

2.  Develop  CMS  Hiring  Plan  for  FY  2003. 

February  28, 2003 

3.  Reduce  organizational  layers  in  CMS  to  no  more  than  four 
management  levels. 

December  31, 2002 

4.  Analyze  VERA  attrition  for  the  10/01/02-09/30/03  period  to 
determine  staff  re-deployments  in  the  Human  Resources,  Facilities 
Management,  and  Administrative  Management  areas. 

September  30,  2003 

5.  Use  CMS's  Office  of  Information  Services'  workforce  planning 
study  {scheduled  for  completion  in  Spring  2003),  and  factor  in  VERA 
attrition  in  IT  functional  areas  and  additional  skill  imbalance  issues  to 
determine  actions  necessary  to  address  skill  mix  and  balance  issues. 

September  30.  2003 

Fiscal  Year  2004 

Milestone 

Target  Date 

1 .  Develop  process  for  gathering  and  analyziag  baseline  inforrnation 
relevant  to  CMS 's  FY  2002  -FY  2003  non-SES  Managers' 
Performance  Management  System 

October  1,2003 

2.  Develop  CMS  Hiring  Plan  for  FY  2004. 

October  15,  2003 

3.  Review  CMS's  Clinical  Workforce  Strategy  to  determine 
effectiveness  and  potential  need  for  change. 

October  15, 2003 

4.  Conduct  evaluation  of  CMS's  Leadership  and  Management 
Development  Strategy  with  special  emphasis  on  the  effectiveness  of 
''core  competencies" . 

December  3 1.2003 

5.  Readjust  specialized  IT  hiring  plan  based  upon  final  review  of 

actual  losses  and  other  emerging  issues.                                                   May  1 ,  2004 
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Appendix  B:  Human  Capital  Costs  Associated  with  CMS  Restructuring  Initiatives 

Fiscal  Years  2000  Through  2002 


Flexibility  Type 

r  x  £uuu 
Positions 
Involved 

JF  I  XUUU 

Funds 
Involved 

Positions 
Involved 

Funds 
Involved 

Positions 
Involved 

r  x  .iuuz 
Funds 
Involved 

Recruitment  Bonuses 

3 

$47,874 

2 

$36,552 

4 

$81,835 

Retention  Allowances 

5 

$80,717 

6 

$87,132 

6 

$179,191 

Payment  of  Relocation 
Expenses 

34 

$406,604 

14 

$147,893 

23 

$266,000 

Tuitition 
Reimbursement 

N/A 

$47,670 

N/A 

$234,554 

N/A 

$145,151 

PSP 

2 

$35,209 

3 

$53,485 

4 

$134,578 

PCA 

22 

$550,000 

28 

$635,000 

27 

$621,000 

Federal  Career  Intern 

0 

0 

1 

$36,656 

50 

$2,071,515 

Program 

Presidential 
Management  Intern 
Program 

10 

$433,601 

10 

$377,052 

8 

$338,757 

Outstanding  Scholars 

63 

$1,837,069 

31 

$947,599 

8 

$272,113 

Co-op  Program 

20 

$701,606 

10 

$264,354 

6 

$206,135 

Totals: 

159 

$  4,140^50 

105 

$2,820,277 

136 

$4316,275 
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Human  Capital  Costs  Associated  with  CMS  Restructuring  Initiatives  (cont.) 

Fiscal  Years  2003  Through  2004 


Flexibility  Type 

FY  2003 
Positions 
Involved 

FY  2003  Funds 
Involved 

FY  2004 
Positions 
Involved 

FY  2004  Funds 
Involved 

Recruitment  Bonuses 

4 

$60,000 

0 

$0 

Retention  Allowances 

6 

$85,000 

0 

$0 

Payment  of  Relocation 
Expenses 

23 

$240,000 

o 

$0 

Tuition  Reimbursement 

N/A 

$145,000 

N/A 

$240,000 

PSP 

4 

$80,000 

4 

$80,000 

PCA 

ti  30 

$700,000 

32 

$750,000 

Federal  Career  Intern 
Program 

50 

$2,336,600 

50 

$2,430,000 

Presidential 
Management  Intern 
Program 

10 

467,320 

10 

$486,000 

Outstanding  Scholars 

10 

382,000 

10 

$397,280 

!      Co-op  Program 

20 

934,640 

20 

$972,026 

Incentives 

0 

0 

0 

$0 

Student  Loan 
Repayments 

17 

$100,000 

0 

$0 

Assessment  and 
Selection  Tools 

0 

0 

N/A 

$0 

Automated  Position 
Classification  & 
Staffing 

0 

c00,000 

N/A 

$0 

Health  Scholars 
Program  (IP As) 

5 

$500,000 

5 

$500,000 

Totals: 

179 

$6,530,560 

131 

$5,855,306 
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COMPETITIVE  SOURCING 

OMB  Circular  A-76  and  the  Federal  Activities  Inventory  Reform  (FAIR)  Act  of  1998 
require  each  Federal  agency  to  compile  an  inventory,  by  June  30  of  each  year,  which 
classifies  its  activities  as  commercial,  core  commercial,  or  inherently  governmental. 
The  inventory  is  the  basis  for  competitive  sourcing.  Agencies  are  required  to  conduct 
reviews  of  commercial  activities  to  determine  if  it  would  be  more  efficient  and  cost 
beneficial  to  contract  out,  or  outsource,  the  commercial  activity  to  the  private  sector. 

CMS  submitted  its  FY  2003  competitive  sourcing  plan  to  the  Department  in  May  2002. 
This  plan  identified  17  functions  (3 1 5  FTEs)  that  would  be  subject  to  competitive 
sourcing  studies.  These  studies  began  in  October  2002  and  will  continue  through 
September  30,  2003.  In  addition,  CMS  submitted  its  FY  2003  FAIR  Act  inventory  to 
the  Department  on  June  30, 2002.  This  inventory,  which  was  published  in  the  Federal 
Register  in  November  2002,  identified  3,222  positions  as  inherently  governmental  and 
1,297  positions  as  commercial.  It  should  be  noted  that  122  positions  were  transferred 
from  CMS's  FAIR  Act  inventory  to  the  Department  as  a  result  of  the  Department's 
consolidated  Human  Resource  initiative. 

On  December  2, 2002,  CMS  submitted  its  FY  2004  competitive  sourcing  plan  to  the 
Department.  This  plan  identified  1 7  functions  (210  FTEs)  that  will  be  subject  to  a 
competitive  sourcing  study  in  FY  2004.  The  FY  2004  competitive  sourcing  inventory 
will  be  submitted  to  the  Department  by  June  30,  2003.  FY  2004  competitive  sourcing 
studies  will  begin  in  October  2003  and  end  by  September  30,  2004. 

FINANCIAL  MANAGEMENT 

Improving  financial  performance  is  a  top  management  priority  at  CMS.  CMS  continues 
to  make  significant  improvements  especially  in  the  areas  of  timeliness,  reliability,  and 
accountability,  and  are  planning  many  more.  The  following  narrative  summarizes 
CMS's  current  activities  and  future  plans  to  implement  improved  financial 
performance.  It  focuses  on  five  areas:  erroneous  payments,  financial  management 
improvement,  financial  systems,  accountability,  and  integration  of  financial  and 
performance  systems. 

Erroneous  Payments:  Wc  have  implemented  aggressive  efforts  to  reduce  fraud  and 
abuse  in  both  the  Medicare  and  Medicaid  programs. 

o  Medicare:  One  of  CMS's  key  goals  is  to  pay  claims  properly  the  first  time.  This 
means  paying  the  right  amount  to  legitimate  providers,  for  covered,  reasonable,  and 
necessary  services  provided  to  eligible  beneficiaries.  CMS  has  made  significant 
progress  in  reducing  the  Medicare  fee-for-service  (FFS)  error  rate.  CMS  has  an  on- 
going program  to  track  and  report  erroneous  payments  in  FFS  Medicare  utilizing  an 
audit  performed  by  the  Office  of  Inspector  General  (OIG).  The  OIG  found  that  the 
error  rate  decreased  by  more  than  half,  from  14  percent  in  FY  1996  to  6.3  percent  in 
FY  2002. 
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CMS  plans  to  continue  its  program  integrity  (PI)  strategies  to  reduce  the  error  rate, 
and  increase  efficiency,  effectiveness,  and  consistency  in  the  application  of 
Medicare  coverage  and  payment  rules.  This  strategy  is  two-pronged:  directing 
CMS's  efforts  to  educational  initiatives  that  will  assist  providers  in  subrmtting  error- 
free  claims  and  remaining  vigilant  in  the  oversight  of  claims  payments  through  data- 
driven  statistical  analyses.  CMS  now  contracts  with  specialized  contractors, 
Program  Safeguard  Contractors,  that  perform  some  or  all  of  the  work  associated 
with  medical  review,  cost  report  audits,  data  analysis,  provider  education,  and  fraud 
detection  and  prevention.  Working  with  these  contractors,  CMS  is  developing 
better  methods  of  measuring  fraud,  waste,  and  abuse  in  the  Medicare  program. 
CMS  has  developed  a  provider  compliance  rate  (PCR)  to  measure  the 
appropriateness  of  claims  submitted  prior  to  payments.  In  addition,  CMS  developed 
a  Comprehensive  Error  Rate  Testing  (CERT)  program  that  will  calculate  contractor, 
provider,  and  benefit  specific  error  rates  that  can  be  aggregated  to  produce  national- 
level  estimates  similar  to  the  Medicare  FFS  error  rate,  but  with  greater  precision. 
Both  PCR  and  CERT  were  implemented  simultaneously  in  three  phases. 

As  part  of  the  Medicare  Secondary  Payer  (MSP)  program,  CMS  maintains  a 
comprehensive  health  care  insurance  profile  on  all  Medicare  beneficiaries  that 
enables  Medicare  to  pay  the  appropriate  amount  when  beneficiaries  also  have 
private  health  insurance  coverage,  and  seeks  to  recover  improper  or  excess,  program 
payments.  In  FY  2002,  CMS's  efforts  in  the  MSP  area  saved  the  Medicare  trust 
funds  approximately  $4.3  billion.  CMS  continues  to  work  with  the  Department  of 
Justice  to  include  repayments  to  the  trust  funds  when  a  product  liability  suit  is 
brought  against  a  manufacturer.  We  also  now  have  a  single  entity,  the  Coordination 
of  Benefits  contractor,  who  maintains  the  health  care  insurance  profile;  previously, 
this  profile  was  maintained  and  updated  by  50  Medicare  contractors. 

o  Medicaid  and  State  Children's  Health  Insurance  Program  (SCHIP):  CMS  is 
committed  to  assisting  interested  States  in  developing  methodologies  and 
conducting  pilot  studies  to  reduce  Medicaid  and  SCHIP  payment  error  rates.  In 
FY  2002,  9  States  participated  in  a  Medicaid  Payment  Accuracy  Measurement 
(PAM)  pilot.  The  model  will  be  pilot  tested  in  12  states  in  FY  2003.  We  anticipate 
expanding  this  up  to  25  States  in  FY  2004.  Begirming  FY  2003,  CMS  will  develop 
a  similar  error  rate  pilot  project  for  the  SCHIP  program.  The  data  from  these  studies 
will  be  used  to  help  refine  payment  accuracy  measurement  methodologies  and 
assess  the  feasibility  of  constructing  a  single  methodology  that  can  be  used  by  all 
States. 

Financial  Management  Improvement: 

o   Accelerated  financial  reporting  deadlines:  CMS  will  meet  the  accelerated  financial 
reporting  deadline  of  February  1  for  FY  2002  and  FY  2003. .  CMS  is  reviewing 
business  processes  to  identify  areas  that  can  be  re-engineered  to  meet  the 
November  15  deadline  for  FY  2004.  CMS  is  planning  to  accelerate  the  FY  2003 
deadline  as  a  bridge  to  meeting  the  FY  2004  deadline. 
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In  FY  2002,  CMS  continued  to  improve  the  financial  statement  reporting  process 
within  CMS  central  office.  All  financial  data,  including  data  provided  by  the 
Department  of  the  Treasury  and  other  Federal  agencies,  was  included  in  CMS's 
general  ledger.  This  facilitated  the  timely  preparation  of  the  financial  statements  by 
eliminating  manual  entries  into  spreadsheets  and  also  provided  the  auditors  with  a 
clearer  audit  trail.  CMS  completed  the  initiative  of  preparing  automated  formatted 
financial  statements  with  the  automation  of  all  five  principal  financial  statements. 
CMS  also  produced  interim  financial  statements  in  FY  2002  and  submitted  financial 
statements  through  the  automated  financial  statement  system  implemented  by  the 
Department  CMS  also  improved  the  operation  of  FACS  by  programming  and 
successfully  implementing  1 55  accounting  enhancements. 

o   Comparative  financial  analyses  and  reporting:  CMS  has  been  successfully 

conducting  comparative  financial  analyses.  For  example,  CMS  has  implemented 
trend  analysis  to  validate  the  financial  data  we  report  as  well  as  the  data  reported  by 
our  Medicare  contractors.  During  FY  2002,  CMS  used  consultants  to  help  in  the 
development  of  analytical  tools  necessary  to  perform  more  expansive  trend  analysis 
of  critical  financial  data,  specifically  accounts  receivable  and  semi-annual  financial 
statements.  These  tools  provide  CMS  with  the  steps  necessary  to  identify  unusual 
variances  and  potential  areas  of  risk.  They  also  allow  CMS  to  perform  more 
extensive  data  analyses,  follow  up  with  Medicare  contractors,  and  determine  the 
need  for  additional  actions  to  ensure  that  problems  are  adequately  resolved. 

o   Accurate  and  timely  financial  information:  CMS  has  been  meeting  its  goal  of 
preparing  and  submitting  financial  statements  accurately  and  timely.  CMS  received 
its  first  unqualified  audit  opinion  on  financial  statements  in  FY  1 999  and  have 
maintained  unqualified  opinions  since  then.  The  auditor's  opinion  states  that  our 
financial  statements  "present  fairly"  CMS's  financial  position  in  accordance  with 
generally  accepted  accounting  principles. 

Financial  Systems: 

o   A  key  element  of  CMS 's  strategic  vision  is  to  implement  a  financial  management 
system  that  is  compliant  with  the  Federal  Financial  Management  Improvement  Act 
of  1996  and  will  include  all  Medicare  contractors.  This  project,  called  the 
Healthcare  Integrated  General  Ledger  Accounting  System  (HIGLAS),  will  provide 
CMS  with  a  fully-functioning,  integrated  financial  system  and  also  replace  CMS's 
administrative  financial  systems.  Implementation  of  HIGLAS  will  give  CMS 
enhanced  oversight  of  contractor  accounting  systems  and  provide  high  quality, 
timely  data  for  decision-making  and  performance  measurement.  It  will  also 
strengthen  management  of  Medicare  accounts  receivable  and  allow  more  timely  and 
effective  collection  of  outstanding  debts.  In  FY  2004,  CMS  is  requesting 
$57  million  in  2-year  money  for  HIGLAS.  CMS  estimates  that  this  project  will  be 
completed  by  the  end  of  FY  2007. 
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Accountability: 

o   Obtain  and  retain  timely  unqualified  audit  opinion:  CMS  received  unqualified  audit 
opinions  in  FYs  1999,  2000,  2001,  and  2002.  HIGLAS  should  enable  CMS  to 
retain  this  unqualified  opinion  and  resolve  the  financial  systems  material  weakness 
identified  in  the  audit 

In  FY  2002,  CMS  spent  $4.9  million  for  external  financial  consultants  on  the  CFO 
audit.  This  included  costs  of  $2.9  million  for  Ernst  and  Young  and  $2.0  million  for 
Clifton  Gunderson  LLP.  CMS  expects  to  spend  approximately  $5.0  million  in 
FY  2003  and  $5.2  million  in  FY  2004  for  financial  audits.  The  consultant  contracts 
for  FY  2003  and  FY  2004  have  not  been  awarded. 

o  Comply  with  applicable  laws  and  regulations:  The  auditor's  opinion  reflected  no 
instances  of  non-compliance  with  laws  and  regulations,  with  the  exception  of  the 
lack  of  a  fully  integrated  financial  management  system. 

o   Improve  internal  controls  over  financial  reporting:  The  CFO  audits  have  assisted  in 
identifying  two  material  weaknesses  that  limit  CMS's  ability  to  effectively  manage 
the  Medicare  and  Medicaid  programs:  (1)  financial  systems,  analyses,  and  oversight 
and  (2)  Medicare  electronic  data  processing  controls.  HIGLAS  will  resolve  the  first 
weakness,  but  it  will  be  several  years  until  this  system  is  fully  implemented.  In  the 
interim,  CMS  will  continue  to  contract  with  CPA  firms  to  conduct  SAS  70  internal 
control  reviews  and  accounts  receivable  reviews  of  Medicare  contractors.  The  CMS 
teams  also  conducted  accounts  receivable  reviews  at  selected  Medicare  contractors, 
using  a  standard  review  protocol  to  ensure  that  the  reviews  were  consistent.  To 
ensure  that  exceptions  were  addressed,  CMS  requested  that  the  contractors  develop 
and  submit  corrective  action  plans  (CAP).  The  consultants,  as  well  as  CMS  staff, 
followed  up  on  contractor  CAPs  during  subsequent  reviews.  Regional  office 
systems  security  staff  visited  Medicare  contractors  to  ensure  that  EDP  problems 
were  corrected.  CMS  also  requires  all  Medicare  contractors  to  submit  an  annual 
Certification  Package  for  Internal  Controls  (CPIC)  on  their  Medicare  operations.  In 
the  CPIC,  contractors  are  required  to  report  their  material  weaknesses  and  reportable 
conditions.  CMS  requires  CAPs  for  all  material  weaknesses  reported  in  the  CPICs. 
CPA  firms  review  the  CPICs. 

The  CFO  auditors  continue  to  identify  an  internal  control  weakness  in  contractors' 
reconciliations  of  their  Funds  Expended  Reports  to  their  paid  claims  tapes. 
Contractors  are  now  required  to  submit  this  reconciliation  to  CMS  monthly.  CMS 
also  issued  a  statement  reiterating  policy  on  reconciliation  requirements  and  drafted 
a  new  review  protocol  that  has  been  tested  at  two  contractor  locations. 

.  Since  2000,  CMS  has  been  making  significant  progress  in  improving  information 
systems  security  at  the  Medicare  contractor  sites.  Despite  this  progress,  recent  self- 
assessments;  as  well  as  audits  initiated  by  OIG,  have  revealed  that  the  Medicare 
contractors  fall  substantially  short  of  meeting  a  set  of  core  security  requirements 
based  on  various  Federal  laws  and  regulations.  In  FY  2001,  CMS  conducted  a 
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comprehensive  security  assessment  at  its  Medicare  contractors  to  determine 
compliance  with  NIST,  GAO,  OMB,  and  legislative  requirements,  and  to  assess 
security  risks  and  vulnerabilities.  That  assessment  identified  numerous  systems 
control  weaknesses.  These  weaknesses  were  documented  in  the  HHS  Inspector 
General 's  Report  on  the  HHS  Consolidated/Combined  Financial  Statements  for 
FY  2001,  with  specific  problems  related  to  access  controls  and  systems  software 
issues.  Because  of  the  volume  and  sensitivity  of  personally-identifiable  data,  CMS 
assumes  significant  risk  in  not  remediating  known  vulnerabilities. 

The  assessment  performed  at  the  Medicare  contractors  identified  access  controls  as 
the  area  having  the  most  security  gaps.  This  assessment  was  validated  through 
IV&V  of  the  self-assessment  results,  and  was  further  supported  by  the  latest  OIG 
audit  in  which  154  of  the  245  security  weaknesses  identified  at  the  Medicare 
contractor  sites  involved  access  controls.  Another  area  of  non-compliance  that  has 
been  a  recurring  finding  in  OIG  audits  is  the  lack  of  Systems  Security  Plans  (SSP)  at 
virtually  all  Medicare  contractors.  In  accordance  with  OMB  Circular  A- 130, 
"Management  of  Federal  Information  Resources,"  Appendix  III,  updated  in  1996, 
and  Public  Law  100-235,  The  Computer  Security  Act  of  1987,  the  Medicare 
contractors  are  required  to  have  SSPs.  Each  SSP  represents  a  profile  of  systems 
security  at  each  contractor  site,  identifying  the  current  threats  and  vulnerabilities,  as 
well  as  all  safeguards  already  in  place. 

CMS  applied  $14  million  in  FY  2002  to  begin  to  address  these  security  gaps.  The 
FY  2003  budget  request  contains  no  more  than  $2  million  to  continue  this  risk 
mitigation  effort.  CMS  also  spent  $4.2  million  in  FY  2002  to  develop  SSPs  for 
these  systems.  CMS  is  requesting  S34  million  in  FY  2004  through  its  multi-year 
Revitalization  Plan.  This  investment  will  enable  CMS  to  address  the  most  serious 
known  security  risks  and  vulnerabilities  and  to  implement  a  robust  ongoing  security 
assessment  program.  CMS  (and  HHS)  risks  continued  and  increased  criticism  in 
delaying  substantial  risk  mitigation  of  known  security  vulnerabilities.  Until  all 
security  gaps  are  addressed  the  Department  faces  continuing  risks  of: 
o   unauthorized  disclosure  of  personally  identifiable  health  information; 
o   non-compliance  with  HIPAA  security  and  other  requirements;  and 
o   material  weaknesses  in  future  CFO  audits  of  the  Medicare  contractors. 

Integration  of  Financial  and  Performance  Systems: 

o  The  Unified  Financial  Management  System  (UFMS)  will  replace  five  legacy 
accounting  systems  currently  used  across  the  DHHS  operating  divisions.  The 
UFMS  will  integrate  the  Department's  financial  management  structure  and  provide 
DHHS  leaders  with  a  more  timely  and  coordinated  view  of  critical  financial 
management  information.  It  will  also  promote  consolidation  of  accounting 
operations,  thereby  reducing  substantially  the  cost  of  providing  accounting  services 
throughout  HHS.  By  generating  timely,  reliable,  and  consistent  financial 
information,  UFMS  will  enable  program  administrators  to  make  more  timely  and 
informed  decisions  regarding  their  operations.  CMS  is  requesting  $3.0  million  to 
support  this  effort  in  FY  2004. 
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EXPANDING  E-GOV 

CMS  is  committed  to  working  with  HHS  and  OMB  to  develop  and  implement  a  plan 
that  supports  the  President's  Management  Agenda  (PMA)  e-gov  goals.  CMS  is  already 
taking  a  lead  role  in  supporting  HHS  as  the  managing  partner  for  the  Consolidated 
Health  Informatics  (CHI)  initiative,  one  of  two  OMB  e-gov  "Quicksilver"  initiatives 
(along  with  E-Grants)  for  which  HHS  is  the  managing  partner.  The  CHI  initiative  was 
received  as  a  "business  case  only"  initiative.  A  business  case  will  be  presented  to  the 
President's  Management  Council  and  the  PMC  will  make  a  determination  whether  to 
support  subsequent  execution  of  the  business  case. 

The  CHI  initiative  will  overcome  the  single  most  significant  obstacle  to  government- 
wide  heath  data  interoperability  -  the  lack  of  universal  messaging  and  clinical  health 
data  standards.  CHI  will  enable  all  Federal  agencies  to  "speak  the  same  language"  by 
adopting  a  portfolio  of  existing  health  data  interoperability  standards  for  all  Federal 
agencies  to  use  within  the  Federal  enterprise-wide  business  and  technology 
architectures.  CHI  includes  designing  the  change-management  work  needed  following 
the  adoption  process  to  keep  the  enterprise-wide  health  data  architecture  viable.  For  the 
first  time,  CHI  will  "bring  to  the  table"  and  institutionalize  executive-level  strategic  and 
technical  coordination  among  all  Federal  users  of  health  information.  Business  partners 
are  informed  of  our  intent  and  decisions  and  given  the  opportunity  to  coordinate  their 
business/technology  architecture  decisions  and  investments. 

When  completed,  CHI  would  enable  a^ncies  to  establish  health  enterprise  architecture 
leading  to  the  following  benefits: 

o   The  ability  to  capture  health  data  at  one  point  and  allow  reuse  many  times  over; 
o   Faster  and  more  complete  electronic  health  records  access  resulting  in  fewer  errors 

and  lower  administrative  costs; 
o   Strengthened  national  public  health  efforts  and  disaster  preparedness;  and 
o   Improved  quality  in  healthcare  by  accelerating  clinical  decision-making. 

In  addition  to  its  managing  partner  role  on  CHI,  CMS  is  proposing  as  part  of  its 
FY  2004  budget  request  to  leverage  the  advances  made  by  other  OMB  e-gov  initiatives, 
specifically,  on  such  issues  as  PKI,  electronic  signatures,  and  authentication.  CMS 
intends  to  pilot  solutions  identified  and  developed  within  these  initiatives  within  CMS's 
business  operations,  both  internally  (to  effectively  automate  business  processes)  and 
externally  (e.g.,  in  Medicare  claims  processing  operations).  During  FY  2003,  CMS  will 
be  engaged  in  the  development  of  specific  plans  to  leverage  these  solutions  and 
incorporate  them  into  our  target  enterprise  architecture  that  will  guide  investment 
decision-making  during  FY  2004. 

CMS  is  also  contributing  in-kind  labor  resources  to  several  other  PMA  e-gov  initiatives: 
On-line  Rulemaking,  eAuthentication,  eGrants,  USA  Services,  GovBeneflts  and  eVital. 
Given  CMS's  programmatic  focuses  and  major  systems  responsibilities,  great  potential 
for  leveraging  results  exists  as  these  PMA  initiatives  deploy  their  solutions  government- 
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wide.  CMS  monitors  the  work  under  all  24  initiatives  to  seek  opportunities  for 
alignment  and  cross-agency  benefits. 

CMS's  internal  e-Government  plan  includes  government-to-citizen  (G2C),  -business 
(G2B),  and  -government  (G2G)  activities  focused  on  developing  a  culture  of 
responsiveness.  Major  work  has  been  initiated  and  in  many  cases  completed  for 
internal  e-gov  activities,  such  as:  improved  customer  service  relationship  management 
through  expanded  1  -800-MEDICARE  call  center  services  (G2C);  expanded  and 
enhanced  general  web  services  improving  national  coverage  decision  making  (G2C), 
improved  access  to  R&D  information  (G2B),  use  of  the  web  for  collecting  information 
and  improving  provider  relations  (G2B);  using  electronic  rule  making  and  on-line 
policy  manuals  (G2B);  establishing  various  electronic  State  plan  and  enforcement 
tracking  systems  (G2G);  and  joining  with  other  HHS  operating  divisions  in  using  a 
central  grant-making  common  portal  for  pre-  and  post-grant  award  work  (G2G).  Many 
of  these  local  initiatives  contribute  to,  or  draw  from,  the  24  PMA  initiatives. 

BUDGET  AND  PERFORMANCE  INTEGRATION 

CMS's  Annual  Performance  Plan  (APP)  complements  and  supports  the  agency's 

FY  2004  budget  request  and  is  integral  to  it.  Our  FY  2004  and  revised  FY  2003  APPs 

and  our  FY  2002  Annual  Performance  Report  are  attached  at  Tab  VI. 

CMS  has  taken  care  to  ensure  that  major  budget  categories,  including  both  program 
benefits  and  program  administration  ftmds,  have  adequate  coverage  in  the  APP.  The 
CMS  performance  plan  and  report  are  organized  by  budget  category  to  provide  a 
linkage  of  performance  goals,  program  activities,  and  dollar  amounts.  These  linkages 
ensure  that,  in  setting  performance  goals,  CMS  selects  goals  that  are  representative  of 
the  full  range  of  agency  activities  and  resources. 

Beginning  in  FY  2004,  agency  budgets  will  focus  on  results-oriented  government 
guided  by  performance.  The  Office  of  Management  and  Budget  developed  the  Program 
Assessment  Rating  Tool  (PART)  to  evaluate  programs  in  a  systematic  and  objective 
manner,  using  numeric  scores  which  rate  overall  program  effectiveness  and  highlight 
strengths  and  weaknesses.  In  2002,  two  of  CMS's  programs,  the  Medicare  Integrity 
Program  (MIP)  and  the  State  Children's  Health  Insurance  Program  (SCHIP),  were 
assessed  using  the  PART.  Both  programs  received  high  scores.  As  a  result  of  the 
PART  process,  CMS  has  included  in  its  FY  2004  APP  two  new  program  integrity  goals 
measuring  the  Medicare  contractor  error  rate  and  provider  compliance  rate. 

CMS's  overall  number  of  goals  has  remained  relatively  stable.  CMS  has  increased  the 
proportion  of  outcome-oriented  goals  that  speak  to  fundamental  program  purposes  and 
to  the  agency's  role  as  a  steward  of  taxpayer  dollars.  The  total  number  of  FY  2004 
goals  in  the  APP  is  37,  with  reporting  on  35  FY  2002  goals. 
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PROGRAM  MANAGEMENT 
Table  V-l  Amounts  Available  for  Obligation 
CURRENT  LAW 


2003 

2002 

2004 

Actual 

DUUgCl  1/ 

Estimate 

—  — :  ~  —  

Appropriation,  C-omparaoic 

J>Z,J  I  J,  /;7  0,UUU 

<o      a?r  noo 

<S9  I'K'K  Sf)7  Oftfi 
J>Z,  /  jj,Jv  /  ,OUU 

Comparable  Transfer  (Appeals) 

-73,000,000 

-73,000,000 

0 

Subtotal,  Appropriation 

$2,440,798,000 

$2,513,628,000 

$2,733,507,000 

enacted  Rescissions  r  .L.  1U /- 1 1  o/2Uo 

-6,Uz/,UUU 

0 

0 

Subtotal,  Net  Appropriation/B.A. 

$2,432,771,000 

$2,513,628,000 

$2,733,507,000 

Offsetting  Collections 

HMO  User  Fees 

0 

153,000 

0 

Sale  of  Data  User  Fees 

2,260,000 

2,013,000 

2,047,000 

CLIA  User  Fees 

43,731,000 

43,000,000 

43,000,000 

Medicare+Choice  User  Fees 

14,497,000 

16,000,000 

14,000,000 

Reimbursables 

5,287,000 

0 

0 

Subtotal,  Offsetting  Collections 

$65,775,000 

$61,166,000 

$59,047,000 

Program  Level,  Current  Law 

$2,498,546,000 

$2,574,794,000 

$2,792,554,000 

Unobligated  Balance,  Start  of  Year  21 

80,034,000 

99,134,000 

65,648,000 

Change  in  Prior  Year  Offsetting  Collections 

-864,000 

0 

0 

Unobligated  Balance  Lapsing 

-4,382,000 

0 

0 

Prior  Year  Recoveries 

30,761,000 

0 

0 

Unobligated  Balance,  End  of  Year  2/ 

-99,134,000 

-65,648,000 

-65,648,000 

Total  Obligations,  Current  Law 

$2,504,961,000 

$2,608,280,000 

$2,792,554,000 

\l  This  column  reflects  the  current  estimate  for  FY  2003.  The  FY  2003  President's  budget  requested  $2,538,330,000 
as  the  Program  Management  appropriation. 


21  In  FY  2003,  CMS  has  available  for  obligation  the  remaining  $33.5  million  of  no-year  funds  included  in  CMS's 
FY  1998,  FY  2000,  FY  2001  and  FY  2002  appropiiarions  for  the  transition  to  a  single  Part  A  and  Part  B  processing 
system  and  managed  care  redesign  activities. 


PROPOSED  LAW  (P.L.) 


Appropriation 

$0 

$0 

-$201,000,000 

Proposed  Program  Management  User  Fees 

0 

0 

201,000,000 

Subtotal,  Program  Level,  Net  P.L. 

0 

0 

0 

Appropriation,  Net  P.L. 

0 

0 

2,532,507,000 

Total  User  Fees,  Net  P.L. 

0 

0 

260,047,000 

Total,  Program  Level,  Net.  P.L. 

$0 

$0 

$2,792,554,000 
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PROGRAM  MANAGEMENT 
Table  V-2  Summary  of  Changes 

FY  2003  President's  Budget,  Comparable  1/,  21.     $2,586,628,000 

FY  2004  Estimate    „   $2,733,507,000 

Net  Change  1/     „     $146,879,000 

2003  Pres.  Bgt  Base  Change  from  Base 

Increases:  (FTE)  Budget  Authority  (FTE)  Budget  Authority 
A.  Built-in 

1 .  One  quarter  of  FY  2003 

Pay  Raise  $3,183,000 

2.  Three  quarters  impact  of  FY  2004 

Pay  Raise  $6,161,000 

3.  Increase  in  Personnel  Benefits  $1,103,000 

4.  Promotion/Career  Ladder 

Increases  $6,073,000 

5.  Day  of  Exlra  Pay  $1,573,000 
Subtotal,  Built-in  Increases  $18,093,000 


B.  Program 

1.  Medicare  Operations                                   0  $1,748,084,000       10  $177,585,000 

2.  Federal  Administration  $562,497,000  $20,402,000 

3.  Research  $28,400,000  $41,000,000 

4.  RevitalizationPlan  $0  $65,000,000 

Subtotal,  Program  Increases  $303,987,000 

Total  Increases  $322,080,000 


Decreases: 

A.  Built-in 

1.  Awards  and  Overtime  ($1,293,000) 

Subtotal,  Built-in  Decreases  ($1,293,000) 

B.  Program 

1 .  Medicare  Operations  $  1 ,748,084,000  ($  1 48,780,000) 

2.  Federal  Adrninistration                             4,581  $562,497,000     (183)  ($19,128,000) 

3.  Research  $28,400,000  ($6,000,000) 

Subtotal  Program  Decreases  ($173,908,000) 

Total  Decreases  ($175,201,000) 

Net  Change,  Appropriation,  Current  Law  $146,879,000 
Offsetting  Collections: 

CLIA  User  Fee                                            80  $43,000,000        (2)  $0 

HMO  User  Fee  $153,000  ($153,000) 

Sale  of  Data  User  Fee  $2,013,000  $34,000 

Medicare+Choice  User  Fee  $16,000,000   ($2,000,000) 

Subtotal,  Offsetting  Collection*   ($2,119,000) 

Net  Change,  Total  Program  Level,  C  urrent  Law  $144,760,000 


1 )  Both  the  FY  2003  President's  budget  arid  the  net  change  are  calculated  on  a  comparable  basis.  The  FY  2003  base  includes 
a  $73.0  million  comparability  adjustment  for  the  costs  of  processing  Medicare  appeals  pursuant  to  B1PA  section  521. 

21  This  column  reflects  the  current  estimate  for  FY  2003.  Appropriated  funds  in  the  FY  2003  President's  budget  were  $2,538,330,000. 
The  FY  2003  FTE  count  also  reflects  our  current  estimate.  The  estimate  in  the  President's  budget  totalled  4,476  FTEs. 
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PROGRAM  MANAGEMENT 
Table  V-3  Budget  Authority  by  Activity 
(dollars  in  thousands) 


2003 

2002 

President's 

2004 

- c-   

Actual  U 

B 

udget  2/ 

Estimate 

FTE 

Amount 

FTE 

Amount 

FTE 

Amount 

1.  Medicare  Operations 

$1,534,500 

$1,675,084 

$1,776,889 

Comparability  Adjustment  (Appeals)  3/ 

$73,000 

$73,000 

$0 

Enacted  Rescission  (P.L.  107-1 16/206) 

($2,500) 

$0 

$0 

Subtotal,  Medicare  Operations 

$1,605,000 

$1,748,084 

$1,776,889 

(Obligations)  3/ 

0 

($1,521,369) 

0 

($1,781,570) 

10 

($1,776,889) 

2.  Federal  Administration 

$531,700 

$562,497 

$580,571 

Enacted  Rescission  (P.L.  107-1 16/206) 

($1,215) 

$0 

$0 

Subtotal,  Federal  Administration 

$530,485 

$562,497 

$580,571 

(Obligations) 

4,417 

($530,405) 

4,581 

($562,497) 

4,398 

($580,571) 

3.  State  Survey  &  Certification 

$256,397 

$247,647 

$247,647 

Enacted  Rescission  (P.  L.  107-1 !  6/206) 

($3,312) 

$0 

$0 

Subtotal,  State  Survey  &  Cert. 

$253,085 

$247,647 

$247,647 

(Obligations) 

($252,500) 

($247,647) 

($247,647) 

4.  Research,  Demonstration  &  Evaluation 

$118,201 

$28,400 

$63,400 

Enacted  Rescission  (P.L.  107-1 16/206) 

($1,000) 

$0 

$0 

Subtotal,  Research 

$117,201 

$28,400 

$63,400 

(Obligations) 

($117,034) 

($28,400) 

($63,400) 

5.  Revitalization  Plan 

$0 

$0 

$65,000 

Subtotal,  Revitalization  Plan 

$0 

$0 

$65,000 

(Obligations) 

$0 

$0 

($65,000) 

Total  Approp./Budget  Auth. 

$2,505,771 

$2,586,628 

$2,733,507 

Subtotal  Obligations  4/ 

4,417 

($2,421,308) 

4,581 

($2,620,114) 

4,408 

($2,733,507) 

Offsetting  Collections:  Current  Law 

Program  Management  User  Fees 

$60,488 

$61,166 

$59,047 

(Obligations) 

80 

($78,366) 

80 

($61,166) 

78 

($59,047) 

Other  Reimbursables 

$5,287 

$0 

$0 

(Obligations) 

($5,287) 

$0 

$0 

Program  Level,  Current  Law 

$2,571,546 

$2,647,794 

$2,792,554 

Total  Obligations  4/ 

4,497 

($2,504,961) 

4,661 

($2,681,280) 

4,486 

($2,792,554) 

1/  The  FY  2002  actual  column  reflects  final  (net)  appropriation  after  all  rescissions,  transfers  and  reprogrammings.  The  FY  2002 
actual  column  also  reflects  actual  year-end  FTE  consumption. 


2/  This  column  reflects  the  current  estimate  for  FY  2003.  Appropriated  funds  in  the  FY  2003  President's  budget  were  $2,538,330,000. 
The  FY  2003  FTE  count  also  reflects  our  current  estimate.  Our  estimate  in  the  President's  budget  totalled  4,476  FTE's. 

3/  Fiscal  years  2002  and  2003  contain  a  $73.0  million  comparability  adjustment  related  to  the  processing  of  Medicare  appeals  (BIPA  sec.  521). 
The  projected  FY  2003  Medicare  Operations  obligations  displayed  above  has  also  been  comparably  adjusted  (+$73.0  million). 

4/  In  FY  2003,  the  CMS  has  available  to  obligate  the  remaining  $33.5  million  of  no-year  funds  included  in  our  FY  1 998,  FY  2000,  FY  2001  and 
FY  2002  appropriations  for  the  transition  to  a  single  Part  A  and  Part  B  processing  system  and  managed  care  redesign  activities. 
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PROGRAM  MANAGEMENT 
Table  V-4  Budget  Authority  by  Object  -  2  Year 


2003 
President's 
Budget  1/ 

2004 
Estimate 

Increase  or 
Decrease 

Total  number  of  full-time 
permanent  positions  21 

4,581 

4,408 

(173) 

Average  ES  salary 

$124,418 

$127,248 

$2,830 

Average  GS  grade 

12.9 

12.9 

Average  GS  salary 

$73,141 

$74,805 

$1,664 

Average  salary  of  ungraded 

$1,837 

positions 

$80,767 

$82,604 

Personnel  Compensation: 

Full-time  Permanent 

$337,100,000 

$337,859,000 

$759,000 

Other  than  Full-time  Permanent 

9,869,000 

10,449,000 

580,000 

Other  Personnel  Compensation 

4,890,000 

3,597,000 

(1,293,000) 

Military  Personnel 

7,436,000 

7,613,000 

177,000 

Personnel  Benefits 

72,266,000 

73,652,000 

1,386,000 

Military  Personnel  Benefits 

2,338,000 

2,632,000 

294,000 

Subtotal,  Pay  Costs,  Current  Law 

$433,899,000 

$435,802,000 

$1,903,000 

1  /  This  column  reflects  the  current  estimate  for  FY  2003. 

21  Does  not  include  80  reimbursable  FTEs  in  FY  2003  and  78  reimbursable  FTEs  in  FY  2004. 
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PROGRAM  MANAGEMENT 
Table  V-4  Budget  Authority  by  Object  (Continued) 


2MB 
President's 

2004 

Increase  or 

Budget  3/ 

Estimate 

Decrease 

Travel 

$9,500,000 

$10,700,000 

$1,200,000 

Transportation  of  Things 

Rent: 

Rental  Payments  to  GSA 

16,300,000 

16,300,000 

- 

Communications,  Utilities,  and 

Miscellaneous  Charges 

11,200,000 

3,200,000 

(8,000,000) 

Printing  and  Reproduction 

3,565,000 

3,265,000 

(300,000) 

Advisory  and  Assistance  Services 

30,000 

Other  Services 

Af\c  £n<c  nnn 
405,696,000 

A1C  QAQ  AAA 

435,848,000 

T  A  1  C*)  AAA 

30,152,1100 

Purchases  of  Goods  and  Services 
from  Government  Accounts 

2,200,000 

2,200,000 

Medical  Care  4/ 

1,748,084,000 

1,833,889,000 

85,805,000 

Subtotal,  Contractual  Services,  Current  Law 

2,156,010,000 

2,271,967,000 

115,957,000 

Supplies  and  Materials 

1,420,000 

1,420,000 

Equipment 

100,000 

100,000 

Land  and  Structures 

9,800,000 

9,800,000 

Grants,  Subsidies,  and  Contributions 

6,000,000 

40,000,000 

34,000,000 

Total  Non-Pay  Costs,  Current  Law 

$2,213,895,000 

$2,356,752,000 

$142,857,000 

Total  Budget  Authority,  Current  Law 

$2,647,794,000 

$2,792,554,000 

$144,760,000 

3/  This  column  reflects  the  current  estimate  for  FY  2003. 

4/  In  FY  2003 ,  the  medical  care  line  includes  a  $73.0  million  comparability  adjustment  relating  to  Medicare  appeals  activities  (BIPA  sec.  52 1). 
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PROGRAM  MANAGEMENT 
Table  V-5  Salaries  and  Expenses 


2003 
President's 
Budget  1/ 

2004 
Estimate 

Increase  or 
Decrease 

Activity 

Personnel  Compensation: 

Full-time  permanent  (11.1) 
Other  than  Full-Time  Permanent  (1 1.3) 
Other  Personnel  Compensation  (1 1.5/1 1.8) 
Military  Personnel  ( 1 1 .7) 

$337,100,000 
9,869,000 
4,890,000 
7,436,000 

8337,859,000 
10,449,000 
3^97,000 
7,613,000 

$759,000 
580,000 
(1,293,000) 
177,000 

Total  Peru.  Compensation  (11.9) 

S 

359,295,000 

S 

359,518,000 

S 

223,000 

Civilian  Personnel  Benefits  (12. 1) 
Military  Personnel  Benefits  (12.2) 

72,266,000 
2,338,000 

73,652,000 
2,632,000 

1,386,000 
294,000 

Subtotal  Pay  Costs 

S 

433,899,000 

S 

435,802,000 

S 

1,903,000 

Travel  (21.0) 

Transportation  ofThings  (22.0) 
Communications,  Utilities, 
and  Miscellaneous  Charges  (23.3) 
Printing  and  Reproduction  (24.0) 
Other  Contractual  Services: 
Advisory  and  Assistance  Services  (25.1) 
Other  Services  (25.2) 
Purchases  of  Goods  and  Services  from 

9,500,000 

11,200,000 
3,565,000 

30,000 
405,696,000 

10,700,000 

3,200,000 
3,265,000 

30,000 
435,848,000 

1,200,000 

(8,000,000) 
(300,000) 

30,152,000 

Government  Accounts  (25.3) 

2,200,000 

2,200,000 

Medical  Care  (25.6)  2/ 

1,748,084,000 

1,833,889,000 

85,805,000 

Subtotal  Other  Contractual  Svcs. 

s 

2,156,010,000 

S 

2^71,967,000 

S 

115,957,000 

Supplies  and  Materials  (26.0) 

1,420,000 

1,420,000 

Subtotal  Non-Pay  Costs 

S  2,181,695,000 

S 

2,290,552,000 

s 

108,857,000 

Total  Salaries  and  Expenses 

S 

2,615,594,000 

s 

2,726,354,000 

s 

110,760,000 

1/  This  column  reflects  the  current  estimate  for  FY  2003. 


2/  Si  FY  2003,  the  medical  care  line  includes  a  $73.0  million  comparability  adjusTmen:  rejaiing  to  Medicare  appeals  activities  (BIPA  sec  521). 
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PROGRAM  MANAGEMENT 
Table  V-6  Appropriations  History  Table 


Year 

Budget  Est. 
to  Congress 

Allowance 

Allowance 

Appropriation 

1995 

Trust  Fund  Transfer 

2,191,800,000 

2,183,985,000 

2,207,237,000 

2,207,135,000 

Reduction 

-8,391,000 

Rescission 

-20,596,000 

1996 

Trust  Fund  Transfer 

2,253,794,000 

2,130,810,000 

2,111,406,000 

2,130,810,000 

Reduction 

-6,529,000 

1997 

1/ 

Trust  Fund  Transfer 

2,202,284,000 

1,733,125,000 

1,729,584,000 

1,735,125,000 

Reduction 

-684,000 

Transfer 

-2,000,000 

2/ 

1998 

Trust  Fund  Transfer 

1,774,500,000 

1,679,435,000 

1,719,241,000 

1,743,066,000 

3/ 

Supplemental  Approp. 

2,200,000 

Transfer 

43,641,000 

1999 

Trust  Fund  Transfer 

1,678,000,000 

1,942,500,000 

1,685,550,000 

1,946,500,000 

Supplemental  Approp. 

174,200,000 

4/ 

2000 

Trust  Fund  Transfer 

2,016,126,000 

1,752,050,000 

1,991,321,000 

1,994,548,000 

Rescission 

-1,214,000 

Transfer 

2,992,000 

5/ 

2001 

Trust  Fund  Transfer 

2,086,302,000 

1,866^02,000 

2,018,500,000 

2,246,326,000 

Rescission 

^,164,000 

6/ 

Transfer 

-564,000 

2002 

Trust  Fund  Transfer 

2,351,158,000 

2,361,158,000 

2,464,658,000 

2,440,798,000 

Rescission 

-8,027,000 

6/ 

2003 

Trust  Fund  Transfer 

2,538,330,000 

2,550,488,000 

2,559,664,000 

7/ 

2004 

Trust  Fund  Transfer 

2,733,507,000 

1/  Beginning  in  FY  1997,  under  P.L.  104-191,  the  Medicare  Integrity  Program  (MIP)  funds  payment 

safeguard  activities  from  a  mandatory  program  under  the  Hospital  Insurance  (HI)  Trust  Fund. 
21  Transfer  funds  to  the  Administration  on  Aging  to  implement  a  demonstration  project  to  train 

retirees  as  educators  in  Medicare  fraud. 
3/  FY  1998  funding  included  a  supplemental  appropriation  of  $2.2  million  for  HIPAA  implementation 

and  a  $43,641  million  transfer  from  DHHS  for  contractor  millennium  conversions  and  extension  of 

telemedicine  demonstrations  (Research). 
4/  CMS  received  $  174.2  million  m  general  funds  under  the  government- wide  FY  1999  emergency 

supplemental  for  Y2K. 

5/  Net  DHHS  transfer  for  ICFs/MR,  less  CMS's  allocation  for  Government- wide  CIO/CFO  councils. 

6/  CMS's  allocation  of  the  Labor/HHS/Education  rescission  from  administrative  expenses. 

7/  The  FY  2003  appropriation  bill  had  not  been  enacted  at  the  time  the  FY  2004  President's  budget 
was  being  prepared.  The  FY  2003  House  and  Senate  Allowance  columns  reflect  the  latest 
information  available  at  the  time  of  preparation  (House:  H.R.  246;  Senate:  S.A.  19,  H.J.  Res.  2). 
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PROGRAM  MANAGEMENT 
Table  V-7  Authorizing  Legislation 


£Wt  rV  LI  JO  mi  I 

Authorized 

Budget 

Authorized 

Request 

Program  Management 
1.  Research: 

a)  Social  Security 

Act,  Title  XI, 

-  Section  1110 

Indefinite 

Indefinite 

Indefinite 

Indefinite 

-  Section  1115  1/ 

$2,200,000 

$2,200,000 

$2,200,000 

$2,200,000 

b)  P.L.  92-503, 

Section  222 

Indefinite 

Indefinite 

Indefinite 

Indefinite 

2.  Medicare  Operations: 

Social  Security  Act, 

Sections  1816  &  1842 

Indefinite 

Indefinite 

Indefinite 

Indefinite 

3.  State  Certification: 

Social  Security  Act, 

Title  XVIII,  Section  1 864 

Indefinite 

Indefinite 

Indefinite 

Indefinite 

4.  Administrative  Costs: 

Reorganization  Act 

Indefinite 

Indefinite 

Indefinite 

Indefinite 

5.  CLIA  1988: 

Section  353,  Public 

Health  Service  Act 

Indefinite 

Indefinite 

Indefinite 

Indefinite 

6.  Medicare -Choice: 

Balanced  Budget  Act 

of  1997,  Section  1857 

(e)(2) 

7.  Medicare+Choice: 

Balanced  Budget 

Refinement  Act  of  1999 

21 

2/ 

2/ 

21 

Total  appropriation 

Total  appropriation 

against  definite  authority 

1/  The  total  authorization  far  sectior.  1 115  is  $4.0  million.  CMS*  portion  of  this  amount  is  $2.2  million. 
21  The  Balanced  Budget  Refinement  Act  of  1999  limits  authorized  user  fees  to  an  amount  computed 

using  a  statutory  formula  based  on  the  ratio  of  Medicare  managed  care  enrollees  to  the  total 

Medicare  population. 
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PROGRAM  MANAGEMENT 
TABLE  V-8  Detail  Of  Direct  Full-Time  Equivalent  (FTE)  Employment 

FY  2003 


FY  2002 

President's 

FY  2004 

COMPONENT 

Actual 

Budget 

Estimate 

Office  of  the  Administrator  , 

25 

26 

25 

Office  of  Operations  Management  

35 

36 

35 

Office  of  Public  Affairs  

16 

17 

18 

44 

46 

48 

Office  of  Equal  Opportunity  and  Civil  Rights  

21 

22 

21 

Office  of  Research,  Development  &  Info. 

106 

110 

106 

Office  of  the  Actuary  

67 

69 

66 

Office  of  Clinical  Standards  and  Quality  

143 

148 

142 

Office  of  Strategic  Operations  and  Reg.  Affairs 

151 

157 

151 

448 

464 

447 

Center  for  Medicare  Management  

408 

423 

407 

Center  for  Medicaid  and  State  Operations  

396 

410 

395 

Office  of  Internal  Customer  Support  

321 

333 

320 

Office  of  Information  Services  

409 

424 

408 

Office  of  Financial  Management  

305 

316 

304 

32 

33 

32 

HIGLAS 

19 

20 

19 

1.551 

1.607 

L542 

Total,  CMS  

4,497 

4,661 

4,486 

Average  GS  Grade 

2000   12.8 

2001   12.9 

2002   12.9 

2003   12.9 

2004   12.9 
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PROGRAM  MANAGEMENT 
Table  V-9  Detail  of  Positions 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Executive  Level  IL  

Executive  Level  HL  

1 

1 

1 

Executive  Level  V  

Subtotal  

1 

1 

1 

5130,000 

$134,000 

$134,000 

EC  f. 

c 

0 

g 

ES-5 

Q 
O 

g 

ES-4 

10 

10 

10 

4 

4 

4 

ES-2 

5 

5 

ES-1 

12 

12 

12 

45 

45 

45 

Total  -  ES  Salary  

$5,471,574 

$5,598,788 

$5,726,160 

GS-14/15  

825 

831 

800 

GS-'  3 

1  873 

1  887 

1  816 

GS-12  

1,034 

l'042 

1,003 

GS-11  

141 

142 

137 

GS-10  

1 

1 

1 

GS-9  

207 

209 

201 

GS-8  

28 

28 

27 

GS-7  

235 

237 

228 

GS-6  

71 

72 

69 

GS-5  :. 

54 

54 

52 

AC  A 

39 

1Q 

iy 

ia 

JO 

GS-3  

10 

10 

10 

GS-2  

10 

10 

10 

GS-1  

1 

1 

1 

Subtotal  

4,529 

4,563 

4,393 

Total  staffing,  end  of  year 

4,626 

4,661 

4,486 

Direct  PTE's  

4,417 

4,581 

4,408 

Reimburseable  PTE's  

80 

80 

78 

Total  full-time  equivalent  usage  , .  . 

4,497 

4,661 

4,486 

FY  2002 

FY  2003 

FY  2004 

Average  ES  level  

3.3 

3.3 

3.3 

Average  ES  salary.  

$121,591 

$124,418 

$127,248 

Average  GS/GM  grade  

12.9 

12.9 

12.9 

Average  GS/GM  salary  

$70,942 

$73,141 

$74,805 
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MEDICARE  &  MEDICAID  STATE  CERTIFICATION 

V-10  Voluntary  and  Involuntary  Terminations 

FY  2000 

FV  2001 

FY  2002 

ype 

VOL. 

INVOL.  TOTAL 

VOL. 

INVOL.  TOTAL 

VOL. 

INVOL.  TOTAL 

Skilled  Nursing  Facilities 

275 

21 

296 

243 

26 

269 

218 

11 

229 

Nursing  Facilities 

47 

55 

52 

2 

54 

27 

1 

28 

Intermediate  Care  Facilities  for  tbe  Mentally  Retarded 

73 

13 

86 

67 

13 

80 

80 

4 

84 

Hospitals 

144 

3 

147 

98 

2 

100 

106 

4 

no 

Home  Health  Agencies 

753 

37 

790 

284 

16 

300 

166 

19 

185 

Hospices 

85 

7 

92 

44 

2 

46 

36 

2 

38 

Outpatient  Physical  Therapy 

173 

2 

175 

141 

3 

144 

93 

3 

96 

Comprehensive  Outpatient  Rehabilitation  Facilities 

70 

1 

7t 

53 

1 

54 

47 

1 

48 

X-Ray 

19 

0 

19 

36 

0 

36 

35 

0 

35 

End-Stage  Renal  Disease  Facilities 

48 

0 

48 

35 

1 

36 

67 

I 

68 

Rural  Health  Clinics 

217 

1 

218 

158 

1 

159 

142 

0 

142 

Ambulatory  Surgical  Centers 

40 

1 

41 

42 

1 

43 

49 

2 

51 

Total 

1,944 

94 

2,038 

1,253 

68 

1,321 

1,066 

48 

1,114 

Note 

(Voluntary  terminations  include  mergers,  closures,  and  voluntary  withdrawal 

!) 

(SNFS  are  Tl  8  feoIMcs  plus  Title  18/1 9  facilities) 
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MEDICARE  OPERATIONS 
Table  V-l  1    Change  in  Configuration  of  Medicare  Contractors 


FY  1997 

FY  1998 

FY  1999 

FY  2000 

FY  2001  FY2( 

Ifi2 

FY  2003 

INTERMEDIARIES  1/ 

Blue  Cross  Plans 

37 

35 

33 

30 

27 

26 

25 

Commercials/Independents 

5 

4 

4 

3 

2 

2 

2 

Blue  Cross  Association 

I 

I 

I 

1 

I 

I 

I 

Total  Intermediaries 

43 

40 

38 

34 

30 

29 

28 

CARRIERS  21 

Blue  Shield  Plans 

19 

17 

16 

15 

15 

15 

15 

Commercials/Independents 

8 

8 

7 

2 

5 

5 

4 

Total  Carriers 

27 

25 

23 

22 

20 

20 

19 

DMERCS  3/ 

4 

4 

4 

4 

4 

4 

4 

TOTAL 

74 

69 

65 

60 

54 

53 

51 

1/  Intermediaries  process  Part  A  claims. 
2/  Carriers  process  Part  B  claims. 

3/  Durable  Medical  Equipment  Regional  Carriers  (DMERCs)  process  claims/bills 
for  medical  supplies  and  equipment. 
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SUPPORTING  INFORMATION 


MEDICAID  PROGRAM 
Table  V- 12  Summary  of  Changes 


2003  Budget  Authority 

2004  Estimated  Appropriated  Budget  Authority 
Net  Change 


$  in  Thousands 

$158,692,155 
$176.753,583 
$18,061,428 


Explanation  of  Changes 


2003  Current  Base  Change  From  Base 
Budget  Authority     Budget  Authority 


Program  Increases: 


1.  Medical  Assistance  Payments 

2.  State  Administration 

3.  Fraud  Control  Units 

4.  State  Certification 

5.  Offsetting  Collections  From  Medicare 

6.  State  and  Local  Administration  Financial  Adj. 

7.  Unobligated  balance,  start  of  year 

8.  Estimated  Indefinite  Authority  Requirement 
Total  program  increases 

Program  Decreases: 

1.  Vaccine  Purchase 

2.  KPAA  Admin.  Simplification  Reg.  (ADM) 
-    3.  CR  TMA  Adjustment 

4.  Disallowances  for  Prohibited  Provider  Taxes 

5.  Financial  Management  Reviews 
Total  program  decreases 


$152,900,000 
8,203,284 
120,300 
228,582 
-127,000 
-73,242 
-6,893 
-3.666.956 
$157,578,075 

1,056,185 
423,058 
175,000 
-233,163 
-307.000 

1,114,080 


$14,500,000 
145,773 
4,500 
14,238 
127,000 
429,826 
6,893 
3.666.956 
$18,895,186 

-75,989 
-428,999 
-175,000 
-124,770 

-29.000 
-833,758 


TOTAL 


$158,692,155  $18,061,428 
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MEDICAID  PROGRAM 
Table  V-13  Authorizing  Legislation 


2003 

2003 

2004 

2004 

Amount 

President's 

Amount 

Budget 

Authorized 

Budget 

Authorized 

Request 

Grants  to  States 

for  Medicaid 

(Social  Security 

Act,  title  XTX, 

Section  1901) 

Indefinite 

$157,868,217,000 

Indefinite 

$175,773,387,000 

Vaccines  for 

Childrens  Program 

(Social  Security 

Act  title  XIX, 

Section  1928) 

$823,938,000 

$980,196,000 

Total  appropriations 

$158,692,155,000 

$176,753,583,000 
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MEDICAID  PROGRAM 
Table  V-14  Appropriations  History  Table 


Budget 
Fiscal  Estimate 
Year     to  Congress 


House 
Allowance 


Senate 
Allowance 


Appropriation 


1994 
1995 
1996 
1997 
1998 
1999 
2000 
2001 
2002 
2003 
2004 


89,060: 

89,237. 

82,142: 
101,192, 

99,5 19; 
102,394, 
114,820: 
124,175 
143,029 
158,692 
176,753 


413,000 
775,000 
072,000 
815,000 
422,000 
422,000 
,998,000 
254,000 
433,000 
,155,000 
,583,000 


89,077.. 

89,237, 

82,142, 
101211, 

99,519, 
102,394 
114,820, 
124,175. 
143,029 


413,000 
775,000 
072,000 
968,000 
422,000 
422,000 
,998,000 
254,000 
433,000 


89,077,413,000 


82,142 
101,211 

99,591 
102,394 
1 14,820. 
124,175, 
143,029, 
158,692 


072,000 
968,000 
422,000 
422,000 
,998,000 
254,000 
433,000 
,155,000 


89,077, 
89,240, 
82,142, 
101211 
99,591 
102,394 
117,744 
129,418 
147,340 


413,000 
775,000 
072,000 
.968,000 
422,000 
422,000 
,046,209 
,807,224 
,339,015 


1/  Includes  $2,923.0  million  under  indefinite  authority. 
21  Includes  $5,243.6  million  under  indefinite  authority. 
3/  Includes  $4,310.9  million  under  indefinite  authority. 
41  An  allowance  for  FY  2003  has  not  been  approved. 
51  An  appropriation  for  FY  2003  has  not  been  approved. 
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MEDICAID  PROGRAM 
Table  V-15  Medicaid  Requirements 
(dollars  in  thousands) 


ion's 

Estimate 

2004 
Estimate 

November  2002  State  Estimates 
(MAP  &  ADM) 

$159,094,952 

$169,489,972 

State  Certification 

228,582 

242,820 

Fraud  Control  Units 

120,300 

124,800 

Total,  unadjusted  estimates 

$159,443,834 

$169,857,592 

Adjustments 

Financial  Management  Reviews 

Financial  Adjustments  for  Admin.  Costs 

Continuing  Resolution  Transitional  Medical  Asistance 

-307,000 
-73,242 
175,000 

-336,000 
356,584 
0 

Disallowances  for  Prohibited  Provider  Taxes 
Actuarial  Adjustments  for  State  Estimates 
Adjustments  for  Medicare  Part  B  transfer 
HIPAA  Privacy  &  Admin  Simplification  Reg. 

-233,163 
2,008,332 

423,058 

-357,933 
6,259,085 

-5,941 

Subtotal,  Adjustments 

$1,992,985 

$5,915,795 

Vaccines  For  Children  Program 

$1,056,185 

$980,196 

Current  law  requirement 

$162,493,004 

$176,753,583 

Unobligated  Balances, 
Start  of  year 
End  of  year 

-6,893 
0 

0 
0 

Gross  Budget  Authority 

$162,486,111 

$176,753,583 

Offsetting  Collections 

-127,000 

0 

Appropriation/  net  budget  authority 

$162,359,111 

$176,753,583 
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MEDICAID  PROGRAM 
Table  V-16  Budget  Authority  by  Object 


2003 
Estimate 


2004 
Estimate 


Increase 
or 

Decrease 


CMS  -  GRANTS  TO  STATES 


Grants  to  States, 

Subsidies,  and  Contributions 


CDC  -  VACCINES  FOR  CHILDREN 


Utilities,  Rent,  and 
Program  Support  Activities 

Intramural  Research  and 
Program  Assistance 

Grants/Cooperative  Agreements 
and  Research  Contracts 

Total  budget  authority 


$161,429,926,000    $175,773,387,000  $14,343,461,000 


$10,525,000 
$5,284,000 


$9,807,000 


$5,416,000 


-$718,000 


$132,000 


$1.040.376.000  $964.973.000  -$75,403,000 
$162,486,111,000    $176,753,583,000  $14,267,472,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Centers  for  Medicare  and  Medicaid  Services 
Appropriation 
Medicaid  Program 


Table  V-17  Amounts  Available  for  Obligation 
(dollars  in  thousands) 


2002 

2003 

2004 

Actual 

Estimate 

Estimate 

Appropriation: 
Annual  

$143,029,433 

$158,692,155 

$176,753,583 

Appropriation: 

Indefinite  

4,310,906 

0 

0 

UllUOllgd-lCU  DcUfUlCC,  bull  I 

of  year  

110,021 

6,893 

0 

Unobligated  balance,  end 

-£>  Ren 

n 
u 

Recoveries  of  Prior  Year 
Obligations  

4,198,147 
137,917 

0 

127,000 

0 
0 

Offsetting  Collections 

Change  in  Receivables 

-135,823 

Estimated  Request  for 
Indefinite  Authority 

0 

3,666,956 

0 

Total  Gross  Obligations 

$151,643,708 

$162,493,004 

$176,753,583 

Medicare  Part  B  Transfer 

-$50,000 

Total  Net  Obligations 

$151,643,708 

$162,443,004 

$176,753,583 
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MEDICAID 

(State  Submitted  Estimates  with  Actuary  Adjustments) 
Table  V-18  MEDICAL  ASSISTANCE  PAYMENTS  BY  TYPE  OF  SERVICE  CATEGORY 
(dollars  in  thousands) 

FY  2003  FY  2004 


Amount 

% 

Amount 

% 

Nursing  Facility 

26,860,049 

17.80% 

27,823,066 

17.27% 

Insurance  Payments/MCCs 

21,823,755 

14.46% 

24,120,952 

14.97% 

Prescribed  Drugs 

19,055,444 

12.63% 

21,552,781 

13.38% 

Inpatient  Hospital  /  Regular  Payment 

18,181,305 

12.05% 

19,165,589 

11.89% 

HCBS/Regular 

10,740,747 

7.12% 

11,241,987 

6.98% 

Inpatient  Hospital  /  DSH  Adj.  Payment 

7,239,790 

4.80% 

6,712,525 

4.17% 

Outpatient  Hospital 

5,723,499 

3.79% 

6,259,659 

3.88% 

Another 

5,853,803 

3.88% 

6,239,209 

3.87% 

Physicians 

4,817,210 

3.19% 

5,243,879 

3.25% 

ICF/MR- Public 

4,035,420 

2.67% 

4,215,836 

2.62% 

Personal  Care 

3,569,926 

2.37% 

4,011,544 

2.49% 

Clinic 

3,672,507 

2.43% 

3,942,536 

2.45% 

Medicaid  Health  Insurance/Other 

2,911,167 

1.93% 

3,037,941 

1.89% 

ICF/MR  -  Private 

2,636,070 

1.75% 

2,787,086 

1.73% 

Mental  Health  Facility  /  Regular  Payment 

2,586,039 

1.71% 

2,724,101 

1.69% 

Medicare  Health  Ins.  Pymts./  Part  B  Premiums 

2,230,562 

1.48% 

2,389,776 

1.48% 

Home  Health 

1,685,726 

1.12% 

1,854,360 

1.15% 

Dental 

1,670,371 

1.11% 

1,828,345  . 

1.13% 

Mental  Health  Facility  /  DSH  Adj.  Payment 

1,653,854 

1.10% 

1,649,844 

1.02% 

Targeted  Case  Management  Services 

1,539,367 

1.02% 

1,643,344 

1.02% 

Medicaid  Health  Ins./Prepaid  Health  Plan 

1,361,005 

0.90% 

1,530,473 

0.95% 

Other  Practitioners 

947,059 

0.63% 

1,033,356 

0.64% 

Medicare  Health  Ins.  Pymts./  Part  A  Premiums 

870,848 

0.58% 

913,383 

0.57% 

Emergency  Services  Undocumented  Aliens* 

860,141 

0.57% 

898,525 

0.56% 

EPSDT  Screenings 

624,499 

0.41% 

666,443 

0.41% 

Federally-Qualified  Health  Centers 

539,115 

0.36% 

574,999 

036% 

Lab/Radiological 

520,460 

0.34% 

562337 

0.35% 

Hospice  Benefits 

430,770 

0.29% 

489,839 

0.30% 

Medicare  Health  Insurance/Coins.  &  Deduct 

293,234 

0.19% 

309,029 

0.19% 

Rural  Health  Clinic 

247,541 

.  0.16% 

283,690 

0.18% 

Primary  Care  Case  Management  Services 

118,893 

0.08% 

201,262 

0.12% 

HCBS/Frail  Elderly 
Sterilizations 

142,260 

0.09% 

162^79 

0.10% 

103,356 

0.07% 

116,420 

0.07% 

Medicaid  Group  Health  Plan  Premiums 

67,082 

0.04% 

78,817 

0.05% 

Programs  of  AU-Inctusive  Care  for  Elderly** 

43,627 

0.03% 

44343 

0.03% 

Medicaid  Group  Health  Plan  Coins.  &  Deduct. 

13,202 

0.01% 

13,523 

0.01% 

Abortions 

84 

0.00% 

83 

0.00% 

Drug  Rebate  /  State  Agreement 

(172,497) 

-0.11% 

(189,813) 

-0.12% 

Collections/Adjustments 

(1,030,030) 

-0.68% 

(1,100,802) 

-0.68% 

Drug  Rebate  /  National  Agreement 

(3.575.592) 

-2.37% 

(3.891.731) 

-2.42% 

Total  State  Submitted  Estimates 

$150,891,668 

100.00% 

$161,140,915 

100.00% 

Actuary  Adjustments 

2,008332 

6,259,085 

Total 

$152,900,000 

$167,400,000 

»  Estimates  from  reporting  prior  allotment  stales 

**  Estimates  of  costs  provided  as  an  optional  service  (not  under  a  Section  1115  waiver) 
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STATE  TABLES 
Table  V-19  Estimates  of  Grant  Awards 
(dollars  in  thousands) 


FY  2002 

FY  2003 

FY  2004 

Obligations 

Estimate 

Estimate 

Alabama 

52,284,697 

$2,297,147 

$2,498,1 16 

Alaska 

499,595 

507,510 

536,791 

American  Samoa 

3,470 

3,620 

3,620 

Arizona 

2,515,859 

3,089,898 

3,403,630 

Arkansas 

1,778,650 

1,808,276 

1,883,376 

Caliiomia 

15,417,626 

1  A  Afif\  C\f\Cl 

io,4uu,yuy 

lo,/ 

Colorado 

l,2i7,U15 

1,3  /U,23Z 

1,405,367 

Connecticut 

1,837,157 

1,933,523 

2,U»4,3Uy 

Delaware 

377,151 

360,699 

366,955 

District  of  Columbia 

810,501 

854,953 

871,268 

Florida 

5,866,161 

6,766,407 

/,U/o,J  /Z 

Georgia 

5,921 

6,140 

A  1  A(\ 

0,1 4U 

Hawaii 

464,772 

489,685 

513,883 

Idaho 

Am  Til 

aoi  sm 

a  a  i  mi 

Illinois 

4,853,^5/ 

.d  OQO  AQO 

«  AAQ  1Afl 

Indiana 

2,773,571 

3,049,143 

3,387,938 

Iowa 

1,686,563 

1,463,788 

1,559,921 

1  202  605 

1  102  614 

1  085  101 

Kentucky 

2,812,262 

2,774,057 

2,786,240 

.Louisiana 

1  <A7  nxn 

1  ^  1Q  110 

■j  7?c  noi 
3,/jJ,u51 

Maine 

i  nia  aoo 

1  f\T7  f\A(L 

t,U/  /  ,U4o 

l,liO,Uol 

Maryland 

l,yj  1  ,\)jO 

2  126  757 

2  340  933 

Massachusetts 

4,155,775 

4^583,898 

4,747,040 

Michigan 

5,072,834 

4,713,285 

4,747,131 

Minnesota 

2,396,953 

2,645,333 

2,896,950 

Mississippi 

2,254,686 

2,443,130 

2,631,793 

Missouri 

3,552,986 

3,469,346 

3,832,278 

Montana 

471,087 

462,179 

492,666 

Nebraska 

858,883 

866,216 

931,792 

Nevada 

462,175 

554,267 

594,705 

New  Hampshire 

519,739 

588,979 

612,505 

New  Jersey 

4,181,342 

4,171,695 

4,358,495 

New  Mexico 

1,365,092 

1,465,738 

1,572,677 
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STATE  TABLES 
Table  V- 19  Estimates  of  Grant  Awards  (cont.) 
(dollars  in  thousands) 


FY  2002 

FY  2003 

FY  2004 

Obligations 

Estimate 

Estimate 

New  York 

18,339,659 

21,542,393 

23,674,744 

North  Carolina 

4,448,904 

4,885,071 

5,472,244 

North  Dakota 

340,848 

337,314 

344,100 

Northern  Mariana  Islands 

2,100 

2,190 

2,190 

Ohio 

j,y  iy,U35 

7  \A*t  OT-J 
1  ,l*tji,0  ID 

Oklahoma 

1,800,676 

1,934,385 

1,926,119 

Oregon 

1,680,165 

1,894,861 

1,968,221 

Pennsylvania 

7,204,070 

7,525,108 

7,940,687 

Puerto  Rico 

1  Q9  Qfifl 

->ni  Add 

901  4.00 

Rhode  Island 

812,004 

845,238 

893,525 

South  Carolina 

2,465,078 

2,571,718 

2,613,730 

South  Dakota 

386,036 

370,263 

373,273 

Tennessee 

4,282,845 

4,047,238 

4,134,061 

Texas 

8,705,000 

9,485,662 

9,935,720 

Utah 

728,501 

776,867 

879,874 

Vermont 

460,758 

477,521 

502,537 

Virginia 

2,204,823 

2,073,049 

2,201,666 

Virgin  Islands 

6,354 

6,350 

6,350 

\Kfct  c?Hi  n  orton 

9  QOS  075 

3  158  947 

West  Virginia 

1,328,659 

1,325,246 

1,377,382 

Wisconsin 

2,782,134 

2,757,799 

2,939,222 

Wyoming 

191,046 

195,617 

202,762 

Subtotal  /Grants/Unadj.  St.  Ests 

$150,185,277 

$159,094,952 

$169,489,972 

Survey  &  Certification 

178,056 

228,582 

242,820 

Fraud  Control  Units 

116,978 

120,300 

124,800 

Vaccines  For  Children 

982,667 

1,056,185 

980,196 

Adjustments 

180,730 

1,942,985 

5,915,795 

Total  Net  Obligations 

$151,643,708 

$162,443,004 

$176,753,583 

Medicare  Part  B  Transter 

50,000 

0 

Total  Gross  Obligations 

$151,643,708 

$162,493,004 

$176,753,583 
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MEDICAID  AND  SCHTP  PROGRAMS 
Table  V-20  Proposed  Law 


fcV  4  AM  1 

r i  ZUU j 

r x  ZUU4 

Medicaid/SCHIP  Reform: 

State  Health  Care  Partnership  Allotments  Option 

$3,258,000,000 

Prescription  Drug  Proposal 

-$800,000,000 

Spousal  Exemption 

$16,000,000 

Repropose  FY  2003  New  Freedom  Initiative  Demonstrations 

«r  nnn  nnn 

"Money  Follows  the  Individual"  Re-balancing  Demonstration 

$350,000,000 

Presumptive  Eligibility  for  Community  Based  Services 

Pay  Nursing  Homes  Directly  for  Services  to  Residents 

Electing  Hospice  Care 

CAicLiMoii  oi  expiring  ov^ixir  runus 

nnn  nnn 

Vaccines  for  Children  Program  (VFC) 

VFC  -  Underinsured  Children 

$150,000,000 

VFC  -  Lift  Tetanus-Diphtheria  Price  Cap 

$15,000,000 

TMA  -  Extend  and  Simplify  Transitional  Medical  Assistance 

TMA  Extension 

$175,000,000 

$400,000,000 

Statutory  Modifications 

$20,000,000 

Extension  of  Premium  Assistance  for  QI-ls 

$50,000,000 

$115,000,000 

Special  Enrollment  Period  in  the  Group  Market  for 

Medicaid/SCHIP  Eligibles 
Reform  Interaction  Effect 

-$156,000,000 

TOTAL 

$225,000,000 

$3,411,000,000 

Related  Non-CMS  Proposals: 
SSA  Disability  Deterrninations 

Mandatory  Review/Adjustment  of  Child  Support  Orders 
Tax  Credits  for  Health  Insurance 
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MEDICAID  PROGRAM 
Vaccines  for  Children  Program  (CDC) 
Table  V-21 

(dollars  in  thousands) 


FY  2002  FY  2003  FY  2004 

Actual  Request  Request    Change  +/- 

Intramural  Research  and 

Program  Assistance                              $5,404  $5,284  $5,416  $132 

Extramural  Programs: 
Grants/Cooperative  Agreements 

and  Research  Contracts                        $968.334  $1.040.376  $964.973  -$75.403 

Subtotal  Direct  $973,738  $1,045,660  $970,389  -$75,271 
Centralized  Utilities,  Rent,  and 

Program  Support  Services                         $8.929  $10.525  $9.807  -$718 


Total 


$982,667 


$1,056,185      $980,196  -$75,989 
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Information  Technology 


Budget  Estimates 

CMS's  information  technology  (IT)  budget  for  FY  2004  is  currently  estimated  at 
$527.5  million.  Funding  for  IT  projects  is  spread  across  several  CMS  budget  accounts. 
The  FY  2004  estimate  includes  $410.1  million  in  the  CMS  Program  Management 
appropriation,  which  is  the  primary  focus  of  this  budget  submission  and  the  narrative 
below.  This  figure  excludes  basic  claims  processing  costs  incurred  by  contractors  in  our 
Medicare  operations.  The  following  table  shows  the  IT  budget  by  CMS  account: 


2003 

Increase 

2002 

President's 

2004 

or 

Funds  Source:  (dollars  in  thousands) 

Enacted 

Budget 

Estimate 

Decrease 

Medicare  Operations 

$317,298 

$352,983 

$285,918 

-$67,065 

Federal  Administration 

48,999 

48,214 

43,695 

-4,519 

Survey  and  Certification 

16,710 

1,017 

1,517 

+500 

Research 

14,966 

12,400 

14,000 

+1,600 

CMS  Revitaiization  Plan 

N/A 

N/A 

65,000 

+65.000 

Total,  Program  Management  Approp. 

$397,973 

$414,613 

$410,129 

-$4,484 

CLIA  (user  fees) 

1,200 

1,685 

1.427 

-259 

HCFAC/Medicare  Integrity  Program  (MIP) 

21,424 

29,386 

33,176 

+3,791 

Quality  Improvement  Organizations  (QIOs) 

51,402 

81,600 

82,762 

+1,162 

Total,  CMS  IT  Portfolio  V 2  3/ 

S471,999 

$527,284 

$527,494 

+$210 

1/  The  IT  totals  shown  above  for  FYs  2002-2004  include  CMS's  contribution  to  two  HHS-wide  IT  funds 
and  therefore  exceed  the  sum  of  CMS  projects  appearing  on  HHS  Exhibit  53. 

2/  The  FY  2003  column  of  HHS  Exhibit  53  reflects  the  current  estimates  in  CMS  Exhibit  300s  and 
therefore  no  longer  ties  to  the  2003  President's  budget  as  printed  (shown  above). 

3/  In  addition  to  the  amounts  shown  above,  the  HHS  Exhibit  53  includes  $  1 .8  billion  in  FY  2004  for  the 
Medicaid  Management  Information  System  (MMIS)  and  other  Medicaid-related  systems,  which  are 
funded  separately  via  the  annual  Medicaid  appropriation  and  administered  by  the  States. 

CMS's  budget  request  includes  savings  in  the  IT  budget  from  on-going  IT  consolidation 
efforts  and  additional  reduced  spending  through  the  streamlining  or  elimination  of  lower 
priority  projects. 

Highlights  of  the  Budget  Estimates 

The  estimated  IT  spending  included  in  this  budget  request  is  intended  to  meet  basic 
operational  needs  and  support  certain  key  agency  initiatives. 
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Ongoing  operations  activities  in  the  Medicare  Operations  portion  of  the  CMS  Program 
Management  appropriation  include: 

•  maintenance  of  Medicare  fee-for-service  claims  processing  shared  systems; 

•  support  for  Medicare  fee-for-service  data  center  processing,  Medicare  managed  care 
systems  maintenance,  infrastructure  and  network  support  including  the  Medicare 
data  communications  network  (MDCN)  and  operations  of  the  Common  Working 
File  (CWF); 

•  continuing  transition  of  Medicare  carriers  (contractors)  to  the  Part  B  selected  shared 
system;  and 

•  support  for  a  minimal  level  of  ongoing  systems  security  activities  at  Medicare 
contractors. 

The  Federal  Administration  portion  of  the  Program  Management  appropriation  provides 
funding  for  ongoing  CMS  operations  of  CMS  infrastructure,  including  the  Consolidated 
Information  Technology  Infrastructure  Contract  (CITIC).  Awarded  in  May  2002,  the 
CITIC  contract  has  already  reduced  infrastructure  expenditures  as  well  as  our  IT  request 
for  FY  2004.  CITIC  encompasses  a  variety  of  IT  services,  including: 

•  operation  and  maintenance  of  all  computer  platforms  (desktops/servers/mainframe); 

•  local  area  network  (LAN)  services  and  wide  area  network  (WAN)  support; 

•  CMS  central  office  telephone  communications  services; 

•  customer  service  desk; 

•  web-casting  services;  and 

•  planning  for  future  infrastructure  enhancements. 

In  addition,  the  Federal  Administration  request  supports  web-hosting  services,  satellite 
services,  data  management  support,  and  a  minimal  level  of  ongoing  systems  security 
activities  on  the  CMS  enterprise.  This  request  also  funds  administrative  systems  that 
support  grant/contract  administration  and  financial  management  and  a  number  of 
Medicaid  data  systems. 

Other  ongoing  operations  funded  from  the  Program  Management  budget  include 
maintenance  of  the  Online  Survey  and  Certification  Report  system  (OSCAR)  and  the 
Medicare  Current  Beneficiary  Survey  (MCBS),  while  user  fees  under  the  Clinical 
Laboratory  Improvement  Amendments  (CLIA)  fund  systems  that  support  that  program. 

IT  funding  from  the  permanently  appropriated  Medicare  Integrity  Program  (MIP)  budget 
helps  support  the  ongoing  operations  and  maintenance  of  the  CWF  and  provides 
resources  for  several  program  integrity  systems  related  to  Medicare  secondary  payer 
work,  audit  tracking,  and  other  MIP  activities. 
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The  Quality  Improvement  Organization  (QIO,  formerly  the  Peer  Review  Organization 
or  PRO)  program  budget,  which  is  also  funded  via  a  permanent  appropriation,  supports 
IT  activities  such  as  the  QIO  Standard  Data  Processing  System  (SDPS),  Clinical  Data 
Abstraction  Centers  (CDACs),  the  Quality  Improvement  &  Evaluation  System  (QIES), 
the  home  health  quality  assessment  system,  and  operations  at  the  CMS  data  center. 

The  Medicaid  Management  Information  System  (MMIS)  is  funded  through  the  State 
and  local  administration  portion  of  the  annual  Medicaid  appropriation  (see  Tab  m, 
Other  Accounts).  That  appropriation  includes  $1 .8  billion  in  IT  funding  administered 
by  the  States  for  MMIS  design,  development,  and  operation,  as  well  as  non-MMIS 
automated  data  processing  activities. 

Funding  is  also  provided  for  certain  legislative  mandates  and  Administration  initiatives. 

Key  Departmental  Initiatives 

HHS  Enterprise  Infrastructure 

CMS's  FY  2004  President's  Budget  includes  funding  to  support  Departmental 
efforts  to  improve  the  HHS  Information  Technology  Enterprise  Infrastructure.  The 
request  includes  funds  to  support  an  enterprise  approach  to  investing  in  key 
information  technology  infrastructure  such  as  security  and  network  modernization. 
These  investments  will  enable  HHS  programs  to  carry  out  their  missions  more 
securely  and  at  a  lower  cost.  Agency  funds  will  be  combined  with  resources  in  the 
Information  Technology  Security  and  Innovation  Fund  to  promote  collaboration  in 
planning  and  project  management  and  to  achieve  common  goals  such  as  secure  and 
reliable  communication  and  lower  costs  for  the  purchase  and  maintenance  of 
hardware  and  software. 

Unified  Financial  Management  System  (UFMS) 

The  Unified  Financial  Management  System  will  be  implemented  to  replace  five 
legacy  accounting  systems  currently  used  across  HHS  operating  divisions.  The 
UFMS  will  integrate  the  Department's  financial  management  structure  and  provide 
HHS  leaders  with  a  more  timely  and  coordinated  view  of  critical  financial 
management  information.  It  will  also  promote  the  consolidation  of  accounting 
operations  and  thereby  reduce  substantially  the  cost  of  providing  accounting 
services  throughout  HHS.  Similarly,  UFMS,  by  generating  timely,  reliable,  and 
consistent  financial  information,  will  enable  agencies  and  program  administrators 
to  make  more  timely  and  informed  decisions  regarding  their  operations. 
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Key  CMS  Initiatives 

Healthcare  Integrated  General  Ledger  Accounting  System  (HIGLAS) 

A  vital  component  of  UFMS  is  CMS's  Healthcare  Integrated  General  Ledger 
Accounting  System.  HIGLAS  will  provide  a  uniform  system  to  account  for  the 
billions  of  dollars  CMS  and  its  contractors  spend  each  year  in  Medicare  benefits 
and  in  program  management  funds.  The  FY  2004  budget  includes  funding  for 
HIGLAS  in  two  line  items:  the  Federal  Administration  activity  funds  replacement 
of  the  Financial  Accounting  Control  System  (FACS)  while  the  Medicare 
Operations  activity  funds  continued  implementation  of  the  proposed  HIGLAS 
solution  at  one  Part  A  and  one  Part  B  contractor  site.  Scheduled  activities  include  a 
stress  test  and  a  final  "go"  or  "no  go"  decision  on  phased  integration  and 
implementation  of  the  HIGLAS  solution.  Full  implementation  for  all  Medicare 
contractors,  projected  for  the  end  of  FY  2007,  will  assist  CMS  in  retaining  its 
unqualified  opinion  on  independent  audits  of  its  financial  statements,  give  CMS 
enhanced  oversight  of  contractor  financial  operations,  provide  high  quality  and 
timely  data  for  decision-making  and  performance  measurement,  and  significantly 
reduce  errors  in  financial  reporting. 

HIPAA  Implementation 

In  FY  2004,  CMS  will  continue  implementation  of  major  provisions  of  the  Health 
Insurance  Portability  and  Accountability  Act  (HIPAA).  The  FY  2004  Medicare 
Operations  request  funds  several  HIP  AA-related  information  technology  costs, 
including: 

•  ongoing  design  and  development  of  the  information  system  that  will  be 
used  to  enumerate  health  plans  and  health  care  providers  with  unique 
identifiers  for  use  in  transactions; 

•  beginning  to  assign  unique  identifiers  to  providers  who  are  covered  entities; 

•  implementing  local  systems  changes,  new  standards,  and  modifications  at 
the  fiscal  intermediaries,  carriers,  and  DMERCS; 

•  testing  with  late  providers;  and 

•  improving  systems  security  consistent  with  HIPAA  privacy  requirements 
and  the  HIPAA  security  regulation. 

Systems  Security 

CMS  is  continuing  system  security  efforts  to  enhance  the  overall  security  of  CMS 
systems,  prevent  and  combat  cyber-terror,  protect  sensitive  data,  and  be  compliant 
with  the  Government  Information  Security  Reform  Act  (GISRA).  The  FY  2004 
budget  provides  a  minimally  acceptable  level  of  funding  for  ongoing  security  on 
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internal  CMS  systems  and  CMS's  external  partners'  (primarily  Medicare 
contractors)  systems.  In  order  to  fully  comply  with  GISRA  and  numerous  other 
legislative  and  OMB  requirements  and  to  better  safeguard  the  sensitive  data  CMS 
and  its  contractors  possess,  CMS  is  requesting  additional  funding  for  systems 
security  activities  as  part  of  a  multi-year  revitalization  plan  which  is  briefly 
described  below. 

CMS  Revitalization  Plan 

As  part  of  a  multi-year  investment  fund  described  in  the  Executive  Summary  and 
Program  Management  tabs  of  this  Justification,  the  FY  2004  budget  includes 
$65  million  in  2-year  money  to  begin  to  address  IT  challenges  in  the  areas  of  systems 
security  risk  mitigation,  modernization  of  Medicare  fee-for-service  claims  processing, 
modernization  of  several  databases  vital  to  Medicare  and  Medicaid  program  operations, 
and  providing  a  modem  IT  infrastructure  to  effectively  support  a  secure 
e-gov/e-commerce  environment. 

Other  Information 

The  HHS  Exhibit  53,  which  will  be  posted  as  part  of  the  President's  Budget  at 
www.cio.gov,  presents  the  entire  CMS  IT  portfolio  distributed  by  mission  area, 
infrastructure  and  office  automation,  architecture  and  planning,  grants  management,  and 
grants  to  States. 
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Medicare  Benefits 


The  Centers  for  Medicare  &  Medicaid  Services  (CMS)  administers  Medicare,  the 
Nation's  largest  health  insurance  program,  which  covers  approximately  41  million 
Americans.  Medicare  provides  health  insurance  to  people  age  65  and  over,  those  who 
have  permanent  kidney  failure,  and  certain  people  with  disabilities.  For  nearly  four 
decades,  this  program  has  helped  pay  medical  bills  for  millions  of  older  Americans, 
providing  them  with  comprehensive  health  benfits  they  can  count  on.  Few  programs, 
public  or  private,  have  such  a  positive  impact  on  so  many  Americans. 

The  integration  of  CMS's  Annual  Performance  Plan  with  the  budget  submission  is 
illustrated  below.  The  CMS  has  selected  representative  performance  measures  to 
ensure  that  beneficiaries  receive  the  high-quality  care  they  need  and  depend  on.  In 
addition  to  the  performance  goals  shown  in  other  sections  of  this  document,  several  are 
directly  related  to  Medicare  benefits  and  beneficiary  services.  For  example: 

Improve  Satisfaction  of  Medicare  Beneficiaries  with  the  Health  Care  Services 
They  Receive  (MB1-04) 

Beneficiaries  are  CMS's  primary  customers,  and  one  of  CMS's  main  reasons  for  being 
is  to  assure  satisfaction  in  the  experiences  beneficiaries  have  in  accessing  care  for 
illnesses  and  injuries  when  needed,  including  their  access  to  care  of  specialists. 
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Performance  Goal  MB1-04  -  Improve  Satisfaction  of  Medicare  Beneficiaries  with  the  Health 
Care  Services  They  Receive 


Improve  Medicare's  Administration  of  the  Beneficiary  Appeals  Process  (MB4-04) 

The  appeals  process  is  a  critical  safeguard  available  to  all  Medicare  beneficiaries, 
allowing  them  to  challenge  denials  of  payment  or  service.  Under  fee-for-service  (FFS) 
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Performance  Goal  MB4-04  -  Improve  Medicare's  Administration  of  the  Beneficiary 
Appeals  Process 
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Medicare,  beneficiaries  have  the  right  to  appeal  a  denial  of  payment  by  a  Medicare 
fiscal  intermediary  (FI)  or  carrier.  This  appeal  comes  after  the  service  has  been 
provided.  The  appeals  process  takes  on  added  significance  under  the  M+C  program 
because  these  appeals  may  also  involve  pre-service  denials  of  care,  thus  opening  the 
possibilty  of  restricted  access  to  Medicare  services. 

The  CMS  believes  that  we  have  selected  goals  representing  our  efforts  regarding 
Medicare  benefits  and  beneficiary  services  that  address  a  range  of  issues,  both 
administrative  and  care-related. 
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Clinical  Laboratory  Improvement  Amendments  of 

1988 


Authorizing  Legislation  -  Public  Health  Service  Act,  Title  XIII,  Section  353. 


CLIA  Summary  Table 


2003 

2002 

President's 

2004 

Increase  or 

Actual 

Budget 

Estimate 

Decrease 

Collections/BA 

$43,731,000 

$43,000,000 

$43,000,000 

$0 

FTEs 

80 

80 

78 

-2 

Overview 


The  Clinical  Laboratory  Improvement  Amendments  of  1988  (CLIA)  establish  quality 
standards  for  laboratory  testing  to  ensure  the  accuracy,  reliability,  and  timeliness  of 
patient  test  results  regardless  of  where  the  test  is  performed.  CLIA  applies  to  all  sites 
which  perform  laboratory  testing  either  on  a  permanent  or  temporary  basis,  such  as 
physician  office  laboratories  (POLs);  hospitals;  nursing  facilities;  independent 
laboratories;  end-stage  renal  disease  facilities;  ambulatory  surgical  centers;  rural  health 
clinics;  insurance  laboratories;  Federal,  State,  city  and  county  laboratories;  and 
community  health  screenings.  CLIA  provisions  are  based  on  the  complexity  of 
performed  tests,  not  the  type  of  laboratory  where  the  testing  occurs.  Thus,  laboratories 
performing  similar  tests  must  meet  similar  standards,  whether  located  in  a  hospital, 
doctor's  office,  or  other  site.  In  accordance  with  CLIA  regulation,  CMS  will  continue 
its  partnership  with  the  States  to  certify  and  to  inspect  approximately  21,800 
laboratories  during  the  FY  2004-2005  survey  cycle. 

Laboratories  exempt  from  routine  Federal  inspections  include  those  performing  waived 
tests  only,  laboratories  in  which  specified  practitioners  perform  only  certain  microscopic 
tests,  laboratories  accredited  by  approved  independent  accrediting  organizations,  and 
laboratories  in  States  that  approve  or  license  clinical  laboratories  under  their  own 
standards.  Waived  laboratories  perform  only  simple  testing  and  are  not  generally 
subject  to  CLIA  requirements,  with  the  exception  of  following  manufacturers' 
instructions.  Laboratories  which  are  accredited,  or  which  operate  in  exempt  States,  are 
inspected  by  the  accrediting  organization  or  the  State  at  the  same  frequency  as  CMS- 
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certified  laboratories,  namely  every  2  years.  The  accrediting  organizations  and  exempt 
States  have  standards  considered  equal  to  or  more  stringent  than  those  required  under 
the  CLIA  statute.  Laboratories  that  are  subject  to  Federal  surveys  (those  performing 
nonwaived  testing)  can  choose  to  be  surveyed  either  by  CMS  or  by  one  of  the  6  CMS- 
approved  private  accrediting  organizations.  The  CMS  survey  process  is  outcome- 
oriented  and  utilizes  an  educational  approach  to  assess  compliance. 

Currently,  177,300  laboratories  are  registered  with  the  CLIA  program.  Approximately 
138,565,  or  78.2  percent,  of  these  laboratories  are  classified  as  waived  or  provider- 
performed  microscopy  laboratories  and  are  not  subject  to  routine  onsite  inspection.  The 
largest  number  of  laboratories,  physician  office  laboratories  (POLs),  account  for 
approximately  99,800,  or  56  percent,  of  the  laboratories  registered  under  the  CLIA 
program.  Approximately  79,200,  or  79  percent,  of  the  POLs  perform  testing  classified 
as  waived  or  as  provider-performed  microscopy. 
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Performance  Goal  CLI A2-04  -  Improve  and  Sustain  Testing  Accuracy  in  Laboratories 
Holding  a  CLIA  Certificate  of  Waiver 


Data  indicates  that  CLIA  has  helped  to  improve  the  overall  quality  of  testing  in  the 
United  States.  CMS  has  found  that  the  total  number  of  quality  deficiencies  has 
decreased  approximately  40  percent  from  the  first  laboratory  survey  to  the  second,  with 
further  decreases  noted  on  subsequent  surveys.  The  most  common  deficiencies  cited 
are:  not  following  manufacturer's  instructions  for  test  performance,  lack  of  planning  to 
monitor  overall  lab  operations  for  accuracy  and  quality,  and  lack  of  quality  control 
practice.  By  identifying  and  facilitating  the  correction  of  deficiencies  that  affect  the 
accuracy  of  lab  testing,  CLIA  has  advanced  the  improvement  of  the  quality  of  testing  in 
laboratories. 

Rationale  for  the  CLIA  Budget  Estimate 

The  CLIA  program  is  a  1 00  percent  user  fee  financed  program.  The  budget 
development  methodology  is  based  upon  the  number  of  CLIA  laboratories,  the  levels  of 
State  agency  workloads,  and  survey  costs.  CMS  determines  national  State  survey 
workloads  by  taking  the  total  number  of  laboratories  and  subtracting  waived 
laboratories,  laboratories  issued  certificates  of  provider-performed  microscopy,  State- 
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exempt  laboratories,  and  accredited  laboratories.  CMS  then  sets  the  national  State 
survey  workload  at  100  percent  of  the  laboratories  to  be  inspected  in  a  2-year  cycle. 
Workloads  projected  for  the  FY  2004-2005  cycle  include  surveys  of  20,980  non- 
accredited  laboratories,  State  validation  surveys  of  810  accredited  laboratories,  and 
approximately  1,570  follow-up  surveys  and  complaint  investigations. 

The  CLIA  program  has  evolved  past  the  original  projections  of  the  scope  and 
complexity  of  the  program.  Effective  January  31,  2000,  the  process  of  CLIA  test 
categorization  was  transferred  from  the  Centers  for  Disease  Control  and  Prevention 
(CDC)  to  the  Food  and  Drug  Administration  (FDA),  which  enables  laboratory  device 
manufacturers  to  only  submit  applications  to  one  agency  for  both  device  approval  and 
categorization.  CMS,  the  CDC,  the  FDA,  and  the  States  remain  focused  on  the  mission 
to  improve  the  accuracy  of  tests  administered  in  our  Nation's  laboratories,  thereby 
improving  health  care  for  all.  CMS,  the  CDC,  and  the  FDA  have  reevaluated  the 
program,  procedures,  responsibilities,  and  time  lines  to  continually  achieve  greater 
efficiencies,  while  ensuring  that  requirements  reflect  the  current  standard  of  practice  in 
laboratory  medicine.  By  being  flexible  and  results-oriented,  the  CLIA  program  has 
remained  successful  in  the  dynamic  healthcare  environment. 


V-35 


940 


SUPPORTING  INFORMATION 


Audited  Financial  Statements/Corrective  Action  Plan 


In  fiscal  year  (FY)  2002,  CMS  received  an  unqualified  audit  opinion  for  its  financial 
statements.  However,  the  auditors  reported  two  material  weaknesses — financial 
systems,  analyses,  and  oversight,  and  Medicare  electronic  data  processing  (EDP) 
controls.  The  CMS'  corrective  action  plan  (CAP)  addresses  these  weaknesses.  The 
CMS  updated  the  CAP  for  activities  through  December  31,  2002,  and  has  accomplished 
the  following  to  correct  the  weaknesses: 

•  Tested  financial  management  internal  controls  during  Statement  on  Auditing 
Standards  (SAS)  70  reviews  at  17  Medicare  contractors  using  certified  public 
accounting  (CPA)  firms. 

•  Reviewed  accounts  receivable  balances  at  1 5  Medicare  contractors  using  CPA 
firms. 

•  Conducted  contractor  performance  evaluation  reviews  of  financial  management 
issues  at  6  Medicare  contractors. 

•  Validated  financial  management  CAPs  from  Medicare  contractors. 

•  Provided  additional  instruction  to  our  Medicare  contractors  through  formal 
guidance  and  training  conferences. 

•  Established  regional  office/central  office  workgroups  to  address  four  key 
financial  management  areas:  trend  analysis,  reconciliations  of  funds  expended 
to  paid  claims,  corrective  action  plans,  and  internal  controls. 

•  Implemented  trend  analysis  to  validate  the  financial  data  it  reports,  as  well  as 
data  reported  by  Medicare  contractors. 

Our  long-term  plan  is  to  develop  and  implement  the  CMS  Healthcare  Integrated 
General  Ledger  Accounting  System  (HIGLAS).  This  project  is  a  key  element  of  our 
strategic  vision  to  develop  a  state-of-the-art  accounting  system  that  will  encompass  all 
Medicare  contractor  and  CMS  financial  activities.  We  will  continue  to  enhance 
Medicare  EDP  access  controls  through  improvements  in  training,  risk  assessments, 
system  administration,  and  internal  audits. 

Mandatory  Costs: 

•  Claims  Review:  In  FY  2003,  CMS  will  continue  to  be  responsible  for  claims 
review,  a  part  of  the  substantive  testing  process  for  the  CFO  audit.  This  activity 
will  be  funded  through  the  Medicare  Integrity  Program  (MIP)  budget  at  an 
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estimated  cost  of  $9.6  million.  The  methodology  for  this  is  outlined  in  the 
statement  of  work  for  Advance  Med  and  approved  for  use  by  the  Office  of 
Inspector  General  (OIG).  Generally,  it  consists  of  a  medical  records  review  of 
2,000  claims  submitted  to  Medicare  by  each  Medicare  contractor;  a  national  and 
contractor  specific  estimate  of  the  Medicare  fee-for-service  payment  error  rate  is 
calculated  from  this  review  and  projected  to  the  program.  The  OIG  oversees 
this  process,  which  is  done  by  a  Medicare  Program  Safeguards  Contractor. 

•  SAS  70  Reviews:  CMS's  MIP  budget  will  also  fund  SAS  70  reviews  of 
financial  management  internal  controls  at  the  Medicare  contractors.  Cost 
estimates  are  $5.5  million  in  FY  2003  and  $7.5  million  in  FY  2004. 

Discretionary  Costs:  The  Medicare  Operations  line  item  within  the  Program 
Management  account  funds  the  CFO  audit,  conducted  by  external  financial  consultants, 
and  accounts  receivable  (AR)  reviews.  In  FY  2004,  CMS  expects  to  spend  $5.2  million 
on  the  audit  and  $  1 .9  million  on  AR  reviews.  CMS  continues  to  request  discretionary 
funding  for  HIGLAS  in  order  to  respond  to  material  weaknesses  in  its  financial  systems. 
The  FY  2003  President's  budget  request  included  $5 1  million  for  this  initiative.  In 
FY  2004,  we  are  requesting  a  total  of  $57  million.  The  CMS  is  also  requesting 
$34  million  in  FY  2004  through  its  Revitalization  Plan  to  address  known  security 
weaknesses  in  the  Medicare  contractors'  EDP  controls. 
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Health  Care  Fraud  and  Abuse  Control 


Health  Care  Fraud  and  Abuse  Control  (HCFAC)  Account 

(dollars  in  thousands) 


FY  2003/2004 

FY  2002 

FY  2003 

FY  2004 

Increase/ 

Actual 

President's 

Estimate 

Decrease 

Budget 

Medicare  Integrity 

Program 

$699,582 

$720,000 

$720,000 

0 

FBI 

101,000 

114,000 

114,000 

0 

OIG  &  Wedge  Funds 

209.238 

241,000 

241.000- 

0 

Total  Obligations 

51,009,820 

$1,075,000 

$1,075,000 

0 

Authorizing  Legislation 

Section  1 128C  of  the  Social  Security  Act  established  the  Health  Care  Fraud  and  Abuse 
Control  (HCFAC)  program.  Section  1817  of  the  Social  Security  Act  established 
HCFAC  in  the  Federal  Hospital  Insurance  (HI)  Trust  Fund  and  specified  the  levels  of 
funding  for  the  activities  in  this  account.  Funds  are  permanently  appropriated  and  are 
made  available  through  the  apportionment  process.  Section  1 893  of  the  Social  Security 
Act  established  the  Medicare  Integrity  Program  (MIP).  The  HCFAC  account  funds  MIP 
and  other  health  care  fraud  and  abuse  control  activities.  Funds  are  to  be  used  for 
prosecutions  of  health  care  matters,  investigations,  audits,  inspections,  evaluations,  as 
well  as  for  educating  consumers  and  providers. 

In  addition  to  MIP,  funding  is  available  for  HCFAC  work  carried  out  by  the  FBI. 
Funding  levels  for  MIP  and  the  FBI  are  spelled  out  in  the  statute.  Funding  also  is 
available  for  the  HHS  Office  of  Inspector  General  (OIG),  the  Department  of  Justice 
(DOJ)  and  other  HHS  agencies.  Funding  other  than  that  spelled  out  in  statute  for  OIG  is 
known  as  "wedge"  money,  a  term  from  the  original  negotiations  about  the  bill.  The 
activities  and  amounts  for  each  agency  funded  with  wedge  money  are,  by  statute, 
negotiated  between  the  Attorney  General  and  the  Secretary  of  HHS. 
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Priorities  and  Strategies 

Reducing  fraud,  waste,  and  abuse  continues  to  be  a  top  priority  for  CMS  in  FY  2004. 
We  strive  in  every  case  to  pay  the  right  amount,  to  a  legitimate  provider,  for  covered, 
reasonable,  and  necessary  services  provided  in  the  appropriate  setting  to  an  eligible 
beneficiary. 

CMS  follows  four  parallel  strategies  in  carrying  out  our  program  oversight  activities. 
They  are:  prevention,  early  detection,  coordination,  and  enforcement. 

Prevention.  CMS  identifies  problems  before  a  claim  is  paid,  through  our  payment 
systems,  prepayment  medical  review  activities,  and  education  of  providers  and 
beneficiaries. 

Early  detection.  CMS  finds  problems  quickly,  using  audits  and  post  payment  claims 
reviews,  data  matches  and  other  sources  to  detect  improper  payments. 

Coordination.  CMS  works  with  others  to  identify  and  fight  fraud  and  abuse.  CMS 
recognizes  the  importance  of  working  with  contractors,  beneficiaries,  law  enforcement 
partners,  and  other  Federal  and  State  agencies  to  improve  the  fiscal  integrity  of  the 
Medicare  trust  funds. 

Enforcement.  CMS  ensures  that  action  4s  taken  when  fraud  and  abuse  is  found.  CMS 
will  continue  to  work  with  our  partners,  including  the  DHHS/OIG,  Department  of 
Justice  (DOJ),  State  agencies  for  survey  and  certification,  and  State  Medicaid  agencies 
to  pursue  appropriate  corrective  actions  such  as  restitution,  fines,  penalties,  damages, 
and  program  suspensions  or  exclusions. 
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Medicare  Integrity  Program  Activities 

The  MIP  activity  in  the  HCFAC  account  provides  funds  for  medical  review,  benefit 
integrity,  provider  and  HMO  audits,  Medicare  secondary  payer  activities, 
and  provider  education  and  training.  The  following  table  shows  costs,  savings  and 
returns  on  investment  (ROI)  for  each  of  the  MIP  activities  for  the  years  FY  2002, 
FY  2003  and  FY  2004.  For  display  purposes,  the  ROI  is  straight-lined  in  FY  2004. 


(dollars  in  mMons) 


FY  2002 

PY  2003 

FY  2004 

Cost 

Savinqs 

ROI 

Cost 

Savings 

ROj 

Cost 

Savinqs 

ROI 

Medical 
Review 

$196 

$3,281 

17:1 

$182 

$3,094 

17:1 

$182 

$3,094 

17:1 

Benefit 
Integrity 

103 

1L 

105 

11 

105 

1/ 

Audit 

205 

2,626 

13:1 

208 

2,704 

13:1 

208 

2,704 

13:1 

HMO  Audits 

2 

30 

15:1 

9 

135 

15:1 

9 

135 

15:1 

Medicare 

Secondary 

Payer 

140 

4,170 

30:1 

146 

4,380 

30:1 

146 

4,380 

30:1 

Provider 
Education  & 
Training 

54 

2L 

70 

2L 

70 

2/ 

Total 

$700 

$10,107 

15:1 

$720 

$10,313 

14:1 

$720 

$10,313 

14:1 

1/  Because  the  scope  and  nature  of  this  work  depends  largely  on  activities  of  other  agencies,  it  is 

difficult  to  quantify  savings  for  this  activttty. 
2/  Because  of  the  scope  and  nature  of  this  work ,  it  is  difficult  to  quantify  savings  for  this  activity 


Medical  Review  (MR)  MR  activities  can  be  conducted  either  pre-payment  or  post- 
payment,  and  serve  to  guard  against  inappropriate  benefit  payments  by  ensuring  that  the 
medical  care  provided  meets  all  of  the  following  conditions: 

•  the  service  fits  one  of  the  benefit  categories  described  in  title  XVHI  of  the  Act  and  is 
covered  under  the  Medicare  program; 

*  it  is  not  excluded  by  the  Act;  and 


V-41 


945 


SUPPORTING  INFORMATION 


•    it  is  reasonable  and  necessary  within  the  meaning  of  section  1 862(a)(  1 )( A)  of  the 
Act  for  the  diagnosis  or  treatment  of  illness  or  injury,  or  to  improve  the  functioning 
of  a  malformed  body  member. 

Benefit  Integrity  (BP.  BI  activities  deter  and  detect  Medicare  fraud  through  concerted 
efforts  with  the  Office  of  Inspector  General  (OIG),  the  General  Accounting  Office,  the 
Department  of  Justice,  and  other  CMS  partners.  In  support  of  BI,  CMS  conducts 
proactive  data  analysis  to  identify  patterns  of  fraud  and  make  appropriate  referrals  to 
law  enforcement.  CMS  follows  up  on  beneficiary  complaints  that  indicate  fraud,  and 
support  law  enforcement  as  cases  are  negotiated. 

Provider  Audit.  Auditing  is  CMS's  primary  instrument  to  safeguard  payments  made  to 
institutional  providers  who  are  paid  on  an  interim  basis  and  whose  costs  are  finally 
settled  through  the  submission  of  an  annual  Medicare  cost  report.  The  audit  process 
includes  the  timely  receipt  and  acceptance  of  provider  cost  reports,  desk  review  and 
audit  of  those  cost  reports,  and  the  final  settlement  of  the  provider  cost  reports.  The 
audit  process  includes  such  adrniriistrative  functions  as  intermediary  hearings  and 
appeals  to  the  Provider  Reimbursement  Review  Board.  The  audit  effort  also  helps 
determine  the  confidence  level  in  the  data  reported  in  the  Medicare  cost  reports  and 
reflects  changes  in  provider  behavior. 

HMO  Audits.  CMS  contracts  with  managed  care  organizations  (MCOs)  to  provide 
services  to  Medicare  enrollees  on  a  cost  reimbursement  basis.  The  agency  determines 
the  monthly  payments  that  are  made  to  these  MCOs  on  a  prepayment  basis  and  is 
responsible  for  the  proper  settlements  of  final  cost  reports.  To  ensure  accurate 
reimbursement,  CMS  contracts  with  an  independent  CPA  firm  to  audit  cost  reports 
submitted  for  settlement.  CMS's  performance  goal  is  to  increase  the  ratio  of  recoveries 
to  audit  dollars  spent. 

Medicare  Secondary  Payment  (MSP)  The  MSP  effort  ensures  that  the  appropriate 
primary  payer  makes  payment  for  health  care  services  for  beneficiaries.  The  MSP 
program  collects  timely  and  accurate  information  on  the  proper  order  of  payers,  and 
makes  sure  that  Medicare  only  pays  for  those  claims  where  it  has  primary  responsibility 
for  payment  of  health  care  services  for  Medicare  beneficiaries.  When  mistaken 
Medicare  primary  payments  are  identified,  recovery  actions  are  undertaken. 


Performance  Goal  MIP8-04  -  Improve  the  Effectiveness  of  the  Administration  of  Medicare 
Secondary  Payer  (MSP)  Provisions  by  Increasing  the  Number  of  Voluntary  Data  Exchange 
Agreements  with  Insurers  or  Employers 
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Provider  Education  and  Training  (PET).  PET  concentrates  on  educational  activities  that 
communicate  appropriate  billing  practices  in  compliance  with  Medicare  rules, 
regulations  and  manual  instructions.  It  focuses  on  assisting  providers  to  avoid  and 
detect  waste,  fraud,  and  abuse.  In  addition,  some  PET  activities  are  funded  from  the 
Program  Management  appropriation.  These  activities  are  directed  more  toward 
on-going  program  information  so  that  providers  can  best  serve  Medicare  beneficiaries 
and  reduce  costly  claims  processing  errors. 

FY  2004  Funding  for  MIP 

For  FY  2004,  the  Health  Insurance  Portability  and  Accountability  Act  of  1996  (HDPAA) 
provides  $720  million  for  MIP.  With  these  resources,  CMS  plans  to  enhance  a  number 
of  activities  in  our  comprehensive  plan.  For  example: 

CMS's  medical  review  activities  will  emphasize  appropriate  corrective  actions  for 
identified  claims  payment  errors.  In  addition,  CMS  will  stress  a  quality  improvement 
program,  to  ensure  that  the  decisions  made  by  medical  review  staff  are  accurate  and 
consistent,  and  to  provide  a  thorough  and  efficient  medical  review  process.  This 
approach  will  enable  CMS  to  reduce  the  claims  payment  error  rate  and  assure . 
providers  and  beneficiaries  that  we  are  operating  the  program  in  a  responsible  manner. 

In  provider  education  and  trainirg,  CMS  will  emphasize  educational  activities  that 
communicate  appropriate  billing  practices  in  compliance  with  Medicare  rules, 
regulations  and  manual  instructions.  Data  analysis  and  interaction  with  local  medical 
societies,  professional  associations,  and  other  provider  organizations  will  be  used  to 
effectively  target  CMS's  efforts. . 

Improved  provider  enrollment  activities  will  ensure  that  CMS  enrolls  only  legitimate 
providers.  Plans  are  being  developed  or  are  already  underway  to:  provide  stricter 
standards  and  stronger  conditions  of  participation;  conduct  onsite  visits  to  verify 
legitimacy  and  compliance  with  standards;  increase  the  frequency  of  re-enrollment;  and 
collect  better  ownership  and  financial  solvency  information. 

Major  MIP  Initiatives 

CMS  has  set  a  performance  goal  of  reducing  the  Medicare  fee-for-service  claims 
payment  error  rate  to  below  5  percent  by  the  end  of  FY  2004.  This  goal  supports  CMS's 
strategic  goal  to  promote  the  fiscal  integrity  of  CMS  programs.  CMS  has  implemented 
a  Corrective  Action  Plan  designed  to  minimize  the  vulnerabilities  associated  with  the 
complexities  of  the  Medicare  payment  systems  and  the  large  number  of  contractors, 
providers  and  insurers  involved  in  the  Medicare  fee-for-service  program. 
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Performance  Goal  MEP1-04  -  Reduce  the  Percentage  of  Improper  Payments  Made  Under  the 
Medicare  Fee-for-Service  Program  


In  support  of  this  plan,  a  comprehensive  error  rate  testing  (CERT)  program  will  be  fully 
implemented  in  FY  2003.  CERT  is  scheduled  to  provide  a  single  national  error  rate  for 
the  Medicare  program  by  November  2003  and  into  the  future. 

CERT  will  produce  error  rates  for  paid  claims,  with  specific  rates  by  contractor, 
provider  type,  and  type  of  benefit.  These  rates  can  be  aggregated  to  produce  national 
level  estimates  similar  to  those  in  the  CFO  audit,  but  with  greater  accuracy.  Under  the 
CERT  program,  independent  medical  reviewers  will  review  representative  random 
samples  of  Medicare  claims.  The  sample  claims  will  be  identified  as  soon  as  they  are 
accepted  into  the  claims  processing  system.  The  independent  reviewers  will  perform  a 
medical  review  of  sample  claims  that  have  been  paid,  and  validate  denied  claims  to 
ensure  that  the  decision  was  appropriate.  The  outcomes  that  CMS  anticipates  from  the 
CERT  program  are  a  paid  claims  error  rate,  a  claims  processing  error  rate,  and  a 
provider  compliance  rate.  The  CERT  program  will  provide  substantially  greater  detail 
and  analysis  of  the  vulnerabilities  in  the  current  system. 
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Performance  Goal  MXP9-04  -  Reduce  the  Medicare  Contractor  Error  Rate 


CERT  will  also  be  used  to  establish  baseline  provider  compliance  rates.  Once  a 
baseline  is  created  CMS  will  be  able  to  track  whether  or  not  corrective  actions 
undertaken  by  contractors  are  affecting  the  provider  compliance  rate. 


TIT 

r 

'I' 

V 

r 

v 

'1' 

'1 1 

T 

V 

r  2 

3 

4 

5 

6 

a 

a 

10 

n 

12 

Performance  Goal  MIP10-04  -  Improve  the  Medicare  Provider  Compliance  Rate 


CMS  is  pursuing  a  number  of  other  efforts  designed  to  reduce  Medicare's  improper 
payment  rate.  These  efforts  include: 
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•  Targeting  program  vulnerabilities.  Since  1999,  CMS  has  used  special  contractors 
with  program  integrity  experience  to  target  problem  areas.  These  contractors  give 
CMS  the  information  and  flexibility  to  identify  and  meet  emerging  challenges. 

•  Improving  Customer  Service.  CMS  has  expanded  its  efforts  to  assess  and  improve 
the  customer  service  provided  by  the  claims-processing  contractors,  to  ensure  that 
they  provide  accurate,  reliable,  and  relevant  information  about  Medicare  coverage 
and  billing  to  physicians  and  other  health  care  providers. 
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Performance  Goal  MIP6-04  -  Assess  Program  integrity  Customer  Service 


•  Clarifying  documentation  guidelines.  New  guidelines  are  being  tested  for 
physicians  who  provide  evaluation  and  management  services  to  patients.  The 
guidelines  are  designed  to  ensure  that  Medicare  pays  claims  appropriately,  while 
minimizing  the  paperwork  burden  for  doctors. 

•  Strengthening  enrollment.  CMS  has  revised  procedures  to  ensure  that  the  relatively 
few  unqualified  providers  cannot  bill  Medicare,  while  reducing  the  burden  of  the 
Medicare  enrollment  process  on  uV  large  number  of  qualified  health  care  pro  viders. 
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Performance  Goal  MIP7-04  -  Improve  the  Provider  Enrollment  Process 


•    Improving  industry  compliance.  CMS  has  supported  the  Inspector  General's 
development  of  voluntary  compliance  guidance  for  hospitals,  medical  equipment 
suppliers,  clinical  laboratories,  home  health  agencies,  third-party  billers, 
Medicare+Choice  organizations  and  other  providers. 

MIP  Contracting  Authority 

The  Medicare  Integrity  Program  includes  authority  that  allows  CMS  to  contract  with 
entities  other  than  our  current  carriers  and  fiscal  intermediaries  to  perform  specific 
payment  safeguard  functions,  such  as  fraud  detection  and  investigation,  and  provider 
cost  report  audits.  CMS  has  used  this  authority  to  award  contracts  to  12  program 
safeguard  contractors  (PSCs),  and  will  continue  this  approach  in  FY  2003  and  FY  2004. 
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CMS  has  developed  a  flexible  contracting  strategy  for  the  PSCs  that  allows  CMS  to  use 
different  models  to  address  diverse  program  safeguard  needs.  To  date,  CMS  has 
awarded  task  orders  for  over  30  different  projects.  Some  of  these  task  orders  have  been 
awarded  to  multiple  PSCs.  Under  these  task  orders,  the  PSCs  are  performing  a  wide 
range  of  activities  including  the  following: 

•  conducting  a  data  match  of  California  Medicare  and  Medicaid  data; 

•  developing  a  centralized  data  verification  project  that  will  assess  the  accuracy  and 
reliability  of  national  CMS  data  used  in  making  decisions  related  to  skilled  nursing 
facilities  and  home  health  agencies; 

•  implementing  the  comprehensive  error  rate  testing  program  to  produce  national, 
contractor  specific,  benefit  category  specific  and  provider  specific  paid  claim  error 
rates;  and 

•  performing  benefit  integrity  work  previously  done  by  Medicare  fiscal  intermediaries 
and  carriers. 

The  major  effort  in  FY  2003  and  early  FY  2004  will  be  the  transfer  of  all  benefit 
integrity  functions  from  the  Medicare  fiscal  intermediaries  and  carriers  to  PSCs 


Wedge  Funding — Medicaid/State  Children's  Health  Insurance  Program  (SCHIP) 

In  addition  to  MIP  funding,  CMS  will  use  resources  from  the  wedge  funds  to  carry  out 
fraud  and  abuse  activities.  Decisions  about  wedge  funding  are  made  by  negotiation  and 
agreement  between  the  Secretary  of  HHS  and  the  Attorney  General. 

One  activity  funded  from  wedge  money  is  the  development  of  Medicaid  error-rate 
baselines.  CMS,  in  conjunction  with  its  consultant  contractor,  has  developed  the  CMS 
Payment  Accuracy  Model  (PAM).  The  CMS  P  AM  has  been  designed  to  produce  both 
State-specific  and  national-level  payment  accuracy  estimates  for  the  Medicaid  Program. 
The  model  will  be  pilot  tested  in  12  States  during  FY  2003.  In  FY  2004,  the  goal  is  to 
pilot  test  the  model  in  up  to  25  States,  increasing  the  number  of  participating  States 
from  previous  years  in  order  to  ensure  that  the  pilot  study  is  representative.  Additional 
efforts  to  encourage  participation  from  larger  States  and  from  States  with  substantial 
managed  care  programs  will  be  essential.  CMS  intends  to  prepare  final  specifications 
for  the  CMS  PAM  Model  based  upon  reports  and  findings  from  these  States  in 
anticipation  of  future  national  implementation. 

In  addition,  the  FY  2004  budget  reflects  plans  to  provide  $20  million  from  wedge  funds 
to  support  the  Medicaid  financial  management  project.  This  would  provide  resources 
for  additional  financial  management  activities,  including  additional  staff  to  improve  the 
fiscal  integrity  of  the  Medicaid  program  and  to  strengthen  Federal  oversight  of  the 
States'  financial  practices.  Other  Medicaid  and  SCHEP  projects  are  under  consideration. 
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Program  Assessment  Rating  Tool 

Medicare  Integrity  Program 

A  PART  assessment  was  conducted  for  this  program  and  helped  inform  the  FY  2004 
budget  policy.  A  summary  of  the  PART  assessment  follows. 

Final  PART  Score 

Medicare  Integrity  Program  (MIP)  85  percent 

The  Medicare  Integrity  Program  provides  mandatory  funds  to  promote  the  integrity  of 
the  Medicare  trust  funds  through  fraud  and  abuse  control  activities. 

The  PART  assessment  found  that  the  program  has  a  clear  purpose,  is  managed  well 
overall  and  relies  on  performance  measures  that  are  directly  relevant  to  the  program 
purpose.  This  is  reflected  in  the  reduction  of  the  Medicare  error  rate,  which  has 
declined  from  14  percent  of  fee-for-service  payments  in  1996  to  6.3  percent  in  2001. 

rrhe  assessment  noted  that  CMS  is  developing  sub-national  performance  measures  to 
produce  contractor,  provider  and  benefit-specific  error  rates,  and  developing  provider 
compliance  rates  to  identify  providers  who  need  assistance  with  accurate  billing. 

The  assessment  also  noted  that  although  CMS  has  an  effective  national  performance 
measure,  it  does  not  require  fiscal  intermediaries  and  contractors  to  commit  to  specific 
error  rates.  Also,  CMS  contracts  with  fiscal  intermediaries  and  carriers  on  a  cost  basis, 
and  budgets  most  MIP  funds  based  on  activity  level.  As  a  result  the  number  of 
payment  errors  does  not  affect  contractor  reimbursements. 

Activities  or  Corrective  Actions  to  Redress  Any  Deficiencies 

As  a  result  of  the  PART  process,  CMS  intends  to  further  reduce  the  Medicare  fee-for- 
service  error  rate  to  4  percent  by  FY  2008.  In  addition,  CMS  has  included  the  following 
two  new  program  integrity  goals  in  the  FY  2004  Annual  Performance  Plan: 

•  Reduce  the  Medicare  Contractor  Error  Rate  (MIP9-04):  By  FY  2008,  every 
Medicare  contractor  will  have  an  error  rate  of  5  percent  or  less. 

•  Improve  the  Medicare  Provider  Compliance  Rate  (MIP  1 0-04):  By  FY  2008, 
CMS  will  significantly  improve  the  Medicare  provider  compliance  rate. 

Note  that  although  the  Block  /Formula  Grant  PART  tool  was  found  best  suited  to  assess 
the  MIP  program,  MIP  does  not  fund  block  grants  or  formula  grants. 
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State  Grants  and  Demonstrations 


Authorizing  Legislation  -  The  Ticket  to  Work  and  Work  Incentives  Improvement  Act 
of  1999  (P.L.  106-170),  Title  II  and  the  Trade  Act  of  2002  (P.L.  107-210),  Title  E. 


State  Grants  and  Demonstrations  Summary  Table 


FY  2002 
Actual 

FY  2003 
President's 
Budget  1/ 

FY  2004 
Estimate 

Increase/ 
Decrease 

Ticket  to  Work 

Section  203  -  Medicaid 
Infrastructure  Grants 

$25,000,000 

$  30,000,000 

$35,000,000 

+$5,000,000 

Section  204  - 

Demonstration  to  Maintain 
Independence  & 
Employment 

$42,000,000 

$42,000,000 

$42,000,000 

$0 

Subtotal  -  Ticket  to  Work 
Appropria  tion/BA 

$67,000,000 

$72,000,000 

$77,000,000 

+$5,000,000 

Trade  Act  -  Qualified 
High-Risk  Pools 

Subsection  (a)  Seed  Grants 

$20,000,000 

$0 

-$20,000,000 

Subsection  (b)  Operations 

$40,000,000 

$40,000,000 

$0 

Subtotal  -  High-Risk  Pools 
A ppropriation/BA 

$60,000,000 

$40,000,000 

-$20,000,000 

Total  Appropriation/BA 

$67,000,000 

$132,000,000 

$117,000,000 

-$15,000,000 

Unobligated  Balance,  Start 
of  Year 

$40,199,000 

$81,706,000 

$141,604,000 

+$59,897,000 

Prior  Year  Recovery 

$0 

$1,125,000 

$0 

-$1,125,000 

Unobligated  Balance,  EOY 

$81,706,000 

$141,604,000 

$163,876,000 

+$22,272,000 

Obligations 

$25,493,000 

$73,227,000 

$94,728,000 

+$21,500,000 

1/  This  column  reflects  the  current  estimate  for  FY  2003.  Budget  authority  (BA)  for  the  Ticket  to  Work 
grant  programs  remains  as  $72  million  for  FY  2003.  Budget  authority  for  the  High-Risk  Pools  was  non- 
existent at  the  time  of  the  FY  2003  President's  Budget.  Legislation  which  established  the  high-risk  pool 
grant  programs  was  passed  on  August  6,  2002,  after  the  FY  2003  President's  Budget  was  formulated. 
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TICKET  TO  WORK  GRANT  PROGRAMS 
Background 

Title  II  of  the  Ticket  to  Work  and  Work  Incentives  Improvement  Act  of  1999 
(P.L.  106-1 70)  established  two  grant  programs  starting  in  FY  2001 .  Section  203  of  the 
Act  provides  an  appropriation  each  year  from  FY  200  i  to  FY  201 1  for  infrastructure 
grants  to  support  the  design,  establishment,  and  operation  of  State  infrastructures  that 
provide  items  and  services  to  support  working  individuals  with  disabilities.  Section  204 
provides  for  an  appropriation  of  $42  million  for  each  of  the  fiscal  years  from  2001  to 
2004  and  $41  million  for  both  FY  2005  and  FY  2006  for  demonstration  projects.  The 
demonstration  projects  will  evaluate  the  potential  benefits  of  providing  Medicaid 
services  to  workers  with  physical  or  mental  impairments  that,  without  medical 
intervention,  have  the  potential  to  result  in  disability. 

Funding 

In  FY  2004,  the  budget  authority  provided  by  statute  for  the  two  grant  programs  totals 
$77  million.  Section  203  of  this  Act  authorizes  and  appropriates  $35  million  for 
1 00  percent  Federally-funded  Medicaid  infrastructure  grants  to  States.  Section  204  of 
this  Act  authorizes  and  appropriates  $42  million  for  demonstrations  to  maintain 
independence  and  employment. 

Grants  Awarded  and  Demonstrations  Approved 

As  of  December  31,  2002,  a  total  of  41  entities  (40  States  and  the  District  of  Columbia) 
have  been  approved  for  funding  from  the  Infrastructure  Grant  Program  since  its 
inception.  For  FY  2003,  a  total  of  36  entities  (35  States  and  the  District  of  Columbia) 
will  receive  funding  through  the  Medicaid  Infrastructure  Grant  Program.  With  this 
funding,  the  recipients  plan  to  make  systemic  changes  that  will  help  individuals  with 
disabilities  gain  employment  and  retain  their  health  care  coverage.  These  changes  are 
designed  to  increase  Medicaid  buy-in  programs  and  enhance  State  personal  assistance 
service  programs. 

Additionally,  three  States  (Rhode  Island,  Texas,  and  Mississippi)  and  the  District  of 
Columbia  have  been  awarded  Demonstration  to  Maintain  Independence  and 
Employment  grant  funding  since  the  program's  inception.  States  implementing 
demonstration  grant  programs  will  provide  Medicaid-equivalent  services  to  targeted 
populations  of  working  individuals  with  disabilities.  The  demonstration  projects  will  be 
used  to  evaluate  the  impact  of  providing  Medicaid  benefits  to  a  working  person  with  a 
potentially  severe  disability.  The  State  demonstration  projects  approved  so  far  will 
cover  the  HIV/ AIDS,  multiple  sclerosis,  and  bipolar/schizophrenia  populations. 
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QUALIFIED  HIGH-RISK  POOLS 
Background 

Part  of  Title  II  of  the  Trade  Act  of  2002  (P.L.  107-210)  amends  the  Public  Health 
Service  Act  by  adding  Section  2745,  which  addresses  promotion  of  qualified  high-risk 
pools  for  assisting  "high-risk"  individuals  who  may  find  private  health  insurance 
unavailable,  unaffordable,  or  undesirable.  This  section  establishes:  (1)  seed  grants  to 
States  for  the  creation  and  initial  operation  of  a  qualified  high-risk  pool  for  those  States 
that  do  not  have  one  as  of  the  date  of  legislative  enactment  and  (2)  grants  to  States  for 
operation  of  qualified  high-risk  pools. 

Funding 

The  legislation  provides  an  appropriation  of  $20  million  in  FY  2003  for  funding  a 
State's  costs  for  creation  and  initial  operation  of  a  qualified  high-risk  pool.  In  addition, 
an  appropriation  of  $40  million  is  provided  in  both  FY  2003  and  FY  2004  for  the 
operation  of  qualified  high-risk  pools.  The  FY  2003  funding  is  available  for  obligation 
until  the  end  of  FY  2004,  and  the  FY  2004  funding  is  available  for  obligation  until  the 
end  of  FY  2005. 

Status 

CMS  sent  letters  to  all  governors  and  State  insurance  commissioners  on 
November  26,  2002,  announcing  the  availability  of  seed  grant  funding  for  the 
establishment  and  initial  operation  of  qualified  high-risk  pools.  The  letter  included 
grant  application  information.  The  deadline  for  States  to  apply  to  CMS  is 
March  31,  2004. 

CMS  will  send  letters  to  all  governors  and  State  insurance  commissioners  in  early  2003 
announcing  the  availability  of  grant  funding  for  the  operation  of  existing  qualified  high- 
risk  pools.  The  letter  will  include  grant  application  information.  The  deadlines  for 
States  to  apply  for  the  matching  operation  grant  will  be  published  in  the  grant 
application  information. 
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National  Medicare  &  You  Education  Program 


Beneficiary  education  continues  to  be  a  high  priority  for  CMS.  People  with  Medicare 
are  being  asked  to  make  complex  choices  about  their  health  care  and  health  care 
financing.  As  a  result,  beneficiaries  and  their  caregivers  need  to  be  able  to  access  the 
information  they  need  to  understand  their  health  plan  choices  and  to  make  informed 
health  decisions.  Consumer  research  indicates  that  beneficiaries  are  often  confused  or 
do  not  know  where  to  go  to  meet  their  information  needs.  The  CMS's  national 
education  program,  Medicare  &  You,  educates  Medicare  beneficiaries  so  they  can  make 
informed  health  decisions  based  on  accurate,  reliable,  relevant,  and  understandable 
information. 

Medicare  &  You  is  a  dynamic  education  program  that  ensures  that  CMS  effectively  and 
efficiently  reaches  beneficiaries.  The  CMS  systematically  studies  the  information  needs 
of  Medicare  beneficiaries,  their  advocates,  and  CMS's  partners  to  continually  make 
enhancements  and  improvements  to  increase  program  effectiveness.  Evaluation  and 
assessment  of  the  communication  channels  are  also  conducted  annually  to  determine 
methods  for  improving  the  services  and  information  provided  in  the  upcoming  year.  A 
significant  improvement  in  the  public's  ability  to  make  more  informed  health  care 
choices  about  issues  as  complex  as  health  and  health  care  financing  can  only  be  realized 
over  time. 
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Performance  Goal  MO9-04  -  Improve  Beneficiary  Understanding  of  Basic  Features  of  the 
Medicare  Program 


Providing  the  approximately  41  million  Medicare  beneficiaries  with  the  knowledge  and 
skills  needed  to  make  fully-informed  choices  about  their  health  plan  options  is 
challenging,  especially  since  this  population  is  very  diverse  in  terms  of  education  and 
literacy. 

Therefore,  the  Medicare  &  You  education  program  employs  a  variety  of  communication 
channels  and  information  activities  to  reach  and  inform  the  intended  audiences 
including:  printed  materials,  1-800-MEDICARE  toll-free  telephone  services,  Internet 
sites,  community-based  education  targeted  to  vulnerable  populations  with  access  issues, 
enhanced  counseling  at  the  local  level  from  State  Health  Insurance  and  Assistance 
Programs  (SHIPs),  partnering  with  organizations  that  have  vehicles  and  tools  for  better 
reaching  specific  audiences,  and  a  national  ad  campaign  to  ensure  that  people  know 
where  to  access  information  when  they  need  to  make  decisions. 
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Medicare  &  You  began  in  October  1997  with  the  passage  of  the  Balanced  Budget  Act 
(BB  A).  The  first  3  years  of  the  program  were  funded  primarily  by  user  fees  because  of 
the  emphasis  on  Medicare+Choice  requirements.  However,  the  scope  of  the  Medicare 
&  You  program  extends  beyond  BBA  requirements  to  satisfy  multiple  mandates  or 
projects  that  have  been  in  existence  for  several  years.  Therefore,  in  addition  to  the 
Medicare+Choice  user  fee,  the  Medicare  &  You  campaign  is  funded  with  Quality 
Improvement  Organization  and  Program  Management  funds.  Since  FY  2001,  Program 
Management  funds  have  been  the  major  funding  source  due  to  reductions  in  the  user  fee 
mandated  by  the  Balanced  Budget  Refinement  Act  (BBRA)  of  1999. 

Starting  in  FY  2001,  Section  522  of  the  BBRA  amended  the  user  fee,  limiting  the 
maximum  amount  that  can  be  obtained  from  Medicare+Choice  organizations,  to  a 
percentage  of  $100  million  based  on  the  annual  average  enrollment  in  Medicare+Choice 
organizations.  Application  of  this  formula  equates  to  user  fee  collections  of  $14  million 
in  FY  2004.  This  user  fee  number  is  subject  to  change  as  Medicare+Choice  enrollment 
rises  or  falls. 

FY  2002  Major  Program  Activities 

•  The  2002  Medicare  &  You  handbook  was  mailed  to  approximately  34  million 
Medicare  beneficiaries  in  beneficiary-preferred  language  (English  or  Spanish)  and 
media  (Braille,  audiocassette,  large  print)  in  October  2001.  Each  month, 
approximately  200,000  new  beneficiaries  receive  the  handbook  as  they  enroll  in 
Medicare.  Additionally,  approximately  1.4  million  copies  were  provided  to  health 
plans,  Congressional  staff,  partners,  and  agents. 

The  2003  Medicare  &  You  handbook  (which  was  distributed  in  October  2002)  was 
developed  during  this  fiscal  year.  Improvements  to  this  handbook  were  made  based 
on  consumer  suggestions  and  testing,  and  new  information  was  incorporated  to 
inform  beneficiaries  of  program  changes. 

•  On  October  1 ,  200 1 ,  the  1  -800-MEDIC ARE  toll-free  telephone  line  was  expanded 
to  provide  access  to  customer  service  representatives  24  hours  a  day,  7  days  per 
week.  The  CMS  wants  to  ensure  a  high  level  of  customer  service  by  providing 
beneficiaries  and  those  acting  on  their  behalf  answers  to  their  questions  at  any  time. 
Call  volumes  significantly  increased  in  FY  2002,  and  CMS  expects  that  the  volume 
of  calls  during  expanded  hours  will  grow  as  publicity  around  these  services 
continues  and  as  more  beneficiaries  learn  that  they  can  get  information  they  need 
anytime  during  the  day  or  night. 

•  In  FY  2002,  a  new  beneficiary  decision  tool,  the  Medicare  Personal  Plan  Finder 
(MPPF),  was  introduced  to  www.medicare.  gov.  The  MPPF  was  specifically 
designed  to  assist  beneficiaries  in  understanding  their  health  plan  options  and 
selecting  the  plan  that  best  meets  their  needs.  Additionally,  nursing  home  quality 
information  was  added  to  the  content  of  the  web  site. 
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•  A  comprehensive  national  ad  campaign  was  introduced  in  the  fall  of  2001 . 
Research  indicates  that  adults  aged  60  and  over  are  among  the  heaviest  viewers  of 
television  and  they  tend  to  be  very  responsive  to  media.  Most  people  with  Medicare 
also  seek  information  when  a  specific  need  or  problem  arises.  The  CMS  purchased 
a  mix  of  ad  buys  (TV,  radio,  print,  Internet)  carefully  designed  to  reach  the 
maximum  number  of  people  through  the  most  effective  outlets  in  the  most  cost- 
effective  way. 

•  The  CMS  continued  their  grant  relationship  with  the  SHIPs,  which  are  largely 
volunteer-based  organizations  located  in  all  50  States,  the  District  of  Columbia, 
Puerto  Rico,  and  the  Virgin  Islands.  They  provide  information  and  direct 
beneficiary  counseling  on  more  complex  Medicare  related  topics,  including 
Medicare  entitlement  and  enrollment,  health  plan  options,  Medigap  and  long-term 
care  insurance,  and  Medicaid.  The  services  provided  reflect  unique  social,  cultural, 
and  geographical  needs  of  the  population.  In  FY  2002,  nearly  2.5  million 
beneficiaries  were  served  through  telephone  and  face-to-face  assistance  and 
outreach  activities  from  12,000  highly  trained  volunteers  at  the  State  level.  At  the 
local  level,  approximately  30,000  outreach  and  education  activities  were  conducted. 

The  CMS  continued  their  alliances  with  140  network  partners  (e.g.,  associations, 
advocacy  groups,  corporations,  State  and  local  government  offices,  employers,  and 
unions)  working  cooperatively  in  public-private  partnership  to  meet  the  education 
program  goals  at  the  State  and  local  levels. 

•  The  CMS  continued  activities  that  directly  support  the  education  program  and  the 
communication  channels,  including  formative  research,  evaluation,  and  assessment 
of  the  channels  and  consumer  experiences  with  the  health  plans  and  services 
through  the  Consumer  Assessment  of  Health  Plan  Study  (CAHPS). 

FY  2003  and  FY  2004  Major  Program  Activities 

The  CMS  plans  to  continue  the  services  and  customer  support  described  in  the  FY  2002 
base.  A  key  component  of  this  dynamic  program  is  to  ensure  that  improvements  and 
enhancements  are  made  based  on  formative  research,  evaluation,  and  assessment 
activities  conducted  each  year.  Much  emphasis  is  focused  on  improving  education 
products  and  services  each  year  based  on  evaluation  and  assessment  results. 

For  example,  the  second  national  ad  campaign  (which  started  in  June  2002  and 
continues  through  FY  2003)  has  been  refined  and  improved  based  on  lessons  learned 
from  the  first  campaign  that  was  primarily  conducted  in  the  fall  of 2001 .  Findings 
confirm  that  many  of  the  first  campaign  activities  were  approached  correctly.  However, 
refinements  in  strategies  and  methods  are  specifically  being  addressed  in  the  following 
areas  for  future  campaigns. 

•    Based  on  research  indicating  that  people  with  Medicare  want  information  when 
they  need  it,  the  second  campaign  focused  on  distributing  ads  more  continuously 
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throughout  the  year  rather  than  frequently  broadcasting  ads  during  a  short  period 
of  time.  Also,  instead  of  focusing  on  a  well-known  personality,  the  ads  were 
more  targeted  with  a  specific  focus  on  the  1-800-MEDICARE  and 
www.medicare.gov  information  sources.  The  CMS  anticipates  that  this  new 
approach  will  ensure  awareness  and  retention  of  knowledge  about  1-800- 
MEDICARE  and  www.medicare.  gov  throughout  the  year. 

•    The  CMS  continues  to  focus  on  secondary  target  populations;  e.g.,  Hispanic 
beneficiaries  and  their  caregivers,  but  will  also  expand  efforts  to  all  caregivers 
and  people  enrolling  in  Medicare  for  the  first  time. 
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Performance  Goal  MO8-04  -  Improve  Effectiveness  of  Dissemination  of  Medicare 
Information  to  Beneficiaries 


The  FY  2004  request  level  is  a  straight-line  from  the  FY  2003  request  level. 
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National  Medicare  &  You  Education  Program  Budget — FY  2004 


Budget  Line 
Items 

FY  2004  Planned  Obligations 

Beneficiary 
Materials 

$28. 0M 
(S14.0M  UF) 

National  handbook  with  comparative 
information  in  English  and  Spanish  (national  & 
monthly  mailing);  targeted  materials  only  to  the 

(S14.0M  PM) 

extent  that  funding  is  available  after  payment  of 
the  handbook 

1-800 

MEDICARE 
(toll  free  line) 

$67.0M 
($67.0M  PM) 

Full  call  center  and  print  fulfillment  services 
with  24  hours  a  day,  7  days  a  week  access  to 
customer  service  representatives  for  12  months 

Internet 

$5.0M 

Maintenance,  updates  and  enhancements  to 

($4.0M  PM) 
(S1.0M  QIO) 

existing  interactive  databases  and  web  sites; 
funding  levels  allow  for  additional  server 

support,  content  management,  and  new 
interactive  databases  to  support  the  CMS 
quality  initiative 

Community- 
Based 
Outreach 

$12.5M 
(S12.5M  PM) 

SHIP  grants;  local  level  support,  access 
initiatives  (HORIZONS) 

Program 
Support 
Services 

S37.0M 

(S24.5M  PM) 
($12.5M  QIO) 

Ad  Campaign  at  S20.5M;  S12.5M  for  CAHPS; 
$4.0M  for  evaluation  &  assessment,  formative 
research,  and  consumer  testing 

TOTALS 

S149.5M 

S122.0M  Program  Management 
S14.0M  User  Fee 

$13.5M  Quality  Improvement  Organizations 
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State  Children's  Health  Insurance  Program 


Authorizing  Legislation  -  The  Balanced  Budget  Act  of  1 997  (BBA),  the  Balanced 
Budget  Refinement  Act  of  1999  (BBRA)  and  the  Medicare,  Medicaid  and  SCHIP 
Benefits  Improvement  and  Protection  Act  of 2000  (BIPA). 


Summary  Table 


2002 
Actual 

2003 
President's 
Budget 

FY  2004 
Estimate 

Increase  or  1 
Decrease 

Budget  Authority 

$3,090,000,000 

$3,150,000,000 

$3,150,000,000 

so 

BBRA-Additional 
'.  Funding  for  Territories 

S  25,200,000 

$  25,200,000 

$  25,200,000 

$0 

Total  Budget  Authority 

$3,115,200,000 

$3,175,200,000 

$3,175,200,000 

$0 

BEPA  -  Redistribution 
;  from  Fiscal  Year 
Allotment: 

FY  1999 
FY  2000 

$2,818,627,000 

N/A 

$2,206,440,000 

i 

FY  2001 

N/A  f 

TBD 

N/A 

Total  Budgetary 

Resources 

$5,933,827,000 

$5,381,640,000 

$3,175,200,000 

$2,206,440,000  | 

BACKGROUND 


The  Balanced  Budget  Act  of  1997  created  the  State  Children's  Health  Insurance 
Program  (SCHIP)  under  title  XXI  of  the  Social  Security  Act.  This  program  is  the 
largest  single  expansion  of  health  insurance  coverage  for  children  in  more  than  30  years 
and  improves  the  access  to  health  care  and  the  quality  of  life  for  millions  of  vulnerable 
children  under  1 9  years  of  age.  Under  title  XXI,  States  were  given  the  option  to  expand 
Medicaid  (title  XIX)  coverage,  set  up  a  separate  child  health  program,  or  have  a 
combination  of  both  a  Medicaid  expansion  and  a  separate  child  health  program. 

As  of  September  1999,  all  States,  territories,  and  the  District  of  Columbia  had  approved 
SCHIP  plans.  CMS  continues  to  review  the  States'  SCHIP  plan  amendments  as  the 
States  respond  to  the  challenges  of  operating  this  program.  As  of  December  2002, 
139  amendments  to  SCHIP  plans  and  14  SCHIP-related  waivers  were  approved  to 
enroll  even  more  low-income  uninsured  children  and  adults.  Of  these  14  waivers, 
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8  were  approved  under  the  regular  SCHIP  section  1115  demonstration  process  (MD, 
MN,  NJ,  NM  (2),  OH,  RI  and  WI)  and  6  (AZ,  CA,  CO,  IL,  NM  and  OR)  under  the 
Health  Insurance  Flexibility  and  Accountability  demonstration  initiative  (HIFA).  The 
States  continue  to  be  committed  to  the  goals  of  the  SCHIP  program,  including  quality, 
access  and  retention. 

As  discussed  in  the  Medicaid  section,  in  August  2001,  the  Administration  announced 
the  HIFA  demonstration  initiative.  The  HIFA  initiative  encourages  States  to  develop 
comprehensive  health  insurance  coverage  approaches  that  utilize  available  Medicaid 
and  SCHIP  funding  to  address  insurance  coverage  for  individuals  with  incomes  less 
than  twice  the  Federal  poverty  level.  HIFA  gives  States  the  programmatic  flexibility  to 
increase  health  insurance  coverage  through  support  of  private  group  health  coverage. 

RECENT  LEGISLATIVE  CHANGES 

The  Medicare,  Medicaid  and  SCHIP  Benefits  Improvement  and  Protection  Act  of  2000 
(BIPA)  extended  the  period  of  availability  for  FY  1998  and  FY  1999  State  allotments  to 
FY  2002.  The  BBA  originally  provided  the  States  3  years  to  expend  their  fiscal  year 
allotments.  However,  some  States  did  not  have  their  SCHIP  programs  operational  until 
1999,  the  second  year  after  the  authorizing  legislation  was  enacted. 

As  the  BBA  originally  intended,  BIPA  allowed  States  that  fully  expended  their  FY  1998 
and  FY  1999  allotments  to  receive  a  portion  of  the  redistribution  pool.  However,  the 
period  of  availability  for  both  fiscal  year  allotments  ended  after  September  30, 2002, 
and  $1,259,426,000  in  SCHEP  funding  is  no  longer  available  to  the  States  and  other 
jurisdictions. 

ENROLLMENT 

The  following  table  reflects  the  estimated  annual  enrollment  in  number  of  person-years 
receiving  enhanced  Federal  matching  under  title  XXI  and  does  not  include  children 
covered  with  regular  Medicaid  (title  XIX),  parents,  pregnant  women  or  childless  adults 
receiving  SCHIP  benefits  through  section  1115  waivers. 


SCHIP  Enrollment  (Person-Years  in  Millions) 


FY  2002 

FY  2003 

FY  2004 

Children  Enrolled 

4.2 

4.8 

4.8 
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Performance  Goal  SCHIP1-04  -  Decrease  the  Number  of  Uninsured  Children  by  Working 
with  States  to  Implement  SCHD?  and  by  Enrolling  Children  in  Medicaid 


FUNDING 

For  FY  2004,  the  statute  authorizes  and  appropriates  $3,150,000,000  for  SCHIP 
allotments  to  States,  territories,  and  the  District  of  Columbia.  Also,  in  FY  2004,  the 
Balanced  Budget  Refinement  Act  of  1999  (BBRA)  authorizes  and  appropriates  an 
additional  $25,200,000  for  SCHIP  allotments  to  commonwealths  and  territories.  The 
total  funds  available  for  CMS  to  grant  to  States,  commonwealths,  and  territories  for  the 
State  Children's  Health  Insurance  Program  in  FY  2004  will  be  $3,175,200,000.  These 
funds  will  be  made  available  to  purchase  meaningful  health  care  coverage  for  millions 
of  low-income,  uninsured,  primarily  children  under  19  years  of  age  and  at  or  below 
200  percent  of  the  Federal  poverty  level. 

IMPACT  OF  PROPOSED  LEGISLATION 

A  number  of  legislative  proposals  are  being  presented.  The  proposals  include  a  major 
reform  of  Medicaid  and  the  State  Children's  Health  Insurance  Program  (SCHIP),  as 
well  as  other  legislative  proposals.  The  other  legislative  proposals  are  described  below. 

Extend  SCHD?  Funds 

This  legislative  proposal  would  extend  the  availability  of  the  2000  allotments  that  will 
expire  at  the  end  of  2003  for  one  additional  year  until  the  end  of  FY  2004.  The 
Balanced  Budget  Act  of  1997  (BBA)  authorized  and  funded  the  State  Children's  Health 
Insurance  Program  giving  States  three  years  to  spend  their  allotments.  Under  current 
law,  any  unspent  funds  at  the  end  of  three  years  are  reallocated  to  States  that  have 
already  vised  all  of  their  funds.  After  one  year,  any  unspent  redistributed  funds  revert  to 
the  Treasury.  After  FY  2002,  $1 .2  billion  in  SCHIP  funding  expired  and  will  return  to 
the  Treasury.  According  to  current  estimates,  $83 1  million  in  SCHIP  funds  will  expire 
at  the  end  of  FY  2003.  This  proposal  would  extend  the  availability  of  FY  2000  funds 
until  FY  2004  enabling  States  to  maintain  coverage  levels  as  well  as  provide  additional 
health  coverage  to  more  uninsured  Americans  under  HIFA. 

Five  year  budget  impact:  $470  million 
Ten  year  budget  impact:  $565  million 


V-61 


963 


SUPPORTING  INFORMATION 


Tax  Credits  for  Health  Insurance 

Please  refer  to  the  Medicaid  proposed  law  section  for  the  description  of  this  proposal. 

Special  Enrollment  Period  in  the  Group  Market  for  Medicaid/SCHIP  Eligibles 

This  proposal  would  make  it  easier  for  Medicaid  and  SCHIP  beneficiaries  to  enroll  in 
private  health  insurance,  by  making  eligibility  for  Medicaid  and  SCHIP  a  trigger  for 
private  health  insurance  enrollment  outside  the  plan's  open  season.  This  proposal  will 
help  States  implement  premium  assistance  programs  in  Medicaid  and  SCHIP. 

Budget  Impact:  Negligible. 

PROGRAM  ASSESSMENT  RATING  TOOL 

A  PART  assessment  was  conducted  for  this  program  and  helped  inform  the  FY  2004 
budget  policy.  A  summary  of  the  PART  assessment  follows. 

Final  PART  Score 

State  Children's  Health  Insurance  Program  (SCHIP)  71  percent 

Summary  of  OMB  Analysis  of  Program  Strengths  and  Weaknesses 

The  State  Children's  Health  Insurance  Program  (SCHIP)  provides  funds  to  States  to 
initiate  and  expand  health  insurance  coverage  to  uninsured  low-income  children  less 
than  19  years  of  age. 

The  assessment  found  the  program  purpose  is  clear.  Additional  findings  include: 

1 .  Existing  performance  measures,  such  as  the  number  of  children  enrolled  in  the 
program  do  not  measure  what  impact  the  program  is  having  on  the  health  of 
those  children.  The  measures  do  not  capture  health  outcomes  or  the  efficiency 
of  the  program.  Without  a  core  set  of  performance  measures,  the  CMS  has  not 
been  able  to  adjust  program  priorities  based  on  national  goals  or  to  improve  the 
program's  performance  in  the  areas  of  utilization,  access,  health  outcomes,  or 
financial  management.  At  this  time,  CMS  does  not  perform  risk  assessments  or 
calculate  error  rates. 

2.  In  addition,  GPRA  goals  for  SCHIP  do  not  currently  reflect  appropriate  national 
outcome  goals,  such  as  those  suggested  by  HHS  Healthy  People  2010,  including 
tracking  leading  health  indicators  such  as  immunization  and  access  to  health 
care. 
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3.  Lastly,  while  GPRA  goals  for  SCHIP  measure  increases  in  enrollment,  they  are 
not  currently  able  to  measure  the  impact  of  SCHIP  on  the  rate  of  uninsured 
children. 

Activities  or  Corrective  Actions  to  Redress  Any  Deficiencies 

In  response  to  these  findings,  CMS  will  continue  to  develop  with  States  a  core  set  of 
national  performance  measures  to  evaluate  the  quality  of  care  received  by  low-income 
children.  In  addition,  we  intend  to  further  investigate  the  development  of  a 
methodology  to  measure  SCHIP  improper  payments  and  the  development  of  additional 
GPRA  goals. 
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Performance  Goal  MMA5-04  -  Improve  Health  Care  Quality  Across  Medicaid  and  the  State 
Children's  Health  Insurance  Program  (SCHIP)  
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SIGNIFICANT  ITEMS  IN 
THE  SENATE  COMMITTEE  REPORT  FOR  FY  2003 


FY  2003  Senate  Committee  Report  Language  (107-216) 


The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and 
significant  items  derived  from  Senate  Report  107-216.  These  actions  discussed  below 
are  contingent  on  inclusion  of  similar  language  and  funding  in  the  final  FY  2003 
appropriation  and  related  reports.  Additional  items  may  be  transmitted  at  a  later  date 
as  a  result  of  the  final  Conference  report. 

Item 

Medicare  Contractors—  The  Committee  believes  that  it  is  critical  for  Medicare 
contractors  to  be  adequately  funded.  It  is  for  this  reason  that  the  Committee  has 
continued  to  increase  Medicare  contractor  funding  over  the  years.  However,  the 
Committee  is  concerned  that  the  funding  appropriated  for  Medicare  contractor 
activities  is  not  being  appropriately  distributed  by  CMS  to  its  Medicare  contractors. 
The  Committee  expects  CMS  to  manage  these  resources  so  that  Medicare  contractors 
have  the  funding  needed  to  handle  total  workloads,  which  are  steadily  increasing.  The 
Committee  also  expects  funding  to  be  provided  to  Medicare  contractors  in  a  timely 
manner.  Further,  the  Committee  strongly  recommends  CMS  eliminate  the  5  percent 
cap  on  transferring  funds  among  functions  so  that  contractors  have  greater  flexibility 
to  manage  their  resources  in  a  manner  that  best  matches  programmatic  needs.  The 
Committee  expects  CMS  to  include,  within  its  fiscal  year  2004  congressional 
justification,  a  report  on  how  fiscal  year  2003  resources  were  allocated  to  Medicare 
contractors.  (Page  175) 

Action  Taken  or  to  be  Taken 

The  CMS  agrees  that  it  is  critical  for  Medicare  contractors  to  receive  adequate  funding 
for  the  essential  functions  they  perform.  The  CMS  makes  every  effort  to  ensure  that 
the  President's  budget  request  adequately  supports  contractor  operations  and  to 
manage  the  resources  it  receives  so  the  contractors  can  perform  their  jobs.  For 
example,  in  FY  2002,  there  was  an  unanticipated  increase  in  bills/claims  workloads 
due  to  several  factors,  including  a  large  number  of  beneficiaries  migrating  from 
Medicare  managed  care  to  the  fee-for-service  alternative.  As  this  occurred  after  the 
submission  of  the  President's  budget  request,  funding  was  very  tight  throughout  the 
year,  but  CMS  worked  with  the  contractors  to  ensure  they  had  the  necessary  funds  to 
accomplish  all  critical  work. 

The  CMS  distributes  funds  to  the  contractors  in  as  timely  a  manner  as  possible  given 
the  constraints  imposed  by  continuing  resolutions.  The  CMS  is  currently  awaiting 
passage  of  the  annual  appropriation  before  providing  full-year  funding  to  the 
contractors. 

The  CMS  uses  the  5-percent  cap  on  transferring  funds  among  functions  as  a  tool  to 
ensure  that  funds  designated  for  a  specific  purpose  are  actually  used  for  that  purpose. 
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Contractors  can,  however,  request  CMS  approval  to  adjust  funds  among  budget  lines. 
The  CMS  has  waived  this  requirement  as  part  of  a  pilot  with  three  contractors.  By 
testing  this  concept  with  a  few  contractors,  we  can  better  determine  whether  a  broader 
waiver  of  this  requirement  (to  all  fiscal  intermediaries  and  carriers)  would  be 
beneficial. 

Once  CMS  receives  its  FY  2003  appropriation,  it  will  finalize  its  FY  2003  operating 
plan  and  provide  additional  information  to  the  Committee. 

Item 

Native  Hawaiians  in  Waimanalo,  Hawaii—The  Committee  has  been  very  pleased 
with  the  efforts  of  CMS  under  its  demonstration  authority  to  address  the  extraordinary 
adverse  health  status  of  Native  Hawaiians  in  Waimanalo,  Hawaii.  The  Committee 
urges  an  additional  focus  upon  American  Samoan  residents  in  that  geographical  area 
utilizing  the  expertise  of  the  Waimanalo  Health  Center  and  its  Mauli  Ola  program. 
(Page  175/176) 

Action  Taken  or  to  be  Taken 

CMS  awarded  a  5-year,  $2.5  million  project  to  the  Waimanalo  Health  Center  in 
FY  2000  to  support  a  demonstration  project  exploring  the  use  of  preventive  and 
indigenous  health  care  expertise  to  improve  the  health  status  of  Native  Hawaiians.  We 
do  not  have  available  funds  for  a  new  grant  directed  toward  American  Samoan 
residents,  but  there  are  substantial  unexpended  funds  under  the  current  grant.  These 
funds  might  be  sufficient  to  support  an  expansion  of  the  current  project,  to  include 
activities  directed  at  the  American  Samoan  population. 

Item 

Contemporary  Models  for  Pharmacists'  Services—The  Committee  strongly  urges  the 
Secretary  of  Health  and  Human  Services  to  implement  the  MedPAC's 
recommendation  to  assess  contemporary  models  for  pharmacists'  services  to  ensure 
that  seniors  have  access  to  this  important  patient  care.  The  Committee  urges  the 
Secretary  to  consult  with  various  national  organizations  representing  pharmacists  and 
pharmacies  and  to  report  back  to  Congress  within  this  fiscal  year.  (Page  1 76) 

Action  Taken  or  to  be  Taken 

DHHS  has  conducted  several  initiatives  over  the  past  few  years  related  to  pharmacists' 
services.  In  FY  2002,  the  Health  Resources  and  Services  Administration  (HRSA) 
contracted  with  the  American  Pharmaceutical  Association  (APhA)  to  help  safety  net 
health  care  providers  deliver  high-quality  pharmacy  services  for  uninsured  and 
underserved  Americans.  Community  health  centers,  AIDS  drug  assistance  programs, 
and  other  community  health  projects  supported  by  HRSA  will  be  able  to  obtain 
pharmacy  advice  and  technical  assistance  from  the  new  Pharmacy  Services  Support 
Center  in  Washington,  D.C. 

In  FY  2000  and  FY  2001,  HRSA  awarded  grants  to  expand  clinical  pharmacy  services 
at  seven  health  center  networks.  The  supplemental  grants  went  to  health  center  sites  in 


V-66 


968 


SUPPORTING  INFORMATION 


Arizona,  Iowa,  Massachusetts,  Michigan,  Mississippi,  Utah,  and  Washington.  In 
addition  to  dispensing  drugs,  services  provided  in  the  demonstration  grants  include 
patient  education  and  consultation,  checking  for  potential  drug  interactions,  methods  to 
make  sure  patients  adhere  to  prescribed  drug  therapy,  and  regular  monitoring  of  health 
outcomes. 

Some  States  are  operating  disease  management  programs  that  offer  pharmaceutical  care 
management  to  low-income  populations. 

CMS  is  considering  demonstration  models  of  pharmacy  management  for  certain  chronic 
diseases  such  as  hypertension,  as  part  of  its  ongoing  efforts  to  test  new  service  delivery 
models  for  Medicare  beneficiaries. 

Item 

Consideration  of  New  Technologies,  Procedures  and  Products  for  Medicare 
Coverage—  The  Committee  remains  extremely  concerned  over  CMS'  continuing 
failure  to  articulate  clear  guidelines  and  to  set  expeditious  timetables  for  consideration 
of  new  technologies,  procedures  and  products  for  Medicare  coverage.  A  particularly 
troubling  example  is  CMS'  lengthy  delays  and  failure  to  articulate  clear  standards 
regarding  Medicare  coverage  of  positron  emission  tomography  (PET).  The  effect  of 
these  delays  in  instituting  Medicare  coverage  is  to  continue  to  deny  the  benefits  of 
these  technologies  and  procedures  to  Medicare  patients.  The  Committee  also  remains 
concerned  that  CMS  appears  to  be  requiring  some  new  technologies  to  repeat  clinical 
trials  and  testing  that  have  already  gained  FDA  approval.  The  Committee  is  also 
concerned  that  CMS  appears  to  be  requiring  substantially  different  levels  of  evidence 
to  approve  various  new  products  for  Medicare  coverage.  For  example,  very  little 
documentation  is  required  for  approval  of  magnetic  resonance  angiography  (MRA), 
while  voluminous  amounts  of  data  are  required  to  make  a  coverage  decision  on  PET. 
The  Committee  remains  concerned  that  the  120-person  Medicare  Coverage  Advisory 
Committee  may  be  further  delaying  coverage  decisions  and  creating  unnecessary  costs 
for  the  Medicare  program.  These  include  the  commissioning  of  studies  that  are  not 
based  on  sound,  established  scientific  principles.  Because  of  the  possible  duplication 
of  efforts  among  FIHS  agencies  and  related  unnecessary  costs  to  the  Medicare 
program  and  the  Department,  the  Committee  again  asks  that  the  Secretary  take  a 
leadership  role  in  resolving  this  matter  expeditiously.  (Page  176) 

Action  Taken  or  to  be  Taken 

CMS  has  established,  via  a  Federal  Register  notice  in  April  1999,  a  process  by  which 
any  party  can  request  a  national  coverage  decision.  All  parties  can  remain  informed  as 
to  the  process  used  to  reach  that  decision  and  a  timetable  under  which  we  cornmit  to  a 
response  to  the  request  within  90  days.  CMS  has  revamped  the  Medicare  coverage 
process,  recognizing  that  an  open,  public,  and  participatory  process  will  result  in 
public  understanding  and  buy-in  with  our  evidence-based  approach  to  coverage.  As 
we  gain  experience  with  the  open  process,  our  decision-making  has  become  more 
predictable  and  timely.  In  fact,  since  the  process  was  established,  we  have  made  more 
coverage  decisions  than  in  the  previous  several  years  combined.  CMS  continues  to 
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pursue  revisions  to  the  coverage  process,  including  changes  to  efficiently  implement 
section  522  of  the  Benefits  Improvement  and  Protection  Act  of  2000. 

It  is  possible  that  due  to  the  complexity  of  an  issue  or  the  controversy  surrounding  it  in 
the  clinical  community,  that  our  answer  in  the  90  days  may  not  always  be  a  yes  or  no. 
We  may  need  to  request  a  technology  assessment  from  an  evidence-based  practice 
center  or  we  may  need  to  refer  an  issue  to  our  expert  group,  the  Medicare  Coverage 
Advisory  Committee  (MCAC).  If  so,  more  time  will  be  needed.  If  that  is  the  case,  we 
will  post  this  information,  along  with  other  information  on  the  status  of  the  request,  on 
our  web  site,  in  order  that  the  requestor  and  other  interested  parties  can  stay  informed. 
It  is  our  expectation  that  only  a  small  percentage  of  issues  we  review  will  be  referred 
to  the  MCAC.  In  any  event,  our  goal  is  to  make  coverage  decisions  based  on  sound 
evidence  of  medical  necessity  in  as  expeditious  a  manner  as  possible. 

With  regard  to  concerns  about  our  coverage  of  PET,  we  view  this  process  as  an 
example  of  how  our  commitment  to  work  publicly  with  concerned  parties  can  help  us 
meet  our  goal.  CMS  has  had  town  hall  meetings,  numerous  presentations,  and  visits  by 
advocates.  As  a  result,  we  presently  provide  coverage  of  PET  for  certain  of  the 
following  indications:  solitary  pulmonary  nodule,  non-small  cell  lung  cancer, 
esophageal  cancer,  colorectal  cancer,  lymphoma,  melanoma,  head  and  neck  cancers, 
myocardial  viability,  refractory  epileptic  seizures,  and  myocardial  perfusion  using 
Ru82  tracer.  CMS  is  currently  considering  coverage  of  PET  for  thyroid  cancer,  soft 
tissue  sarcoma,  Alzheimer's  disease,  and  myocardial  perfusion  using  N-13  ammonia 
tracer. 

CMS  encourages  the  PET  community  to  consult  with  experts  in  the  evaluation  of 
diagnostic  technology  in  designing  studies  that  will  improve  the  empirical  information 
available  to  clinicians  and  patients  who  use  PET.  CMS  staff  is  also  available  to  meet 
with  scientists  and  clinicians  involved  in  the  development  of  novel  technologies  in 
order  to  provide  general  advice  on  study  design.  High  quality  studies  that  address 
clinical  benefit  will  be  the  most  efficient  way  for  Medicare  to  continue  to  expand 
coverage  for  novel  beneficial  technologies  in  a  time  frame  that  better  matches  the  pace 
at  which  they  are  being  developed. 

CMS  treats  PET  no  differently  than  MRA.  Like  PET,  Medicare  has  covered  MRA 
incrementally  based  upon  the  available  scientific  evidence. 

It  is  important  to  note  that  a  major  aspect  of  our  efforts  on  Medicare  coverage  has 
been  directed  at  helping  stakeholders  and  all  interested  parties  understand  the  process 
and  criteria  that  will  be  used  in  making  coverage  decisions.  One  clear  distinction 
needs  to  be  drawn  between  the  process  used  by  the  FDA,  which  decides  when  a 
product  can  safely  enter  the  marketplace,  and  that  used  by  CMS,  which  moves  beyond 
issues  of  safety  to  consider  the  matters  of  items  and  services  that  are  reasonable  and 
necessary  for  Medicare  beneficiaries  and  the  clinical  utility  of  the  item  or  service 
relative  to  clinical  alternatives.  CMS  and  FDA  continue  to  increase  the  coordination 
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between  the  two  agencies  in  an  effort  to  improve  consistency  and  decrease 
duplication. 

Item 

Access  to  Care~The  Committee  is  aware  of  the  joint  activities  of  CMS  and  HRSA  to 
improve  access  to  medical  and  dental  care  for  mothers  and  children  in  underserved 
populations.  CMS  and  the  Maternal  and  Child  Health  program  at  HRSA  have  worked 
together  to  assist  States  to  reduce  barriers  to  care  for  Medicaid  and  SCHIP  populations 
for  maternal  and  child  health  care  including  oral  health  care.  The  Committee  urges 
these  agencies  to  continue  their  partnership  and  expand  support  for  State  oral  health 
systems  grants  and  innovative  demonstration  projects  for  the  prevention  and  early 
intervention  of  dental  diseases  in  young  children,  State  dental  access  summit  meetings, 
and  the  National  Maternal  and  Child  Oral  Health  Resource  Center.  The  Committee 
recognizes  that  such  agency  collaborations  are  instrumental  for  providing  coordinated 
services  that  do  not  duplicate  limited  resources.  (Pagel  76) 

Action  Taken  or  to  be  Taken 

We  agree  that  improving  access  to  medical  and  dental  care  for  underserved 
populations  is  an  important  mutual  interest  of  CMS  and  HRSA.  CMS  believes  that  it 
is  important  to  maintain  such  inter-agency  partnerships  and  fully  intends  to  continue 
collaboration  with  HRSA,  and  other  agencies,  on  issues  of  shared  interest. 

Item 

Guidance  Document  on  Dental  Care  for  Medicaid-EUgible  Children- -The 
Committee  is  concerned  that  CMS  has  not  updated  its  State  guidance  document  on 
dental  care  for  Medicaid-eligible  children  in  over  20  years.  The  Committee  is  aware 
that  CMS  has  commissioned  and  received  an  update  of  The  Early  and  Periodic 
Screening,  Diagnostic  and  Treatment  (EPSDT)  guide  from  the  American  Academy  of 
Pediatric  Dentistry.  This  document  is  vital  to  ensuring  that  the  States  correctly 
implement  EPSDT  dental  requirements  and  provide  full  coverage  for  all  eligible 
children.  Furthermore,  the  guidance  will  help  States  improve  access  to  dental  care  by 
providing  a  better  understanding  of  the  dental  workforce  and  financing  system.  The 
Committee  strongly  urges  CMS  to  release  a  revised  State  guidance  manual  on  dental 
care  under  the  Medicaid/EPSDT  program  before  January  1,  2003.  (Page  176/177) 

Action  Taken  or  to  be  Taken 

CMS  had  a  contract  with  the  American  Academy  of  Pediatric  Dentistry  (AAPD)  to 
revise  the  dental  guide  from  the  1970's.  The  AAPD  produced  a  revised  guide  as 
requested  and  CMS  is  currently  reviewing  the  document.  We  intend  to  publish  the 
guide  as  soon  as  the  review  and  any  necessary  changes  are  complete,  approximately 
February  2003. 

Item 

Total  Body  Orthotic  Management  for  Non-Ambulatory  Severely  Disabled  Nursing 
Home  Residents—The  Committee  expects  the  Secretary  to  issue  "L"  Codes  based  on 
fair  and  reasonable  reimbursement  levels  to  cover  Total  Body  Orthotic  Management 
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for  Non-Ambulatory  severely  disabled  nursing  home  residents.  Such  treatment  will  be 
a  medically  prescribed  device  consisting  of  custom  fitted  individual  braces  with 
adjustable  joints  designed  to  improve  function,  retard  progression  of  musculoskeletal 
deformity,  or  to  restrict,  eliminate  or  assist  in  the  functioning  of  lower  and  upper 
extremities,  pelvic,  spinal,  and  cervical  regions  of  the  body.  Such  device  will  consist 
of  individually  adjustable  braces  that  are  attached  to  a  frame  which  is  an  integral 
component  of  the  device,  and  for  which  the  individual  braces  cannot  function  or  be 
used  apart  from  the  frame.  This  responds  to  a  long-standing  Committee  concern  about 
an  unintended  consequence  of  HCFA  Ruling  96-1.  While  designed  to  crack  down  on 
fraud  and  abuse  in  the  DME  market  on  Part  B  Medicare  reimbursement,  this  ruling 
also  denied  a  highly  specialized  whole  body  orthotic  treatment  that  dramatically 
improves  the  medical  condition  and  quality  of  life  for  some  severely  disabled 
Medicare  beneficiaries  under  full  time  care  in  nursing  facilities.  The  Committee  notes 
the  May  2002,  congressionally  authorized  GAO  report  entitled  "Orthotics  Ruling  Has 
Implications  for  Beneficiary  Access  and  Federal  and  State  Costs"  that  identifies  a 
substantial  nursing  home  population  that  has  been  denied  this  care  as  a  result  of  96-1, 
but  recommends  that  a  restoration  of  such  care  be  accompanied  by  appropriate 
controls,  consistent  with  those  established  for  existing  "L"  codes,  that  protect  the 
integrity  of  the  Medicare  Program.  The  committee  recognizes  the  need  for  these 
controls,  but  at  the  same  time  notes  that  beneficiaries  have  been  without  this  treatment 
for  over  5  years  and  urges  CMS  to  expeditiously  re-establish  reimbursement  measures 
for  these  services.  (Page  177) 

Action  Taken  or  to  be  Taken 

We  have  reviewed  the  GAO  report  regarding  HCFA  Ruling  96-1  that  is  referred  to  in 
the  Committee's  statement  on  reimbursement  for  devices  used  to  treat  beneficiaries  in 
nursing  homes.  After  reviewing  the  report  and  giving  the  issue  further  consideration, 
we  continue  to  believe  that  the  ruling  is  appropriate. 

We  note  the  following: 

•  The  GAO  did  not  recommend  that  the  ruling  be  changed;  but  if  it  were  changed, 
program  integrity  concerns  should  be  addressed. 

•  As  indicated  in  the  GAO  report,  the  U.S.  Court  of  Appeals  decision  in  "Warder 
v.Shalala"  found  that  the  content  of  the  HCFA  Ruling  96-1  was  wholly 
supportable  and  that  the  ruling  effectuated  Congressional  intent  regarding  the 
distinction  between  braces  and  durable  medical  equipment  (DME). 

•  Also,  as  indicated  in  its  report,  the  GAO,  in  general,  agrees  with  CMS's  comments 
on  its  report  that  rescinding  the  ruling  could  have  a  precedent-setting  effect  on  the 
provision  of  certain  types  of  equipment  in  skilled  nursing  facilities.  The  GAO 
report  states  that  if  the  ruling  were  rescinded,  the  distinction  between  DME  and 
orthotic  devices  would  be  blurred,  making  it  more  confusing  for  providers  who  are 
trying  to  bill  appropriately  and  more  difficult  for  DME  carriers  to  identify  and 
deny  claims  that  were  inappropriately  billed. 

•  This  ruling  is  important  because  it  helps  define  DME  accessories.  The  statute 
precludes  separate  Part  B  payment  for  DME  accessories  that  are  used  in  nursing 
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homes.  These  items  are  considered  part  of  the  nursing  home's  operating  costs,  and 
payment  for  them  is  included  in  the  facility's  basic  inpatient  rate.  The  nursing 
homes  would  then  have  the  discretion  to  determine  which  manufacturer's  products 
they  choose  to  use. 

After  considering  these  issues,  we  believe  that  the  changes  to  HCFA  Ruling  96-1 
would  result  in  inappropriate  and  duplicative  payments. 

Item 

Provider  Education—The  Committee  encourages  the  Secretary  to  provide  funding  for 
HIP  AA  provider  education  geared  specifically  to  home  care  and  hospice  providers. 
These  funds  should  be  used  to  assist  providers  in  complying  with  HIPAA  privacy  and 
administrative  simplification  requirernents.(Page  207) 

Action  Taken  or  to  be  Taken 

CMS  has  initiated  a  number  of  outreach  efforts  that  are  dedicated  towards  educating 
rural  and  small  providers,  such  as  home  health  and  hospice  agencies,  on  the  HIPAA 
administrative  simplification  requirements.  In  addition,  the  Department's  Office  for 
Civil  Rights  (OCR),  which  is  responsible  for  overseeing  the  HIPAA  Privacy  Rule,  has 
focused  a  significant  portion  of  its  efforts  in  this  area  on  provider  education,  including 
home  health  care  providers. 

OCR  has  provided  outreach  and  technical  assistance  at  hundreds  of  health  care 
conferences  and  has  met  with  major  health  care  groups  to  discuss  implementation  of 
the  Rule.  OCR  is  also  developing  a  set  of  educational  documents  and  videos  tailored 
to  the  various  segments  of  the  health  care  community,  as  well  as  to  consumers, 
describing  their  rights  and  responsibilities.  These  materials  will  address  the  specific 
information  needs  of  health  care  institutions,  such  as  rural  and  small  hospitals,  and 
providers  such  as  home  health  care  and  hospice  providers. 

To  provide  a  low- cost,  widely  accessible  way  for  health  providers  to  get  oriented  to 
HIPAA,  CMS  and  OCR  are  hosting  a  series  of  national  and  regional  teleconferences 
to  provide  an  overview  of  HIPAA  privacy  and  adrninistrative  simplification 
requirements  and  answer  providers'  questions.  Thousands  of  providers  have 
participated  to  date  in  these  calls.  In  addition,  CMS  has: 

•  conducted  outreach  events  in  every  State  plus  mailings  and  other  activities; 

•  produced  two  informational  videos  -  distributed  via  satellite  broadcast  and 
mailings;  and 

•  conducted  a  pilot  of  full-day  HIPAA  training  session  targeted  at  small  rural 
providers  in  Mitchell,  South  Dakota.  The  next  pilot  is  scheduled  for  early  2003  in 
Nebraska. 

Since  many  small  providers  choose  to  use  vendor  products,  tools,  and  services  to 
achieve  HIPAA  compliance,  CMS  co-sponsored  a  vendor  conference  that  was 
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designed  to  raise  awareness  and  provide  technical  assistance  to  vendors  who  support 
providers  and  payers  who  need  their  HIPAA  products. 

CMS  has  also  partnered  with  industry  organizations  to  carry  HIPAA  administrative 
simplification  messages  to  their  members.  For  example,  we  have  participated  in  audio 
casts  sponsored  by  the  American  Hospital  Association  and  the 
Medical  Group  Management  Association  to  inform  their  members  about  the  HIPAA 
extension  deadline.  We  would  be  happy  to  contact  the  national  homecare  associations 
and  arrange  for  either  audio  or  video  casts  to  further  educate  home  health  and  hospice 
providers  on  the  administrative  simplification  requirements  of  HIPAA. 

Item 

Hospital  Payments—  The  Committee  directs  the  Secretary  of  Health  and  Human  Services 
to  review  the  Medicare  Geographic  Classification  Review  Board's  criteria  for 
reclassification  determinations  with  respect  to  making  payments  to  hospitals.  The 
Committee  requests  the  review  to  include  a  detailed  analysis  of  disparities  among 
hospital's  reimbursement  rates  for  hospitals  in  metropolitan  statistical  areas  that  border 
on  areas  that  have  a  higher  wage  indices;  the  difficulty  hospitals  face  in  losing  skilled 
medical  personnel  to  neighboring  areas  with  urban  classifications  and  higher  wage  and 
salary  structures;  geographic  and  environmental  impediments  to  traditional  community 
routes;  the  base  costs  on  which  the  wage  index  is  applied;  and  the  affect  lower  wage 
indices  have  on  the  quality  of  care.  The  Committee  directs  the  Secretary  to  report  to  the 
Committee  no  later  than  January  15,  2003.  (Page  1 77) 

Action  Taken  or  to  be  Taken 

This  Spring,  the  Office  of  Management  and  Budget  will  announce  new  metropolitan 
areas  based  on  new  criteria  for  determining  whether  a  county  should  be  considered 
metropolitan.  These  new  metropolitan  areas  will  be  organized  using  data  from  the 
2000  Census.  In  addition,  we  are  in  the  process  of  collecting  occupational  mix  data  in 
response  to  the  requirement  of  section  304  of  BIPA  2000  that  these  data  be  collected  by 
September  2003.  During  the  next  year  we  will  be  analyzing  the  impact  of  the  new 
metropolitan  areas  and  the  occupational  wage  data  on  inpatient  hospital  payments.  Once 
this  evaluation  is  complete,  we  expect  to  begin  using  the  new  metropolitan  areas  and 
occupational  wage  data  beginning  October  2004. 
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Benefits  Improvement  And  Protection  Act 
Sections  521  And  522 


In  total,  CMS  requests  $  1 29  million  for  processing  Medicare  appeals  under  Sections  521 
and  522  of  the  Benefits  Improvement  and  Protection  Act  of  2000  (BIP  A),  including  the 
Administrative  Law  Judge  function  to  be  transferred  from  the  Social  Security 
Administration  (SSA). 

BIPA  Section  521 

BIPA  section  52 1  significantly  revises  the  Medicare  fee-for-service  appeals  process.  Key 
changes  include  a  new  reconsideration  process  conducted  by  qualified  independent 
contractors  (QIC),  a  uniform  process  for  handling  Part  A  and  Part  B  appeals,  a  new  right 
to  an  expedited  appeal,  much  shorter  time  frames  at  all  appeals  levels,  an  "escalator" 
clause,  and  reduced  amounts  in  controversy  for  Part  B  appeals. 

CMS  has  proposed  changes  to  the  existing  BIPA  legislation.  Our  implementation  plans 
and  our  budget  request  assume  that  the  following  changes  will  be  enacted: 

•  Allow  CMS  1 6  months,  following  the  receipt  of  funding,  to  implement  BIPA 
reforms.  We  estimate  that  16  months  is  the  appropriate  amount  of  time  needed  to 
award  contracts  to  QICs  and  to  continue  with  rulemaking.  CMS  cannot  begin  the 
contracting  process  and  make  awards  without  funding. 

•  Enable  CMS  to  contract  with  fewer  than  12  QICs.  We  believe  that  4  QICs  will 
maximize  administrative  efficiency. 

•  Increase  decision-making  timeframes  at  all  levels  of  the  appeals  process — from  30 
days  to  90  days  for  Part  A  appeals  and  from  30  days  to  45  days  for  Part  B  appeals  at 
the  Medicare  contractors;  from  30  days  to  60  days  for  QIC  hearings;  and  from  90 
days  to  1 80  days  for  administrative  law  judge  (AL J)  and  Departmental  Appeals  Board 
(DAB)  hearings.  Although  CMS  supports  BIPA's  goal  of  reducing  processing  times, 
we  propose  extending  the  timeframes  to  allow  sufficient  time  to  properly  develop  and 
adjudicate  appeals.  We  are  particularly  concerned  about  the  new  "escalator  clause" 
which  allows  beneficiaries  to  advance  their  appeal  to  the  next  level  if  a  decision  is  not 
rendered  by  the  statutory  timeframe.  This  may  result  in  appeals  moving  to  a  higher 
level  only  to  be  remanded  back  if  no  work  has  been  done  on  them.  More  realistic 
timeframes  should  help  improve  the  quality  and  efficiency  of  decisions,  which  will 
reduce  the  number  of  appeals  filed  at  the  higher,  more  costly  adjudication  levels. 

CMS  plans  to  contract  with  four  QICs  to  process  appeals  and  one  QIC  to  act  as  a 
clearinghouse  and  coordinator.  After  contracts  have  been  awarded,  each  QIC  will  require 
a  4  to  6  month  start-up  phase  to  hire  and  train  staff,  develop  protocols,  implement  a  data 
system,  etc.  The  QICs  would  become  operational  in  February,  2005. 


V-73 


975 


SUPPORTING  INFORMATION 


CMS  has  proposed  a  $50  filing  fee  for  an  appeal  filed  under  the  new  QIC  review  process. 
This  fee,  which  would  apply  to  providers  only,  is  expected  to  generate  $6  million  in  first- 
year  collections  in  FY  2004.  CMS  would  use  these  fees  to  develop  an  electronic, 
integrated  case  control  system  that  would  track  appeals  from  the  QICs  through  the  ALJ 
hearing  level.  This  system  would  allow  for  accurate  record  keeping  and  improve 
efficiency  throughout  these  levels  of  the  appeals  process.  This  proposal  would  heighten 
provider  awareness  of  the  reformed  processes  as  well  as  deter  appeals  submitted  with 
inaccurate  or  incomplete  information. 

Medicare  Hearings  Workload:  The  Department  and  the  Social  Security  Administration 
have  agreed  in  principle  to  transfer  the  Medicare  hearings  function  currently  performed 
by  SSA's  Office  of  Hearings  and  Appeals.  This  request  includes  funds  to  effectuate  this 
transfer.  Medicare  hearings  are  currently  heard  by  SSA's  administrative  law  judges 
(ALJ).  Due  to  the  current  moratorium  on  hiring  ALJs,  CMS  will  need  the  authority  to 
use  administrative  mechanisms  other  than  ALJs,  such  as  hearings  officers,  to  conduct 
these  hearings.  The  additional  FTEs  needed  to  process  this  work  are  not  reflected  in  the 
totals  shown  throughout  this  document. 

CMS  assumes  that  the  BIPA  legislation  will  be  amended  to  reflect  the  following: 

•  Both  ALJ  and  DAB  timeframes  would  be  extended  from  90  days  to  1 80  days;  and 

•  The  BIPA  requirement  for  a  de  novo  review  by  the  DAB  would  be  changed  in  favor 
of  an  on-the-record  review. 

First-year  costs  of  implementing  BIPA  521  will  be  substantially  lower  than  later  years 
since  it  will  take  the  QICs  a  few  months  to  reach  full  processing  capacity.  CMS's  first- 
year  cost  estimates  also  assume  that  the  proposed  legislative  changes  discussed  above  are 
enacted. 

BIPA  Section  522 

Section  522  of  BIPA  creates  a  new  administrative  appeals  process  that  enables  certain 
beneficiaries  to  challenge  national  coverage  determinations  (NCDs)  and  local  coverage 
determinations  (LCDs).  These  administrative  appeal  rights  are  distinct  from  the  existing 
appeal  rights  for  the  adjudication  of  Medicare  claims.  This  section  also  creates  additional 
avenues  for  beneficiaries  to  seek  judicial  review,  after  exhausting  administrative  appeal 
avenues. 

CMS  requests  $3  million  to  begin  start-up  activities  in  FY  2004  in  preparation  for 
implementing  BIPA  522.  These  could  include  developing  a  document  management 
system,  providing  training  for  the  Medicare  contractors,  and  beginning  to  hire  and  train 
staff  needed  to  process  and  prepare  NCD  cases  for  DAB  review.  NCD's  will  be 
published  on  the  Medicare  website. 
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DEPARTMENT  OF  HEALTH  &  HUMAN  SERVICES 
Centers  for  Medicare  &  Medicaid  Services 
7500  Security  Boulevard 
Baltimore,  Maryland  21244-1850 


Message  from  the  Administrator 

I  am  pleased  to  present  the  Centers  for  Medicare  &  Medicaid  Services's  (CMS)  Annual 
Performance  Plan  (APP)  and  Report  (APR)  for  fiscal  year  (FY)  2004,  as  required  by  the 
Government  Performance  and  Results  Act  of  1 993  (GPRA).  The  CMS  takes  great  pride  in 
the  many  achievements  we  are  about  to  report  on  our  programs  and  on  identifying  a  set  of 
meaningful,  outcome-oriented  performance  goals  that  speak  to  fundamental  program 
purposes  and  to  the  Agency's  role  as  a  steward  of  taxpayer  dollars.  Our  approach  to 
performance  measurement  under  GPRA  has  been  to  develop  an  APP  with  goals  that  are 
representative  of  CMS' s  vast  responsibilities. 

The  CMS  has  become  the  largest  purchaser  of  health  care  in  the  United  States,  serving  nearly 
82  million  Medicare  and  Medicaid  beneficiaries.  When  the  programs  were  established  in 
1 965,  Medicare  was  created  as  a  means  of  providing  affordable  health  insurance  to  the 
elderly  (and  later  to  certain  disabled  persons).  Medicaid  was  conceived  as  a  Federal/State 
partnership  in  policy  setting  and  funding  and  as  part  of  the  social  safety  net  for  low-income 
persons. 

The  CMS's  mission  is  to  assure  health  care  security  for  beneficiaries.  For  CMS,  this  has 
resulted  in  a  strengthened  Agency  commitment  to  beneficiaries  as  the  ultimate  focus  of  all 
CMS  activities,  expenditures,  and  policies.  To  ensure  that  CMS  remains  a  responsive, 
dynamic,  and  relevant  government  agency  that  serves  its  citizens,  we  are  focusing  our 
attention  on  citizen-centered  governance  in  FY  2004  and  beyond.  This  APP  and  APR 
emphasizes  this  focus  by  identifying  our  significant  processes  and  sendees,  by  helping  us 
expand  our  resources  in  a  way  that  enhances  service  to  the  public,  by  being  accountable 
stewards  of  Agency  resources,  and  by  enabling  us  to  monitor  and  evaluate  our  effectiveness. 
We  will  be  communicating,  collaborating,  and  cooperating  with  key  customers,  both  public 
and  private,  to  help  us  achieve  the  desired  outcomes  stated  in  this  plan. 

The  2001  President's  Management  Agenda  gave  CMS  a  great  opportunity  to  develop 
initiatives  to  vigorously  move  the  Agency  forward  with  a  focus  on  five  primary  objectives: 
integrating  budget  and  performance;  enhancing  strategic  management  of  human  capital; 
increasing  competitive  sourcing;  improving  financial  performance;  and  expanding  electronic 
government.  We  are  proud  to  announce  that  many  of  our  performance  goals  are  consistent 
with  these  objectives;  in  fact,  of  the  37  total  performance  goals  represented  in  FY  2004,  over 
5 1  percent  are  focused  on  the  President's  Management  Agenda. 

The  CMS  has  met  many  challenges  and  demands  but,  overall,  is  reporting  positive  results  in 
FY  2002.  Although  results  for  several  of  our  35  FY  2002  goals  are  still  pending,  we  are 
encouraged  by  the  results  thus  far  (approximately  77  percent  of  our  goals  have  reported  with 
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74  percent  of  those  goals  reaching  their  targets).  In  addition,  the  CMS  has  honored  its 
agreement  made  with  OMB  during  the  Program  Assessment  Rating  Tool  (PART)  process, 
and  included  two  new  program  integrity  goals  in  the  FY  2004  plan.  These  new  goals  will 
measure  our  Medicare  contractor  error  rate  and  Medicare  provider  compliance  rate. 

We  have  accomplished  much  in  the  past  year  and  look  forward  to  the  challenges  of  the  next 
year  and  beyond.  The  CMS  is  confident  that  performance  measurement  under  GPRA  will 
substantially  improve  CMS's  programmatic  and  administrative  performance.  I  am,  therefore, 
pleased  to  report  that  the  data  measuring  CMS's  performance  that  are  contained  in  this  report 
are  complete  and  reliable. 


Sincerely, 
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EXECUTIVE  SUMMARY  VI-1 

AGENCY  MISSION  VI-1 

OVERVIEW  OF  PLAN  AND  PERFORMANCE  REPORT  VI-2 

L  OVERVIEW  OF  PERFORMANCE  MEASUREMENT  ...VI-4 

IL  GOAL-BY-GOAL  PERFORMANCE  MEASUREMENT  ...VI-7 

Medicare  Benefits  „  ,  VI-8 

Performance  Goal  MB  1-04 

Improve  Satisfaction  of  Medicare  Beneficiaries  with  the 

Health  Care  Services  they  Receive  VI- 1 3 

Performance  Goal  MB3-02 

Process  Medicare+Choice  Organization  Elections  in  Compliance  with 

the  BBA  Beneficiary  Election  Provisions  VI- 17 

Performance  Goal  MB4-04 

Improve  Medicare's  Administration  of  the  Beneficiary 

Appeals  Process  \T~20 

Quality  of  CaretQuality  Improvement  Organizations  VI-2 2 

Performance  Goal  QIO1-02 

Improve  Heart  Attack  Survival  Rates  By  Decreasing  Mortality  VI-28 

Performance  Goal  QIO2-04 

Protect  the  Health  of  Medicare  Beneficiaries  Age  65  Years  and  Older  by 
Increasing  the  Percentage  of  Those  Who  Receive  an  Annual  Vaccination 

for  Influenza  and  a  Lifetime  Vaccination  for  Pneumococcal  VI-31 

Performance  Goal  QIO3-04 

Improve  Early  Detection  of  Breast  Cancer  Among  Medicare  Beneficiaries 
Age  65  Years  and  Older  by  Increasing  the  Percentage  of  Women  Who 

Receive  a  Mammogram  VI-34 

Performance  Goal  QIO4-04 

Improve  the  Care  of  Diabetic  Beneficiaries  by  Increasing  the 

Rate  of  Diabetic  Eye  Exams  VI-37 

Performance  Goal  QIO5-04 

Protect  the  Health  of  Medicare  Beneficiaries  by  Optimizing  the  Timing  of 
Antibiotic  Administration  to  Reduce  the  Frequency  of  Surgical 

Site  Infection  .  VI-39 

Quality  of  Care.Survey  &  Certification  Vl-42 

Performance  Goal  QSC1-04 

Decrease  the  Prevalence  of  Restraints  in  Nursing  Homes  VI-46 

Performance  Goal  QSC2-04 

Decrease  the  Prevalence  of  Pressure  Ulcers  in  Nursing  Homes  VI-48 

Performance  Goal  QSC3-04 

Improve  the  Management  of  the  Survey  and  Certification  Budget 

Development  and  Execution  Process  VI-50 

Grants  to  States  for  Medicaid/Medicaid  Agencies.  -  VI-52 

Performance  Goal  MMA2-04 

Increase  the  Percentage  of  Medicaid  Two- Year  Old  Children  Who 

Are  Fully  Immunized  VI-57 
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Performance  Goal  MMA3-02 

Provide  to  States  Linked  Medicare  and  Medicaid  Data  Files  for 

Dually  Eligible  Beneficiaries  VI-60 

Performance  Goal  MMA4-04 

Assist  States  in  Conducting  Medicaid  Payment  Accuracy 

Studies  for  the  Purpose  of  Measuring  and  Ultimately  Reducing  Medicaid 

Payment  Error  Rates  VI-62 

Performance  Goal  MMA5-04 

Improve  Health  Care  Quality  Across  Medicaid  and 

the  State  Children's  Health  Insurance  Program  (SCHIP)  VI-65 

State  Children  *s  Health  Insurance  Program  VI-67 

Performance  Goal  SCHIP 1  -04 

Decrease  the  Number  of  Uninsured  Childrenby  Working  with 

States  to  Implement  SCHIP  and  by  Enrolling  Children  in  Medicaid  VI-69 

Clinical  Laboratory  Improvement  Amendments  (CLIA)  VI-73 

Performance  Goal  CLIA  1-03 

Sustain  Improved  Laboratory  Testing  Accuracy  VI-76 

Performance  Goal  CLIA2-04 

Improve  and  Sustain  Testing  Accuracy  in  Laboratories  Holding  a 

CLIA  Certificate  of  Waiver  VI-79 

Medicare  Integrity  Program  VI-81 

Performance  Goal  MIP1-04 

Reduce  the  Percentage  of  Improper  Payments  Made  Under 

the  Medicare  Fee- for- Service  Program  VI-88 

Performance  Goal  MIP2-03 

Develop  and  Implement  Methods  for  Measuring 

Program  Integrity  Outcomes  VI-90 

Performance  Goal  MIP3-01 

Improve  the  Effectiveness  of  Program  Integrity  Activities  through  the 
Successful  Implementation  of  the  Comprehensive  Plan  for 

Program  Integrity  VL92 

Performance  Goal  MIP5-03 

Improve  the  Process  of  Credit  Balance  Recoveries  VI- 100 

Performance  Goal  MIP6-04 

Assess  Program  Integrity  Customer  Service  VI- 103 

Performance  Goal  MIP7-04 

Improve  the  Provider  Enrollment  Process  VI- 1 05 

Performance  Goal  MTP8-04 

Improve  the  Effectiveness  of  the  Administration  of  Medicare 
Secondary  Payer  (MSP)  Provisions  by  Increasing  the  Number  of 

Voluntary  Data  Match  Agreements  with  Insurers  or  Employers  VI- 1 07 

Performance  Goal  MIP9-04 

Reduce  the  Medicare  Contractor  Error  Rate  VI- 1  10 

Performance  Goal  MIP10-04 

Improve  the  Medicare  Provider  Compliance  Rate   VI- 1 12 


982 

PERFORMANCE  PLAN  AND  REPORT 


Performance  Goal  27-00 

Reduce  the  Percentage  of  Medicare  Home  Health  Services  Provided  for 

which  Improper  Payment  is  Made  VI- 1 1 3 

Medicare  Operations....   F7-1/5 

Performance  Goal  MO  1-04 

Improve  Beneficiary  Telephone  Customer  Service  VI- 125 

Performance  Goal  MO2-04 

Sustain  Medicare  Payment  Timeliness  Consistent  with  Statutory 

Floor  and  Ceiling  Requirements  VI- 1 27 

Performance  Goal  MO3-04 

Increase  the  Use  of  Electronic  Commerce/Standards  in  Medicare  VI- 129 

Performance  Goal  MO4-04 

Maintain  CMS's  Improved  Rating  on  Financial  Statements  VI-132 

Performance  Goal  MO5-04 

Improve  CMS  Oversight  of  Medicare  Fee-for-Service  Contractors  VI- 134 

Performance  Goal  MO6-04 

Increase  Referral  of  Eligible  Delinquent  Debt  for  Cross  Servicing  VI- 136 

Performance  Goal  MO7-02 

Improve  Effectiveness  of  Dissemination  of  Medicare  Information  to 

Beneficiaries  in  Fee-for-Service  VI-138 

Performance  Goal  MO8-04 

Improve  Effectiveness  of  Dissemination  of  Medicare  Information 

to  Beneficiaries  VI- 140 

Performance  Goal  MO9-04 

Improve  Beneficiary  Understanding  of  Basic  Features  of  the 

Medicare  Program  VI- 142 

Federal  Administrative  Costs.   VI- 145 

Performance  Goal  FAC2-04 

Develop  and  Implement  an  Information  Technology  Architecture  VI- 153 

Performance  Goal  FAC4-04 

Develop  New  Medicare  Payment  Systems  in  Fee-for-Service 

and  Medicare+Choice  VI- 1 55 

Performance  Goal  FAC6-04 

Improve  CMS ' s  Workforce  Planning  VI- 1 57 

Performance  Goal  FAC7-04 

Improve  CMS 's  Management  Structure  VI- 1 60 

Performance  Goal  FAC8-04 

Strengthen  and  Maintain  Diversity  at  all  Levels  of  CMS  VI- 163 

Performance  Goal  FAC9-04 

Increase  Awareness  of  the  Opportunity  to  Enroll  in  the 

Medicare  Savings  Programs  VI- 1 66 

Performance  Goal  F AC  10-04 
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EXECUTIVE  SUMMARY 

AGENCY  MISSION 

The  Centers  for  Medicare  &  Medicaid  Services  (CMS)  is  an  Agency  within  the 
Department  of  Health  and  Human  Services.  The  creation  of  CMS  in  1977  brought 
together,  under  one  leadership,  the  two  largest  Federal  health  care  programs—Medicare 
and  Medicaid.  These  programs  coordinate  and  finance  health  care  for  elderly,  disabled, 
and  low-income  persons.  When  the  programs  were  established  in  1965,  Medicare  was 
created  as  a  means  of  providing  affordable  health  insurance  to  the  elderly  (and  later  to 
certain  disabled  persons).  Medicaid  was  conceived  as  a  Federal/State  partnership  in 
policy  setting  and  funding  and  as  part  of  the  social  safety  net  for  low-income  persons. 
The  CMS  has  become  the  largest  purchaser  of  health  care  in  the  United  States,  serving 
nearly  82  million  Medicare  and  Medicaid  beneficiaries. 

The  CMS's  mission  is  to  assure  health  care  security  for  beneficiaries.  The  CMS's 
Strategic  Plan  -  currently  being  updated  -  is  developed  in  conjunction  with  the  Strategic 
Plan  of  the  Department  of  Health  and  Human  Services  (HHS)  and  outlines  our  goals  for 
achieving  this  mission.  The  CMS's  internal  strategic  planning  process,  the  HHS  Strategic 
Plan,  the  enactment  of  the  Government  Performance  and  Results  Act  (GPRA),  and  other 
HHS  and  government-wide  programs  have  all  emphasized  the  themes  of  accountability, 
stewardship  and  a  renewed  focus  on  the  customer. 

For  CMS,  this  has  resulted  in  a  strengthened  Agency  commitment  to  beneficiaries  as  the 
ultimate  focus  of  all  CMS  activities,  expenditures,  and  policies.  To  ensure  that  CMS 
remains  a  responsive,  dynamic  and  relevant  government  agency  that  serves  its  citizens, 
we  are  focusing  our  attention  on  citizen-centered  governance  in  fiscal  year  (FY)  2004  and 
beyond.  This  Annual  Performance  Plan  (APP)  and  Report  (APR)  emphasize  this  focus 
by  identifying  our  significant  processes  and  services,  by  helping  us  expand  our  resources 
in  a  way  that  enhances  service  to  the  public,  by  being  accountable  stewards  of  Agency 
resources,  and  by  enabling  us  to  monitor  and  evaluate  our  effectiveness.  We  will  be 
communicating,  collaborating,  and  cooperating  with  key  customers,  both  public  and 
private,  to  help  us  achieve  the  desired  outcomes  stated  in  this  plan. 

Our  performance  goals  are  linked  to  the  HHS  Strategic  Plan  goals  and  the  newly  revised 
CMS  Strategic  Plan. 

Consistent  with  GPRA  principles,  CMS  has  focused  on  identifying  a  set  of  meaningful, 
outcome-oriented  performance  goals  that  speak  to  fundamental  program  purposes  and  to 
the  Agency's  role  as  a  steward  of  taxpayer  dollars.  The  Agency  is  confident  that 
performance  measurement  under  GPRA  will  substantially  improve  CMS's  programmatic 
and  administrative  performance. 
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OVERVIEW  OF  PLAN  AND  PERFORMANCE  REPORT 
Accountability  through  Performance  Measurement 

Senior  management  has  shown  support  for  the  CMS  performance  measurement  process. 
They  have  assumed  overall  responsibility  for  GPRA  performance  goals  and  have 
appointed  responsible,  accountable  goal  leads  and  contacts. 

Strong  technical  support  for  performance  measurement  also  exists  within  CMS.  We  have 
established  a  Performance  Measurement  Technical  Advisory  Group  made  up  of 
methodology  and  program  experts  across  the  Agency  who  examine  the  technical 
appropriateness,  feasibility,  and  measurability  of  each  of  CMS's  GPRA  performance 
goals. 

The  chart  below  shows  the  number  of  performance  goals  and  targets  within  those 
performance  goals  from  the  beginning  of  the  GPRA  process  to  the  present  submission, 
and  it  includes  reporting  tallies  as  appropriate. 

PROGRAM  PERFORMANCE  REPORT  SUMMARY 
Goals  in  Plan  Targets  in  Plan  Targets  Reported  Targets  Met  Unreported 


1999 

18 

22 

22 

20 

0 

2000 

30 

40 

40 

31 

0 

2001 

33 

54 

52 

40 

2 

2002 

35 

59 

49 

40 

10 

2003 

36 

58 

N/A 

N/A 

N/A 

2004 

37 

59 

N/A 

N/A 

N/A 

Summary  of  FY  2002  Successes 

Overall,  CMS  experienced  positive  results  in  FY  2002.  Of  the  35  goals  being  reported 
for  FY  2002,  we  have  8  goals  for  which  we  do  not  have  complete  data.  We  have  met  or 
exceeded  expectations  for  20  of  the  27  goals  for  which  we  have  complete  data. 

Summary  of  FY  2002  Performance  Challenges 

Although  we  are  not  reporting  success  in  meeting  7  goals  in  their  entirety,  we  have  made 
significant  progress.  For  example: 
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•  The  FY  2002  target  to  increase  the  dollar  amount  of  debt  referred  for  cross  servicing 
to  100  percent  of  eligible  delinquent  debt  was  not  met.  The  CMS  managed  to  refer 
approximately  92  percent  of  its  eligible  delinquent  debt  by  the  end  of  the  fiscal  year. 
The  balance  of  the  eligible  debt  will  be  referred  in  FY  2003. 

•  We  did  not  meet  our  FY  2002  target  to  develop  a  model  fraud  rate  program  under  the 
Comprehensive  Error  Rate  Testing  program  because  we  did  not  receive  the  HCFAC 
funding  to  carry  out  this  project.  We  may  take  another  look  at  developing  a  fraud  rate 
if  funding  is  received  in  future  fiscal  years. 

•  We  did  not  reach  our  FY  2002  target  of  a  5  percent  fee-for-service  error  rate; 
however,  we  continued  our  success  of  maintaining  the  error  rate  at  6.3  percent.  We 
will  further  reduce  the  error  rate  by  continuing  to  focus  our  corrective  actions  on 
areas  of  vulnerability  identified  by  the  OIG.  We  believe  that  by  aggressively 
addressing  specific  high-risk  areas  we  will  continue  to  be  successfid  in  reducing  the 
fee-for-service  error  rate. 

•  Although  we  met  our  target  to  implement  the  PECOS  program,  we  did  not  meet  our 
target  of  publishing  the  regulation  pertaining  to  establishing  and  maintaining  billing 
privileges.  A  revised  provider  enrollment  form  is  dependent  upon  release  of  the 
regulation.  These  items  are  currently  in  the  clearance  process  and  we  expect  to  issue 
them  in  FY  2003. 

•  We  were  unable. to  meet  our  goal  to  measure  performance  in  processing 
enrollments/disenrollmenis  in  compliance  with  the  Medicare+Choice  beneficiary 
election  provisions  of  the  BBA.  Due  to  the  passage  of  the  Bioterrorism  Preparedness 
Act  of  2001  (enacted  June  2002),  the  implementation  of  the  lock-in  provisions  has 
been  statutorily  delayed  until  FY  2005.  Because  there  will  be  no  data  to  report  in 
FY  2003  and  FY  2004,  this  goal  has  been  discontinued. 

•  We  did  not  meet  our  target  to  send  appeals  data  collection  instructions  to  the 
Medicare+Choice  Organizations  (M+COs).  The  CMS  refocused  its  approach  in 
response  to  industry  concerns  about  imposing  additional  workload  on  the  M+CO 
plans.  Therefore,  in  an  effort  to  relieve  the  burden  on  the  M+COs,  the  appeals  data 
collection  will  now  be  obtained  through  Independent  Review  Entities  (ERE). 

•  Although  we  met  our  target  to  set  accuracy  standards  to  improve  beneficiaiy 
telephone  customer  service,  we  did  not  meet  out  target  to  measure  accessibility  and 
caller  satisfaction.  These  measures  were  discontinued  due  to  a  shift  in  focus  to 
nationwide  implementation  of  a  single  800  number  for  beneficiary  inquiries. 

Pending  FY  2000  and  FY  2001  Performance  Goals 

Results  are  now  available  from  the  following  previously  unreported  goals. 
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Goals  Met 

•  FY  2001  goal  to  decrease  the  prevalence  of  restraints  in  nursing  homes  by 
1 0  percent. 

•  FY  2001  goal  to  maintain  a  "clean  opinion"  on  CMS's  FY  2001  financial  statement. 

•  FY  2001  goal  to  improve  the  care  of  diabetic  beneficiaries  by  increasing  the  rate  of 
diabetic  eye  exams. 

•  FY  2001  target  to  increase  lifetime  pneumococcal  vaccine  rates. 

•  FY  2000  and  FY  2001  goal  to  increase  the  number  of  women  65  and  older  who 
receive  a  mammogram  (NHIS  and  Medicare  claims  data  for  2000  and  2001, 
respectively). 

Goals  Not  Met 

•  The  FY  2000  goal  to  reduce  the  home  health  error  rate. 

•  The  FY  2000  goal  to  decrease  the  one-year  mortality  rate  following  hospital 
admission  for  heart  attack. 

•  The  FY  2001  goal  to  reduce  the  Medicare  fee-for-service  error  rate  to  6  percent. 

•  The  FY  2001  goal  to  decrease  the  prevalence  of  pressure  ulcers  in  nursing  homes. 

•  The  FY  200 1  target  to  increase  the  annual  influenza  vaccination  rate. 

L  OVERVIEW  OF  PERFORMANCE  MEASUREMENT 

This  Annual  Performance  Plan  (APP)  for  CMS  sets  out  specific  performance  goals  for 
the  Agency  for  FY  2004.  It  builds  on  previous  APPs  submitted  to  Congress  and  contains 
many  enhancements.  The  CMS's  APP  complements  and  supports  the  Agency's  FY  2004 
budget,  and  is  integral  to  it.  In  this  Annual  Performance  Report  (APR),  CMS  is  reporting 
on  Agency  performance  for  its  FY  2002  GPRA  goals. 

The  Agency's  APP  is  divided  by  budget  category  as  a  means  of  integrating  budget  and 
performance.  The  Table  of  Contents  provides  an  easy-to-read  road  map  indicating  how 
the  programs  and  performance  goals  are  organized  in  the  plan.  The  GPRA  goals 
identified  under  each  of  our  1 1  budget  categories  are  representative  of  the  vital  activities 
CMS  performs  to  fulfill  its  mission.  Thus,  the  APP  does  not  reflect  every  activity  and 
challenge  encountered  by  the  Agency.  Using  a  representative  approach  is  consistent  with 
guidance  from  GAO  based  on  the  nature  of  the  Agency's  work. 

Performance  measurement  results  will  provide  a  wealth  of  information  about  the  success 
of  CMS's  programs  and  activities,  and  CMS  uses  performance  information  to  identify 
opportunities  for  improvement  and  to  shape  its  programs.  The  use  of  GPRA  goals  also 
provides  a  method  of  clear  communication  of  CMS's  programmatic  objectives  to  our 
partners,  such  as  national  professional  organizations.  Performance  data  are  extremely 
useful  in  shaping  policy  and  management  choices  in  both  the  short  and  long  term.  We 
look  forward  to  the  challenges  posed  by  our  performance  goals  and  are  optimistic  about 
our  ability  to  meet  them. 

The  President's  Management  Agenda  of  2001  announced  several  reform  initiatives  with 
the  primary  objectives  of  making  the  Government  more  citizen- centered,  results-oriented, 
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and  market-based.  In  response  to  the  President's  five  management  objectives,  CMS 
developed  initiatives  to  vigorously  move  the  Agency  forward  with  a  focus  on  five 
primary  objectives:  integrating  budget  and  performance;  enhancing  strategic  management 
of  human  capital;  increasing  competitive  sourcing;  improving  financial  performance;  and 
expanding  electronic  government.  Many  of  our  performance  goals  are  consistent  with 
these  objectives,  as  illustrated  later  in  the  Plan. 

Consistent  with  the  President's  Management  Agenda,  CMS's  initiatives  include  process 
reengineering  efforts,  improved  methods  of  working  and  management  initiatives  that  will 
enable  the  Agency  to  implement  its  long-term  goals  and  objectives.  For  example: 

•  In  order  to  expand  e-govemment,  we  continue  to  improve  our  popular 
'medicare.gov"  website  to  make  the  most  of  technology  for  the  growing 
number  of  beneficiaries  who  have  access  to  the  Internet.  It  is  a  critical  tool  for 
our  GPRA  goals  to  improve  the  dissemination  and  understanding  of  Medicare 
information.  Also,  CMS  makes  use  of  computer  based  training  (CBT)  to 
educate  our  workforce  on  systems  security  issues  and  other  subjects.  This 
training  enhances  productivity  by  allowing  employees  the  flexibility  of 
scheduling  training  based  on  their  individual  schedule  and  makes  a  better  use 
of  time  for  both  the  employee  and  the  Agency.  It  also  provides  a  way  for  the 
employee  to  refer  back  to  familiar  training  tools  if  necessary. 

•  Several  CMS  performance  goals  address  the  Agency's  need  to  better  manage 
its  "human  capital"  in  orde.  to  achieve  its  mission.  As  represented  by  our 
GPRA  goal  to  improve  our  workforce  plaiming,  CMS  seeks  to  identify 
existing  workforce  competencies  and  to  eventually  conduct  gap  analyses 
between  current  and  future  requirements  and  existing  workforce  skills  and 
knowledge.  Through  our  workforce  planning  efforts,  we  have  identified 
broad  competency  areas  that  need  to  be  targeted  for  skill  and  knowledge  gap 
reduction,  including  strengthening  management  and  leadership.  To  address 
this,  CMS  has  developed  a  Leadership  and  Management  Development 
Strategy  (LMDS)  to  strengthen  and  increase  the  effectiveness  of  the  Agency's 
leadership.  This  strategy  is  represented  in  our  Plan  by  our  goal  to  improve 
management  structure.  There  is  also  a  strong  business  case  for  our  goal  to 
strengthen  and  maintain  diversity  at  all  levels  of  CMS.  By  building  a 
workforce  that  mirrors  the  diverse  population  we  serve,  we  improve  our 
effectiveness.  These  "human  capital"  goals  will  enable  CMS  and  the 
Department  of  Health  and  Human  Services  (HHS)  to  effectively  implement  its 
Strategic  Plan  and  long-term  goals  and  objectives  through  a  more  effective 
workforce. 

We  have  embarked  on  a  national  ad  campaign,  which  assists  beneficiaries  and  their 
caregivers  to  become  active  and  informed  participants  in  their  health  care  decisions,  hi 
the  fall  of  2001,  we  implemented  a  number  of  new  and  expanded  services  to  make  it 
easier  than  ever  for  Medicare  beneficiaries  to  learn  about  their  choices.  These  included 
expanded  access  to  customer  service  representatives  at  1  -800-MEDICARE,  expanded 
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web-based  capabilities  to  help  consumers  compare  health  plan  choices,  and  a  national  ad 
campaign  on  the  new  choices  and  new  ways  to  get  information  on  CMS  programs.  We 
conducted  a  similar  national  ad  campaign  in  Fall  2002  to  continue  our  promotion  of 
1  -800-MEDIC  ARE  and  www.medicare.gov.  These  strategies  support  a  number  of  our 
GPRA  goals  in  this  Annual  Performance  Plan. 

The  use  of  performance  measures  to  improve  health  care  quality  in  the  Medicaid  program 
has  been  primarily  undertaken  by  State  Medicaid  agencies.  At  the  national  level,  we  do 
not  have  information  on  health  care  quality  for  the  majority  of  Medicaid  beneficiaries 
receiving  care  in  non-institutional  settings.  Therefore,  CMS  is  beginning  to  work  with 
States  to  jointly  explore  a  strategy  for  State  and  Federal  use  of  performance  measures  that 
will  improve  health  care  delivery  and  quality  for  Medicaid  and  SCHIP  populations  using 
reliable  and  valid  performance  measures. 

Summary  of  Plan  and  Report 

The  CMS's  total  number  of  FY  2004  goals  is  37.  We  carried  over  the  majority  of  the 
goals  in  the  FY  2003  plan,  with  new  targets  appropriate  for  FY  2004  focusing  on 
meaningful  outcomes.  We  have  included  a  new  budget  category,  which  represents  our 
Revitalization  Plan.  Our  goal  to  Improve  CMS's  Information  Systems  Security  has  been 
relocated  to  this  section.  In  addition,  the  CMS  has  honored  its  agreement  made  with  the 
OMB  during  the  Program  Assessment  Rating  Tool  (PART)  process,  and  included  two 
new  program  integrity  goals  measuring  our  contractor  error  rate  and  provider  compliance 
rate.  This  year  we  will  be  reporting  on  the  status  of  35  FY  2002  performance  goals. 

An  improvement  in  this  year's  plan  is  the  indication  in  the  reporting  charts  of  linkage 
between  our  plan  and  the  Department's  Strategic  Plan  goals.  In  the  reference  section  of 
the  reporting  charts,  a  numeral  has  been  added  to  indicate  to  which  goal(s)  in  the 
Department's  Strategic  Plan  our  FY  2004  GPRA  outcome  goals  are  linked.  Goals 

associated  with  the  President's  Management  Plan  are  identified  by  the  ^JM^  icon, 
which  is  also  found  in  the  reference  section.  Also  in  this  section,  as  appropriate,  we 
noted  "See  FY  03  Revised  Final"  for  changes  in  FY  2003  goals. 

The  CMS's  FY  2004  plan  reflects  our  continued  efforts  to  strengthen  our  coordination 
with  other  organizations  and  to  enhance  data  verification  and  validation.  With  respect  to 
data  issues,  CMS  has  been  careful  to  cite  and  describe  data  sources  for  each  individual 
goal,  as  well  as  particular  data  concerns  or  limitations.  Data  issues  are  explored  further 
in  the  Appendix,  Section  A.4. 

Each  of  our  GPRA  goals  is  outlined  with  targets  for  each  fiscal  year.  Some  goal  targets 
are  labeled  "developmental"  goals.  We  include  these  goals  in  our  plan  to  show  our 
commitment  to  certain  priorities  while  acknowledging  the  challenges  of  developing  a 
specific,  measurable  goal. 
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II.  GOAL-BY-GOAL  PERFORMANCE  MEASUREMENT 

In  this  section,  we  present  our  report  on  CMS's  performance  for  FY  2002,  and  goals 
planned  for  FY  2003  and  FY  2004.  The  report  and  goals  are  organized  by  budget 
category,  including  our  new  Revitalization  Plan  budget  category.  We  begin  by 
describing  the  category  and  presenting  a  table  summarizing  our  FY  2002  performance 
and  FY  2003  and  FY  2004  goals.  A  performance  summary  for  each  budget  category 
follows,  which  is  then  followed  by  goal  narratives  for  the  performance  goals  in  that 
budget  category. 

Each  performance  goal  is  displayed  within  the  associated  major  budget  category.  In 
general,  if  the  actions  planned  to  improve  performance  are  mainly  funded  out  of  a  given 
budget  category,  that  is  the  category  associated  with  the  performance  goal.  The  funding 
levels  shown  are  the  total  dollars  enacted  or  requested  for  each  budget  category,  of  which 
only  a  portion  may  be  funding  the  specific  activities  or  interventions  described  in  a 
performance  goal. 

The  37  individual  goal  narratives  for  FY  2004  contain  the  following  sections: 

•  Baseline:  the  initial  data  reported  for  the  starting  point  of  reference  includes  the  year 
of  the  baseline  data; 

•  Target:  the  desired  performance  level  we  plan  to  accomplish; 

•  Discussion:  the  rationale  for  selecting  the  particular  performance  measure,  pertinent 
background  information,  and  activities/interventions  under  way  or  planned  to 
accomplish  the  goal; 

•  Coordination:  the  extent  to  which  CMS  coordinates  with  other  organizations,  such  as 
other  Federal  agencies,  State  agencies,  local  agencies,  private  entities,  and  advocacy 
organizations; 

•  Data  source(s):  a  description  of  the  data  used  for  measuring  progress  toward  the 
goal;  and 

•  Verification  and  Validation:  the  means  for  ensuring  the  accuracy  and  reliability  of 
the  data  source(s). 

Note: 

•  We  continue  to  reference  some  official  CMS  forms  with  the  "HCFA" 
acronym,  for  example  HCFA-1500.  We  are  exercising  fiscai  restraint  by 
exhausting  our  forms  already  on  hand. 

•  The  Medicare  Peer  Review  Organizations  (PROs)  are  now  known  as  Quality 
Improvement  Organizations  (QIOs).  All  references  have  been  changed 
accordingly. 
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Medicare  Benefits 


Medicare 
Benefits 


FY  2001 
Actual* 


FY  2002 
Actual* 


FY  2003 
Current 
Estimate* 


FY  2004 
Estimate 


Total  Budget 
Authority 


$236.6  B 


$252.2  B 


$267.8  B 


$278.6 


Includes  SMI  transfer  to  Medicaid 


The  Centers  for  Medicare  &  Medicaid  Services  (CMS)  administers  Medicare,  the 
Nation's  largest  health  insurance  program,  which  covers  approximately  41  million 
Americans.  Medicare  provides  health  insurance  to  people  age  65  and  over,  those  who 
have  permanent  kidney  failure,  and  certain  people  with  disabilities.  For  nearly  four 
decades,  this  program  has  helped  pay  medical  bills  for  millions  of  Americans,  providing 
them  with  comprehensive  health  benefits  they  can  count  on. 

Other  representative  goals  related  to  this  budget  category  but  not  listed  in  the  chart  are: 


•  Protect  the  Health  of  Beneficiaries  Age  65  Years  and  Older  by  Increasing  the 
Percentage  of  Those  Who  Receive  an  Annual  Vaccination  for  Influenza  and  a 
Lifetime  Vaccination  for  Pneumococcal  (QIO2-04) 

•  Improve  Early  Detection  of  Breast  Cancer  Among  Medicare  Beneficiaries  Age  65 
Years  and  Older  by  Increasing  the  Percentage  of  Women  Who  Receive  a 
Mammogram  (QIO3-04) 

•  Improve  the  Care  of  Diabetic  Beneficiaries  by  Increasing  the  Rate  of  Diabetic  Eye 
Exams  (QIO4-04) 

•  Protect  the  Health  of  Beneficiaries  by  Optimizing  the  Timing  of  Antibiotic 
Administration  to  Reduce  the  Frequency  of  Surgical  Site  Infection  (QIO5-04) 

•  Improve  Beneficiary  Telephone  Customer  Service  (MO  1  -04) 

•  Improve  Effectiveness  of  Dissemination  of  Medicare  Information  to  Beneficiaries 
(MO8-04) 

•  Improve  Beneficiary  Understanding  of  Basic  Features  of  the  Medicare  Program 
(MO9-04) 
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Performance  Goals 


Targets 


Actual  Performance 


Ref. 


Improve  satisfaction  of 
Medicare  beneficiaries  with 
the  health  care  services  they 
receive 

—Managed  care  access  to  care 


—Managed  care  access  to 
specialist 


-Fee-for-service  access  to 
care 


-Fee-for-service  access  to 
specialist 


'Interchanged  in  FY  2001  Revised 
Final  Annual  Performance  Plan 


FY  04:  93%  of  beneficiaries 
FY  03:  Collect  (&  share)  data 
FY  02:  Collect  (&  share)  data 
FY  01 :  Develop  new  baselines/ 
targets  to  include  cbsenrollee  data 
FY  00:  Collect/share  data  to 
achieve  79%  of  plans  by 
CY  2003* 

FY  99:  Develop  target 


FY  04:  86%  of  beneficiaries 
FY  03:  Collect  (&  share)  data 
FY  02:  Collect  (&  share)  data 
FY"  01:  Develop  new  baselines/ 
targets  to  include  disenrollee  data 
FY  00:  Collect/share  data  to 
achieve  75%  of  plans  by 
CY  2003* 

FY  99:  Develop  target 


FY  04:  95%  of  beneficiaries 

FY  03:  Collect  (&  share)  data 

FY  02:  Collect  (&  share)  data 

FY  01:  Develop  baselines/ targets 

FY  00:  Same  as  FY  1999 


FY  99:  Continue  to  develop 
measurement  and  reporting 
methodology 

FY  04:  85% 

FY  03:  Collect  (&  share)  data 
FY  02:  Collect  {&  share)  data 
FY  01:  Develop  baselines/targets 

FY  00:  Same  as  FY  1999 


FY  99:  Continue  to  develop 
measurement  and  reporting 
methodology  


MB1 


3.5 


FY  04: 
FY  03: 

FY  02:  Data  collected  (Goal  met) 
FY  01:  90.5%  of  beneficiaries 
(Baseline)  (Goal  met) 
FY  00:  Data  collected  (Goal  met) 


FY  99:  Target  dev.  (Goal  met) 
FY  98:  74%  of  plans* 
(Baseline) 

FY  04: 
FY  03: 

FY  02:  Data  collected  (Goal  met) 
FY  01:  83.7%  of  beneficiaries 
(Baseline) 

FY  00:  Data  collected  (Goal  met) 


FY  99:  Target  developed  (Goal 
met) 

FY  98:  70%  of  plans  (Baseline)* 

FY  04: 
FY  03: 

FY  02!  Data  collected  (Goal  met) 
FY  01:  92.8%  of  beneficiaries 
(Baseline)  (Goal  met) 
FY  00:  Survey  fielded  in  FY  2001 
with  baseline  data  available  fall 
2001  (Goal  met) 

FY  99:  Development  continuing 
(Goal  met) 


FY  04: 
FY  03: 

FY  02:  Data  collected  (Goal  met) 
FY  01:  82.8%  (Baseline) 
(Goal  met) 

FY  00:  Survey  fielded  in  FY  2001 

with  baseline  data  available  fall 

2001  (Goal  met) 

FY  99:  Development  continuing 

with  survey  to  be  fielded  in 

FY  2001  (Goal  met)  
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Process  beneficiary 

FY  03:  Goal  discontinued  (due  to 

MB  3 

Medicare+Choice 

legislation) 

organization  elections  in 

See 

compliance  with  the  BBA 

FY  02:  Develop  a  target  that 

FY  02:  (Goal  not  met  due  to 

FY  03 

Revised 

beneficiary  election 

measures  performance  in 

legislation) 

Final 

provisions 

processing  enrollments/ 

disenrollments  in  compliance  with 

the  beneficiary  election  provisions 

oi  the  ddA 

Timely  (■'  same  month.)  :      ..  - 

f  l  V^f    IN/A  . 

■  processing  of  clean 

ejection  provisions,  above) 

IV^edicare+Choice  enrollxnents 

EV  fll  •  QSJO/iv 

17V  At  >  QQ"3<?/«  fTr/jil  nu>f\-  ' 

equal  to  -the.  effective  date  on 

r  r  i  W.-J*.  r  7o  \tfoai  met/ 

the  transaction 

■  jp.x  yy;  ;75ve 

1!  I  y?;  33.O  /0  (j-MOttl  UOt  XRCIJ 

FY  98:  System,  updated  with 

managed  care  enrollments  the 

**Sfaa<Jiag  tildicsttis  the-  goal  ~. 

month  loiloWiing  receipt  of  the 

targets  prior  to  the  current  version. 

transaction  (Baseline): 

— 

Improve  Medicare's 

FY04: 

FY  04: 

MB4 

administration  of  the 

—M+CO:  Begin  data  collection 

—M+CO: 

beneficiary  appeal  process 

--FFS:  Developmental 

-FFS: 

See 

(Developmental) 

Revised 

FY  03: 

FY  03: 

—M+CO:  Enhance  data  collection 

— IV1-H_,C. 

— FFS:  Developmental 

—FFS 

5 

FY  02: 

FY  02: 

-•m+cu.  issue  urL  wstn 

—M+CO:  Reassessed  data 

reporting  instmctions 

collection  (Goal  not  met) 

--FFS:  Evaluate  date  needs  & 

-FFS:  Evaluation  complete 

capabilities 

(Goal  met) 

FY  01: 

FY  01: 

--Publish  Operational  Policy  Letter 

-OPL  132  04/27/01  (Goal  met) 

(OPL) 

-Collection  delayed  (Goal  not 

-Begin  collecting  baseline  data 

met) 

FY  00:  Have  system  in  place  for 

FY  00:  Delayed  due  to  burden  to 

collection  of  managed  care  appeal 
data 

M+CO  (Goal  not  met.) 

(Baseline  developmental) 

Performance  Results  Discussion 


Assuring  health  care  security  for  our  beneficiaries  is  our  primary  mission.  While  all  of 
our  GPRA  goals  support  this  mission  in  some  way,  we  have  attempted  to  identify  several 
key  measures  to  represent  the  Medicare  benefits  budget  category.  We  want  to  encourage 
choice  in  the  Medicare  beneficiary  community  for  medical  coverage  while  maintaining 
high-quality  care,  so  it  is  important  that  we  select  goals  that  address  a  range  of  issues- 
administrative  and  care-related. 
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high-quality  care,  so  it  is  important  that  we  select  goals  that  address  a  range  of  issues- 
administrative  and  care-related. 

Beneficiary  Satisfaction  -  Our  multi-year  efforts  to  improve  beneficiary  satisfaction  with 
the  health  care  received  apply  to  both  managed  care  and  fee-for-service  (FFS). 
In  an  effort  to  capture  more  complete  information  for  the  managed  care  portion,  data 
from  a  managed  care  disenrollee  survey  is  combined  with  survey  data  from  current 
managed  care  enrollees.  Baselines  and  targets  have  been  recalculated  to  reflect  this 
change.  In  order  for  the  increases  to  be  statistically  significant,  these  are  long-term 
targets  with  reporting  due  at  the  end  of  the  5-year  period. 

Our  efforts  to  improve  beneficiary  satisfaction  are  ongoing  by  continuing  to  collect  and 
share  CAHPS  information  from  beneficiaries.  Specific  presentations  on  the  CAHFS 
surveys,  from  which  these  measures  are  developed,  have  been  made  to  individual 
Medicare  managed  care  plans,  to  Quality  Improvement  Organizations  (QiOs)  at  meetings 
of  the  American  Health  Quality  Association,  and  to  beneficiaries  on  the  Medicare  Health 
Plan  Compare  website.  In  addition,  we  have  established  a  website  to  provide  further 
assistance  to  QIOs  on  issues  related  to  FFS.  We  are  currently  developing  a  website  for 
Medicare  managed  care  issues  to  be  available  to  QIOs  and  other  researchers. 

Timely  Enrollment  -  While  encouraging  our  beneficiaries  to  choose  the  health  plan  best 
suited  for  their  needs,  we  want  to  ensure  timely  enrollment  into  managed  care  with  no 
interruption  in  health  care  delivery  or  payment.  Unfortunately,  we  fell  short  of  our 
FY  1999  target.  The  managed  care  organizations  (MCOs)  were  unfamiliar  with  the  new 
enrollment  timeframes.  Also  the  data  extraction  technique  included  some  inappropriate 
transactions  in  the  counts,  resulting  in  the  percentages  being  lower  than  they  actually 
should  have  been.  The  MCOs  have  since  gained  experience  with  the  new  enrollment 
timeframes,  and  the  extraction  technique  has  been  improved  to  provide  more  accurate 
data.  Thus,  in  FY  2000  and  FY  2001,  we  met  and  exceeded  our  target  of  98  percent.  For 
FY  2002  our  goal  was  to  develop  targets  that  measure  performance  in  processing 
enrollments/disenrollments  in  compliance  with  the  beneficiary  election  provisions  of  the 
BBA  regarding  lock-in  provisions  and  plan  benefit  packages.  However,  due  to  the 
passage  of  the  Bioterrorism  Preparedness  Act  of  2001  (enacted  June  2002),  the 
implementation  of  the  lock-in  provisions  has  been  statutorily  delayed  until  FY'  2005. 
Because  there  will  be  no  data  to  report  in  FY  2003  and  FY  2004,  this  goal  has  been 
discontinued. 

Beneficiary  Appeals  -  It  is  important  that  we  address  beneficiary  appeals  for  both 
managed  care  and  FFS  programs  in  Medicare.  For  example,  appeals  in  the  managed  care 
program  usually  relate  to  "access  to  care"  while  the  appeals  issue  in  the  FFS  program  is 
usually  nonpayment  for  service.  In  FY  2002  the  M+CO  appeals  target  was  to  send  data 
collection  instructions  to  the  M+COs.  However,  in  response  to  industry  concerns  about 
imposing  additional  workload  on  the  M+CO  plans,  CMS  decided  to  refocus  its  approach, 
thus  it  did  not  meet  this  target.  The  data  collection  will  now  be  obtained  through 
Independent  Review  Entities  (IRE)  alleviating  any  burdens  to  the  M+COs.  The  FFS 
FY  2002  target  was  met  by  having  the  appeals  data  re-evaluated  to  determine  future 
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needs  for  improving  the  administration  of  this  essential  beneficiary  protection.  The  CMS 
is  now  considering  whether  its  data  needs  would  best  be  served  by  a  unified  system  that 
can  incorporate  and  utilize  both  FFS  and  M+CO  data. 
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Performance  Goal  MB1-04 

Improve  Satisfaction  of  Medicare  Beneficiaries  with  the 
Health  Care  Services  they  Receive 


Baselines  (New  for  FY  2002-2004  Goals  *>: 

CY  2000  Managed  care  -  (a)  Getting  needed  care  for  illness  or  injury:  90.5  percent  of 
beneficiaries  enrolled  in  a  Medicare  managed  care  (MMC)  plan  reported  that  they  could  usually 
or  always  get  care  for  illness  or  injury  as  soon  as  they  wanted,  (b)  Access  to  a  specialist: 
83.7  percent  of  beneficiaries  enrolled  in  a  managed  care  plan  reported  that  it  was  not  a  problem 
to  see  a  specialist  that  they  needed  to  see. 

CY  2000  Fee-for-service  (FFS)  -  (a)  Getting  needed  care  for  illness  or  injury:  92.8  percent  of 
beneficiaries  enrolled  in  the  original  Medicare  FFS  (MFFS)  health  plan  reported  that  they  could 
usually  or  always  get  care  for  illness  or  injury  as  soon  as  they  wanted,  (b)  Access  to  a 
specialist:   82.8  percent  of  beneficiaries  enrolled  in  the  original  Medicare  FFS  health  plan 

reported  that  it  was  not  a  problem  to  see  a  specialist  that  they  needed  to  see.  

FY  2004  Targets:  Same  as  FY  2002/2003.  

FY  2003  Targets:  Same  as  FY  2002.  

FY  2002  Targets:  Managed  Care  -  Direct  efforts  to  achieve  by  the  end  of  CY  2004  for  (a) 
Getting  needed  care  for  illness  or  injury:  93  percent  of  beneficiaries,  and  (b)  Access  to  a 
specialist:  86  percent  of  beneficiaries.  These  efforts  include:  (1)  continue  to  collect  MMC- 
CAHPS  and  Disenrollee  data  and  make  available  to  Medicare  managed  care  plans,  Medicare 
Quality  Improvement  Organizations  (QIOs)  (formerly  known  as  PROs)  and  Medicare 
beneficiaries,  and  (2)  assist  in  quality  improvement  initiatives  and  beneficiary  plan  choice. 
FFS  -  Direct  efforts  to  achieve  by  the  end  of  CY  2004  for  (a)  Getting  needed  care  for  illness  or 
injury:  95  percent  of  beneficiaries,  and  (b)  Access  to  a  specialist:  85  percent  of  beneficiaries 
enrolled  in  the  Original  Medicare  FFS  health  plan  will  report  that  it  was  not  a  problem  to  see  a 
specialist  that  they  needed  to  see.  These  efforts  include:  (1)  continue  to  collect  MFFS-CAHPS 
data  and  make  available  to  Medicare  QIOs  and  Medicare  beneficiaries,  and  (2)  assist  in  quality 
improvement  initiatives  and  beneficiary  plan  choice. 

Performance:  Goal  met.  We  continue  to  collect  CAHPS  data  and  assist  in  quality 
improvement  initiatives  by  sharing  data  with  plans,  QIOs  and  beneficiaries  toward  meeting  our 
ultimate  target  by  the  end  of  CY  2004. 

FY  2001  Targets:  Developmental.  Managed  care  -  Develop  new  baselines/future  targets 

including  data  from  disenrollee  survey. 

FFS  -  Develop  baselines/future  targets  based  on  survey  results. 

Performance:  Managed  care  -  Goal  met.  New  baseline  and  5-year  target  measures  (see 
above)  were  developed  using  data  collected  from  both  the  MMC  and  Disenrollee  CAHPS  for 
2000,  regarding  beneficiary  access  to  care  and  specialists. 

FFS  Goal  met.  Baselines  and  5-year  target  measures  (see  above)  were  developed  from  2000 
data  collected  in  Round  1  MFFS-CAHPS  for  2000,  regarding  beneficiary  access  to  care  and  to 
specialists. 


Managed  Care  -  Data  for  beneficiaries  who  voluntarily  disenrolled  from  their  managed  care  plans  became 
available  in  FY  2001  from  the  2000  survey  and  were  combined  with  Consumer  Assessment  of  Health  Plans 
Survey  (CAHPS)  data  for  current  enrollees  to  get  a  more  complete  picture  of  plan  performance. 

FFS  -  Baselines  established  with  Round  1  Medicare  FFS  (MFFS)  CAHPS  data  from  CY  2000. 
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(Continued  from  previous  page) 
Baselines  for  FY  2000  Goal 

Managed  care  without  disenrollees  -  (a)  Getting  needed  care  for  illness  or  injury:  In  1998,  in 
74  percent  of  plans,  at  least  90  percent  of  beneficiaries  reported  that  they  could  usually  or 
always  get  care  for  illness  or  injury  as  soon  as  they  wanted,  (b)  Ease  of  getting  referral  to  a 
specialist:  In  1998,  in  70  percent  of  plans,  at  least  80  percent  of  beneficiaries  reported  that  it 
was  not  a  problem  to  get  a  referral  to  a  specialist  that  they  needed  to  sec. 
Fee-lbr-service  (FFS)  -  Developmental.  Baseline  data  will  become  available  in  FY  2001 .  The 

CAHPS  FFS  survey  was  fielded  in  Fall  2000.)  

FY  2000  Targets:  Managed  care  -  Continue  efforts  to  achieve  by  CY  2003,  (a)  in  79  percent  of 
plans,  at  least  90  percent  of  beneficiaries  report  that  they  could  usually  or  always  get  care  for 
illness  or  injury  as  soon  as  they  wanted,  and  (b)  in  75  percent  of  plans,  at  least  80  percent  of 
beneficiaries  report  that  it  was  not  a  problem  to  get  a  referral  to  a  specialist  that  they  needed  to 
see. 

FFS  -  Targets  will  be  established  after  baseline  data  become  available  in  FY  200 1 . 
Performance:  Managed  care  -  Our  interventions  to  improve  beneficiary  satisfaction  have 
continued  with  regard  to  encouraging  health  plans  and  the  PROs  to  use  CAHPS  measures  in 
their  quality  improvement  efforts.  In  an  effort  to  capture  more  complete  data  for  this  goal,  input 
from  disenrolled  beneficiaries  will  be  included  in  the  CAHPS  survey.  Therefore,  baselines  and 
future  targets  will  be  recomputed. 

FFS  -  We  began  collecting  CAHPS  FFS  data  in  Fall  2000. 

FY  1999  Targets:  Managed  care  -  Develop  target. 

FFS  -  Continue  to  develop  measurement  and  reporting  methodology. 

Performance:  Managed  care  -  Goal  met.  Baseline  and  target  developed. 

FFS  -  Goal  met.  Development  continuing  with  survey  to  be  fielded  in  FY  2001 .  


Discussion:  A  fundamental  goal  is  that  beneficiaries  are  our  primary  customers  and  one 
of  CMS's  main  reasons  for  being  is  to  assure  satisfaction  in  the  experiences  beneficiaries 
have  in  accessing  care  for  illnesses  and  injuries  when  needed,  including  their  access  to 
care  of  specialists.  In  response  to  the  need  to  standardize  the  measurement  of  and 
monitor  beneficiaries'  experience  and  satisfaction  with  the  care  they  receive  through 
Medicare,  CMS  developed  a  series  of  data  collection  activities  under  the  Consumer 
Assessment  Health  Plans  Surveys  (CAHPS).  The  CMS  fields  these  surveys  annually  to 
representative  samples  of  beneficiaries  enrolled  in  each  Medicare  managed  care  plan  as 
well  as  those  enrolled  in  the  original  Medicare  fee-for-service  plan  and  provides 
comparable  sets  of  specific  performance  measures  collected  in  CAHPS  to  Quality 
Improvement  Organizations  (QIOs),  health  plans,  and  beneficiaries  through  various 
means,  including  the  National  Medicare  &  You  Education  Program  (NMEP). 

Provision  of  CAHPS  performance  information  assists  beneficiaries  in  their  health  plan 
choices  under  Medicare.  Annual  development  of  specific  performance  measures  also 
permits  use  of  CAHPS  as  a  tool  for  monitoring  beneficiary  experiences  in  and 
satisfaction  with  differing  care  delivery  modes  and  in  different  regions  of  the  country. 
Plan-specific  measures  provide  direct  incentives  for  managed  care  plans  to  improve 
performance  and  health  services  quality.  FFS  measures,  reported  by  geographic  area, 
assist  in  development  of  strategies  to  improve  care  quality  through  targeted  interventions 
implemented  either  directly  by  CMS  or  through  State  Medicare  QIOs  and  other  partners. 
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The  performance  indicators  and  satisfaction  measures  disseminated  through  the  NMEP 
also  are  part  of  a  long-term  strategy  to  monitor  and  evaluate  the  use  of  specific  services 
provided  through  Medicare,  and  improve  consumer  satisfaction  regarding  the  services 
received.  The  CMS  conducts  research  on  the  use  and  understanding  of  these  measures  by 
beneficiaries  as  well  as  in  the  effectiveness  of  specific  initiatives  monitored  by  these 
measures  in  improving  service  quality.  Our  baselines  for  both  managed  care  and  FFS 
satisfaction  are  already  fairly  high.  Given  this  type  of  survey  for  a  large  group  of  people 
and  considering  the  unrelated  factors  that  could  influence  responses,  we  know  that  a 
target  of  100  percent  satisfaction  is  unrealistic.  Nonetheless,  our  targets  are  challenging 
and  are  set  for  a  5-year  period  in  order  for  the  percentage  increases  to  be  large  enough  to 
be  statistically  detected. 

Coordination:  The  development  and  implementation  of  Medicare  consumer  assessment 
measures  are  coordinated  by  CMS's  central  and  regional  offices.  Dissemination  of 
information  sets  based  on  these  measures  is  also  coordinated  through  an  array  of  Federal, 
State,  and  local  agencies,  and  advocacy  groups,  including  the  Social  Security 
Administration,  the  Administration  on  Aging,  American  Association  of  Retired  Persons, 
National  Association  of  Area  Agencies  on  Aging,  National  Caucus  and  Center  on  Black 
Aged,  National  Asian  Pacific  Center  on  Aging,  and  other  groups.  The  CMS  also 
coordinates  specific  quality  improvement  activities  and  information  dissemination 
through  the  QIOs  and  other  partners. 

Data  Source(s):  The  Medicare  CAFiPS  are  a  set  of  annual  surveys  of  beneficiaries 
enrolled  in  all  Medicare  managed  care  plans  and  in  the  original  Medicare  fee-for-service 
plan.  The  CAHPS  for  managed  care  was  fielded  with  a  sample  of  600  beneficiaries  in 
each  of  over  250  managed  care  plans  in  Fall  2000,  i.e.  FY  2001.  Data  collection  for 
managed  care  disenrollees  (beneficiaries  who  voluntarily  left  their  plans)  began  in 
Fall  2000  within  the  same  managed  care  plans.  This  survey  obtains  information  about 
the  experience  of  beneficiaries  in  their  former  health  plan.  Data  from  this  survey  are 
combined  with  the  information  collected  from  current  enrollees  to  obtain  a  more 
complete  picture  of  plan  performance. 

Data  collection  in  CAHPS-FFS  began  in  Fall  2000  (FY  2001)  with  samples  of  600 
beneficiaries  in  275  geographic  areas  nationally.  Information  comparable  to  that 
obtained  from  the  MMC-CAHPS  were  available  from  the  MFFS-CAHPS  in  FY  2001  and 
are  available  to  beneficiaries  and  others  on  the  Medicare  Health  Plan  Compare  web  site. 
The  Medicare  managed  care  and  the  Medicare  FFS  CAHPS  surveys  consist  of  between 
90-95  questions  and  have  undergone  extensive  cognitive  testing  with  Medicare 
beneficiaries.  The  information  collected  in  the  Medicare  CAHPS  is  comparable  to  other 
CAHPS  information  collected  in  surveys  of  persons  enrolled  in  commercial,  i.e.  non- 
Medicare  health  plans. 

Verification  and  Validation:  The  Medicare  CAHPS  are  administered  according  to  the 
standardized  protocols  as  delineated  in  the  CAHPS  2.0  Survey  and  Reporting  Kit 
developed  by  the  Agency  for  Healthcare  Research  and  Quality  (AHRQ).  This  protocol 
includes  two  mailings  of  the  survey  instruments  to  randomized  samples  of  Medicare 
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beneficiaries  in  health  plans  and  geographic  areas,  with  telephone  follow-up  of  non- 
respondents  with  valid  telephone  numbers.  CAHPS  data  are  carefully  edited  and  cleaned 
prior  to  the  creation  of  composite  measures  using  techniques  employed  comparably  in  all 
surveys.  Both  non-respondent  sample  weights  and  managed  care-FFS  comparability 
weights  are  employed  to  adjust  collected  data  for  differential  probabilities  of  sample 
selection,  under-coverage,  and  item  response.  More  detailed  plan-level  and  geographic- 
area  CAHPS  results  are  also  checked  for  consistency  with  the  experience  and  satisfaction 
data  collected  both  on  a  national  and  regional  basis  annually  in  the  Medicare  Current 
Beneficiary  Survey  (MCBS).  Although  MCBS  satisfaction  questions  do  not  match  those 
in  CAHPS  on  an  item-by-item  basis,  several  measures  are  similar  enough  to  be  used  for 
consistency  checking  especially  with  regards  to  national  trending  of  beneficiary 
experience. 
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Performance  Goal  MB3-02 

Process  Medicare+Choice  Organization  Elections  in 
Compliance  with  the  BBA  Beneficiary  Election  Provisions 

{Discontinued  after  FY  2002) 


Baseline:  Prior  to  CY  2002,  there  was  no  ability  to  track  elections  at  the  plan  benefit  package 
(PBP)  level  or  to  apply  the  lock-in  provisions  affecting  enrollments/disenrollments. 
FY  2002  Target:  Developmental.  Develop  a  target  that  measures  performance  in  processing 
enrol  Iments/disenrolhnents  in  compliance  with  the  beneficiary'  election  provisions  of  the  BBA. 
Performance:  Goal  not  met  and  discontinued  due  to  legislation.  


Baseline:  In  FY  1 998,  for  clean*  managed  care  plan  enrollment  transactions  received  in 
compliance  with  the  monthly  processing  schedule  (generally  the  first  Tuesday  or  Wednesday  of 
each  month),  the  system  updates  beneficiary  records  with  requested  enrollment  effective  dates 
by  the  First  of  the  following  month. 

FY  1999-2001:  For  98  percent  of  clean*  Medicare-Choice  organization  (M+CO)  enrollment 
transactions  received  in  compliance  with  the  monthly  processing  schedule  (generally  the  first 
Tuesday  or  Wednesday  of  each  month),  the  system  will  update  beneficiary  records  with 
enrollment  effective  dates  equal  to  the  effective  dates  on  the  transactions.  (See  chart  below) 

*clean  =  information  submitted  by  M+CO  is  correct 


Percentage  of  "Clean"  M+CO  Transactions  Enrolled  Timely 


100% 


8Cr-; 


1 

If  1 1 

|| 

|| 

FY  1999 

FY  2000 

□  Target  ■  Actual 

FY  2001 

Discussion:  For  FY  1 999  through  FY  2001 ,  this  performance  goal  measured  the 
timeliness  of  CMS  systems'  processing  of  Medicare  beneficiary  enrollment  transactions 
received  from  Medicare+Choice  organizations  (M+COs)  as  specified  by  the  Balanced 
Budget  Act  of  1997  (BBA). 

The  performance  goal  for  FY  2002  measured  the  processing  of  enrollment  and 
disenrollmcnt  transactions  received  from  M+COs  in  compliance  with  the  beneficiary 
election  previsions  of  the  BBA  effective  in  2002.  M+COs  contracted  with  CMS  to 
provide  medical  services  to  Medicare  beneficiaries.  In  providing  such  services,  M+COs 
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could  offer  multiple  plan  benefit  packages  (PBPs)  for  members  to  elect.  The  BBA 
requires  that  beneficiary  elections  be  tracked  at  the  PBP  level  and  also  specifies  time 
periods  when  beneficiaries  may  elect  to  enroll  or  disenroll  from  M+COs  or  to  change 
PBPs.  The  CMS  is  maintaining  PBP  information  for  all  members  of  M+COs  for  the  first 
time  in  2002. 

The  BBA  requires  that  if  a  beneficiary  wishes  to  make  an  election  during  an  open 
enrollment  period  (OEP),  he/she  must  do  so  in  the  first  6  months  of  CY  2002  or  the  first 
6  months  of  Medicare  eligibility  (for  new  Medicare  beneficiaries),  in  addition,  only  one 
election  may  be  made  during  this  timeframe.  This  election  period  is  reduced  in  calendar 
year  2003  to  3  months.  Elections  are  defined  as  enrollments  and  disenrollments  into  and 
out  of  a  M+CO  as  well  as  PBP  changes  within  an  M+CO.  These  requirements  are  known 
as  the  lock-in  provisions.  There  are  some  exceptions  to  these  provisions  related  to 
special  election  periods  (e.g.,  the  beneficiary  moves  out  of  the  M+CO's  service  area;  the 
M+CO  terminates). 

To  support  these  requirements,  M+COs  were  to  submit  new  data.  In  addition,  since  the 
lock-in  provisions  severely  limited  when  such  data  could  be  submitted,  it  could  only  be 
accepted  during  certain  times  of  the  year.  Currently,  M+COs  can  submit  enrollment/' 
disenrollment  data  at  any  time.  The  CMS  receives  and  edits  M+CO  transaction  data  for 
validity.  The  system  ensures  that  each  enrollee  is  a  Medicare  beneficiary  and  entitled  to 
make  an  election. 

The  passage  of  the  Bioterrorism  Preparedness  Act  of  2001  (enacted  June  2002)  has 
statutorily  delayed  the  implementation  of  lock-in  provisions  until  FY  2005.  As  a  result  of 
this  Act,  beneficiaries  are  allowed  to  continue  to  enroll  and  disenroll  on  a  monthly  basis. 
However,  CMS  will  require  the  reporting  of  the  PBP  Identifier  and  the  Application 
Signature  Date  on  enrollments,  and  on  the  new  PBP  election  transaction  code  7]  to 
process  PBP  elections.  M+COs  will  not  report  the  type  of  election  (i.e.  Annual  Election 
Period,  Open  Enrollment  Period).  Also,  CMS  will  not  implement  the  lock-in  provisions, 
so  election  limits  will  not  be  counted  or  applied  to  any  transaction.  Given  die  impact  of 
the  Act  on  this  activity,  this  goal  is  discontinued  at  this  time. 

Coordination:  The  CMS  will  coordinate  its  efforts  with  M+COs  and  beneficiaries.  The 
improvements  stated  above  are  directly  related  to  accurate  submittals  by  M+COs.  The 
CMS  will  reject  noncompliant  transactions  and  notify  M+COs  of  errors.  Beneficiaries 
will  be  informed  about  the  election  provisions  so  they  are  aware  of  the  revised 
timeframes.  In  addition,  as  changes  are  made  to  the  current  system  and/or  as  the  new 
system  modules  become  active,  user-impacted  changes  will  be  communicated  to  the 
M+COs  and  training  provided  as  necessary. 

Data  Source(s):  The  source  of  the  data  will  be  the  Group  Health  Plan  (GHP)  system, 
which  maintains  enrollment  and  disenrollment  information. 
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Verification  and  Validation:  The  GHP  system  will  be  equipped  with  edits  to  verify 
PBP  data  and  the  election  timeframes.  A  percentage  will  be  developed  based  on 
preliminary  data  received  during  the  last  quarter  of  FY  2002. 
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Performance  Goal  MB4-04 
Improve  Medicare's  Administration  of  the  Beneficiary  Appeals  Process 


Baseline:  Developmental.  Baseline  data  collection  tor  Medicare  +  Choice  Organizations 

(M+CO)  appeals  will  begin  in  FY  2002  and  continue  through  FY  2003.  

FY2004  Target:  Developmental. 

M+CO:  Begin  collection  of  Independent  Review  Entity  (IRE)  data. 

FFS:  Developmental  

FY  2003  Target:  Developmental. 

M+CO:  Enhance  data  collection  at  the  Independent  Review  Entity  (IRE)  level. 
FFS:  Developmental 

FY  2002  Target:  Developmental. 

M+CO:  Issue  OPL  with  reporting  instructions.  Performance:  Goal  Not  Met 
FFS:  Evaluate  CMS's  FFS  appeal  data  needs  and  capabilities.  Performance:  Goal  Met 
FY  2001  Target:  Publish  Operational  Policy  Letter  (OPL)  and  begin  collecting  baseline  data 
for  M+COs. 

Performance:  OPL  published  04/27/200 1 ,  collection  delayed.  

FY  2000  Target:  Implement  system  for  collection  of  M+CO  appeal  data. 
Performance:  Goal  not  met  due  to  added  burden  to  M+CO. 


Discussion:  The  appeals  process  is  a  critical  safeguard  available  to  all  Medicare 
beneficiaries,  allowing  them  to  challenge  denials  of  payment  or  service.  Under  fee-for- 
service  (FFS)  Medicare,  beneficiaries  have  the  right  to  appeal  a  denial  of  payment  by  a 
Medicare  fiscal  intermediary  (Fl)  or  carrier.  This  appeal  comes  after  the  service  has  been 
provided.  The  appeals  process  takes  on  added  significance  under  the  M+CO  programs 
because  these  appeals  may  also  involve  pre-service  denials  of  care,  thus  opening  the 
possibility  of  restricted  access  to  Medicare  services. 

M+CO  Data  Collection: 

Starting  in  FY  1999,  CMS  required  M+COs  to  collect  aggregate  level  appeals  data  in 
order  to  report  to  beneficiaries  upon  request.  The  CMS  captures  data  on  appeals  activities 
not  resolved  at  the  M+CO  level  and  that  have  proceeded  to  a  higher  level  of  review  by  an 
independent  CMS  contractor.  The  CMS  does  not  yet  capture  data  on  plans'  internal 
appeals  activity,  due  to  concerns  regarding  burdening  plans  with  increased  reporting 
requirements. 

Various  methods  of  data  collection  have  been  discussed  and  abandoned  in  light  of 
industry  concerns  that  these  methods  would  be  too  burdensome.  In  FY  2002,  CMS 
determined  that  the  need  to  collect  data  at  the  M+CO  level  required  reassessment.  In 
response  to  industry  concerns,  CMS  decided  to  enhance  the  data  collection  at  the 
Independent  Review  Entity  (IRE)  level.  In  late  FY  2002,  CMS  met  with  the  IRE  to 
discuss  further  enhancements  that  can  be  made  to  the  M+CO  data  it  already  receives. 

The  CMS  met  with  representatives  of  the  IRE  to  review  enhanced  data  elements  and 
finalize  a  report  on  CMS's  data  needs.  The  IRE  would  report  to  CMS  via  a  new  system 
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that  would  incorporate  both  the  FFS  and  M+CO  systems.  The  IRE  is  also  working  with 
CMS  to  determine  whether  additional  data  elements  are  needed  to  assist  them  in  their 
monitoring  of  M-t-CO. 

FFS  Data  Collection:  In  FY  200 1 ,  CMS  awarded  a  contract  to  analyze  FFS  data  from  FIs 
and  carriers.  These  evaluative  efforts  have  been  undertaken  to  determine  FFS  future  data 
needs.  The  contractor's  initial  findings  were  submitted  to  CMS  in  FY  2002.  Late  in 
FY  2002,  the  contractor  submitted  a  draft  business  case  analysis,  which  outlined  both 
user  and  system  requirements.  The  CMS  staff  reviewed  the  requirements  and  made 
comments,  that  were  incorporated  into  a  refined  document.  This  document  was  used  to 
provide  guidance  on  future  requirements.  The  CMS  is  now  weighing  the  benefits  of  a 
system  that  can  utilize  both  FFS  and  MCO  data. 

Combined  M+CO/FFS  Data  Collection 

In  FY  2002,  CMS  reassessed  its  data  needs  and  system./business  requirements  for  both 
FFS  and  M+CO.  The  same  contractor  that  analyzed  the  requirements  for  individual 
M+CO  and  FFS  systems  is  also  performing  a  Business  Case  Analysis  (BCA)  of  the 
benefits  of  a  combined  system.  The  contractor  has  met  with  representatives  of  both  the 
FFS  and  M+CO  teams  to  discuss  modifications  to  the  BCA. 

Coordination:  The  CMS  has  worked  closely  with  the  Center  for  Health  Dispute 
Resolution  (CHDR),  health  insurance  industry  representatives  from  the  American 
Association  of  Health  Plans,  Blue  Cross  Blue  Shield  Association,  the  Health  Insurance 
Association  of  America,  and  represent- ives  from  specific  managed  care  plans.  The 
CMS  has  also  sought  input  from  the  beneficiary  advocacy  community  (e.g.  the  American 
Association  of  Retired  Persons,  Consumer  Coalition  for  Quality  Health  Care,  National 
Senior  Citizens  Law  Center). 

Data  Source(s):  Aggregate  M+CO  appeals  data  will  be  reported  by  the  M+CO  to  the 
IRE.  The  IRE  will  maintain  data  in  its  system  and  provide  reports  to  CMS.  The  IRE 
ultimately  will  report  data  into  the  Medicare  Appeals  System  (MAS).  Aggregate  FFS 
data  are  entered  into  the  Contractor  Reporting  of  Operational  Workload  Data  (CROWD) 
system  by  FIs  and  carriers. 

Verification  and  Validation:  The  CMS  utilizes  an  Independent  Validation  and 
Verification  (IV&V)  contractor  to  evaluate  the  performance  of  the  contractor  providing 
deliverables. 
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Quality  of  Care: 

Quality  Improvement  Organizations 

Quality  Improvement 

FY  2001 

FY  2002 

FY  2003 

FY  2004 

Organizations 

Actual 

Actual 

Current 

Estimate 

Estimate 

Total  Budget  Authority 

$110.9  M 

$382.8  M 

$716.1  M 

$99.6  M 

Under  the  Quality  Improvement  Organization  (QIO)  program,  formerly  known  as  the 
Peer  Review  Organization  (PRO)  program,  CMS  contracts  with  53  independent 
physician  organizations  (one  in  each  State,  D.C.,  Puerto  Rico,  and  the  Virgin  Islands)  to 
ensure  that  medical  care  paid  for  under  the  Medicare  program  is  reasonable  and 
medically  necessary,  meets  professionally  recognized  standards  of  health  care,  and  is 
provided  in  the  most  economical  setting.  The  QIO  responsibilities  are  specifically 
defined  in  the  portion  of  the  contract  called  the  Scope  of  Work  (SOW).  Each  SOW  is 
three  years  in  duration  and  each  SOW  can  vary  the  activities  the  QIOs  perform.  Funding 
patterns  tend  to  vary  substantially  from  year  to  year.  The  QIO  program  is  funded  directly 
from  the  Medicare  trust  funds,  rather  than  through  the  annual  Congressional 
appropriations  process. 

Quality  improvement  in  nursing  homes  is  a  major  focus  of  the  QIOs  under  the  7th  SOW. 
In  fact,  there  was  a  nation-wide  rollout  of  QIO  nursing  home  activities  in 
November  2002.  There  is  also  an  iacreased  emphasis  for  the  QIOs  to  work  with  the 
stakeholders,  including  the  State  Survey  &  Certification  agencies  to  improve  care  in  the 
Nursing  Home  Quality  Initiative.  This  initiative,  which  is  an  important  step  in  CMS's 
comprehensive  quality  strategy,  is  a  multi-prong  effort  that  consists  of  (1)  CMS's 
continuing  regulatory  and  enforcement  initiatives  conducted  by  State  survey  agencies; 

(2)  new  and  better  consumer  information  on  the  quality  of  care  in  nursing  homes; 

(3)  community-based  quality  improvement  programs  offered  by  Quality  Improvement 
Organizations;  and  (4)  collaboration  and  partnership  to  leverage  knowledge  and 
resources.  The  QIOs  will  work  with  nursing  home  providers  to  improve  performance  on 
agreed  upon  measures  and  to  implement  quality  improvement  projects.  See  Survey  & 
Certification  Quality  of  Care  budget  section  of  our  Plan  for  more  information  about  the 
Nursing  Home  Quality  Initiative. 

The  following  goals  from  the  Survey  &  Certification  Quality  of  Care  budget  section  of 
our  Plan  are  related  to  this  budget  category  but  are  not  listed  in  the  report  below: 

•  Decrease  the  Prevalence  of  Restraints  in  Nursing  Homes  (QSC 1  -04) 

•  Decrease  the  Prevalence  of  Pressure  Ulcers  in  Nursing  Homes  (QSC2-04) 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Improve  heart  attack  survival  rates 

QIOl 

—  Lower  the  1-year  mortality  rate 
.  for  Medicare  beneficiaries 
following  hospital  admissions 
for  heart  attack 

FY  03: 
FY  02: 
FY  01: 
FY  00: 

Goal  discontinued 

27.4% 

27.4% 

27.4  % 

01-02:  Expect  data  6/04 
00-01 :  Expect  data  6/03 
99-00:  33.2%  ♦  (Goal  not  met) 
(NEW  DATA) 

See 
FY  03 
Revised 
final 

98-99:  32.3%* 
97-98:  3I.8%* 
96-97:  31. 1%* 
95-96:  31.2%**  (Baseline) 

(*  revised  from  3 14%) 

♦data  not  risk  adjusted 

Increase  annual  influenza  (flu)  and 

0IO2 

lifetime  pneumococcal 

vaccinations  (MCBS) 

1,3 

--  Flu 

FY  04: 

72.5% 

FY  04:  Expect  data  12/05 

FY  03: 

72.5% 

FY  03:  Expect  data  12/04 

FY  02: 

72% 

FY  02:  Expect  data  12/03 

FY  01: 

72% 

FY  01:  67.4%  (Goal  not  met) 

See 

(NEW  DATA) 

Revised 

FY  00: 

N/A 

FY  00:  70.4% 

final 

FY  99:  69.3%* 

FY  98:  68.5  %* 

FY  97:  67.1  %* 

FY  96:  65% 

FY  95:  61  % 

FY  94:  59%  (MCBS)  (Baseline) 

-  Pneumococcal 

FY  04: 

69% 

FY"  04:  Expect  data  12/05 

FY  03: 

67%  ♦ 

r  Y  03:  hxpect  data  t  z/U4 

FY  02: 

66% 

FY  02:  Expect  data  12/03 

FY  01: 

63% 

FY  01:  63.3%  (Goal  met) 

(NEW  DATA) 

FY  00: 

N/A 

FY  00:  62.7% 

FY  99:  61.7%* 

FY  98:  56.1  %* 

FY  97:  50.9%* 

FY  96:  44.1  % 

FY  95:  34.6% 

FY  94:  24.6  %  (MCBS) 

♦  Revised  Target 

(Baseline) 

*  includes  community  dwelling 

beneficiaries  only 

Increase  rate  of  annual  influenza 

FY  01: 

Switched  to  new  data 

(flu)  vaccination  (NHIS) 

source. 

(see  above) 

FY  00:  60% 

FY  00:  64%  (Goal  met)  :. 

FY  99: 

59% 

FY  99:  66%  (Goal  met) 

FY  98:  64% 

**  Shaded  area  indicates  goal  basrd  on 

FY  97:  63% 

previous  data  source. 

FY  95:  58% 

FY  94:  55%  (NH1S)  (Baselioe) 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Increase  biennial  mammography 
rates  (National  Claims  History  file) 

FY  04:  52%4 
FY  03:  51.5%* 

♦  Measure  based  on  2002  HEDIS® 

03-04:  Expect  data  8/05 
02-03:  Expect  data  8/04 
01-02:  Expect  data  8/03 
00-01-    5  1%  rRa«f>tinp1 

QI03 

1,3 

FY  03:  See  Above 
FY  02:  52%* 
FY  01:  51%* 

♦Measure  based  on  1999  HEDIS® 

01-02:  Expect  data  8/03 

00-01:  5 1.6%  (Goal  met) 

(NEW  DATA) 

99-00:  50.5% 

98-99:  49% 

97-98:  45%  (Baseline) 

See 

fy  oi 

Revised 
Final 

Increase  biennial  mammography 
rates  (NHIS) 

**  Shaded  area  indicates  goal  based  oo 
previous  data  source. 

FY  04:  Switched  to  new  data 
source  (see  above) 
FY  00:  60% 

FY  99:  59%; 

FY  01:  N/A 

FY  00:  68.1%  (Goal  met) 
(NEW  DATA) 
FY  99:  66.8s%  (Goal  met) 
FY  98:- 63.8% 

FY  94:  55%  (NfflS)  (Baseline) 

Improve  the  rate  of  biennial 
diabetic  eye  exams 

FY  04:  69.2% 
FY  03:  68.9% 
FY  02:  68.6  % 
FY  01:  68.3% 
(69.0%  recalculated) 

02-04: 

01-03:  Expect  data  Spring  '04 
00-02:  Expect  data  Spring  '03 
99-01:  68.9%  (Goat  met) 
(NEW  DATA) 
98-00:  68.1% 

(♦revised  from  68.5%) 

QI04 

1,5 

Protect  the  health  of  Medicare 
beneficiaries  by  optimizing  the 
timing  of  antibiotic  administration 
to  reduce  the  frequency  of  surgical 
site  infection 

FY  04:  54.8% 
FY  03:  49.8% 

FY  04: 
FY  03: 
FY  02: 

FY  01:  47.4%  (Baseline) 

QI05 

1,5 

See 

FY  01 

Revised 

Final 

Performance  Results  Discussion 


Improving  the  quality  of  care  for  Medicare  beneficiaries  is  one  of  our  primary  objectives. 
The  CMS's  GPRA  goals  reflect  quality  priorities  both  in  prevention  and  adhering  to 
quality  standards  and  support  the  Department's  strategic  plan  goals.  Several  of  the  QIOs' 
national  quality  priorities  are  reflected  in  our  performance  goals.  These  health  conditions 
represent  those  that  impact  a  large  number  of  our  beneficiaries  and  impose  a  significant 
burden  on  the  health  care  system.  For  example,  an  estimated  780,000  surgeries  are 
complicated  by  infection  each  year  resulting  in  longer  hospital  stays,  increased  morbidity, 
mortality,  and  health  care  costs.  Therefore,  our  new  goal  to  prevent  surgical  site 
infections  focuses  on  administering  antibiotics  in  a  timely  manner  before  a  surgical 
procedure. 
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Heart  Attack  Surv  ival  -  The  ambitious  goal  to  increase  the  1-year  survival  rate  among 
beneficiaries  who  suffer  a  heart  attack  illustrates  CMS's  partnerships  with  the  QIOs  to 
help  improve  the  quality  of  care  for  our  beneficiaries.  This  nationwide  effort  focuses  on 
implementing  known  successful  interventions  for  properly  treating  heart  attacks  and 
preventing  second  heart  attacks.  The  impact  of  these  improvements  may  be  especially 
dramatic  in  areas  where  providers  have  not  fully  introduced  these  lifesaving  measures. 

We  did  not  meet  our  FY  2000  goal  to  decrease  the  one-year  mortality  rate  to  27.4  percent 
among  Medicare  beneficiaries  following  hospital  admissions  for  heart  attack.  In  fact,  the 
one-year  mortality  rate  for  heart  attacks  that  occurred  between  August  1,  1999  and 
July  31,  2000  was  33.2  percent  (an  increase  over  the  rate  for  the  previous  year  of 
32.3  percent).  Based  on  this  data  and  other  recent  trends,  we  do  not  expect  to  meet  the 
FYs  2001  and  2002  targets. 

There  are  a  number  of  interventions  that  have  been  proven  to  be  successful  for  increasing 
heart  attack  survival  following  a  heart  attack,  and  we  have  made  use  of  these 
interventions  in  hospitals.  However,  recent  data  indicate  that  the  number  of  deaths 
occurring  within  one  year  following  hospitalization  for  heart  attack  is  not  decreasing. 
Many  complex  variables  might  have  made  significant  independent  contributions  to  the 
survival  rate.  We  will  continue  to  report  our  results  through  FY  2002  but  we  are 
discontinuing  this  goal  beginning  in  FY  2003.  The  CMS  will  continue  to  encourage  and 
monitor  research  in  this  area  to  determine  what  may  be  causing  these  disappointing 
trends. 

Adult  Immunizations  -  Our  performance  goals  on  adult  immunizations  (annual 
influenza  and  lifetime  pneumococcal)  are  examples  of  CMS's  promotion  of  preventive 
health.  Complications  arising  from  pneumococcal  disease  and  influenza  kill  more  than 
30,000  people  a  year  in  the  United  States  -  typically  resulting  in  more  deaths  per  year 
than  for  all  other  vaccine-preventable  diseases  combined.  For  all  persons  age  65  or  older, 
the  Advisory  Committee  on  Immunization  Practices  (ACIP)  and  other  leading  authorities 
recommend  lifetime  vaccination  for  pneumococcal  pneumonia  and  annual  vaccination  for 
influenza. 

In  recent  years,  there  have  been  flu  vaccine  shortages  and  distribution  delays,  which  have 
impacted  the  delivery  of  immunizations.  The  inability  to  quantify  the  impact  of  these 
shortages  to  date  reduces  the  confidence  we  have  in  achieving  our  targets  for  the  affected 
years,  and  for  reliably  setting  future  targets.  Also,  data  analyses  from  different  sources 
point  to  an  apparent  leveling  off  of  flu  vaccination  rates,  and  most  recent  data  for 
pneumococcal  vaccinations  indicate  that  these  rates  arc  slowing  down  as  well. 

In  FY  2001,  67.4  percent  of  all  Medicare  beneficiaries  age  65  years  and  older  reported 
receipt  of  an  annual  flu  vaccine,  and  63.3  percent  reported  receipt  of  a  pneumococcal 
vaccine  in  their  lifetime.  While  we  exceeded  our  target  to  achieve  a  63  percent  lifetime 
pneumococcal  vaccination  rate,  we  did  not  meet  our  target  to  achieve  an  annual  flu 
vaccination  rate  of  72  percent.  This  decrease  in  the  influenza  vaccine  rate  reflects  the 
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temporary  shortage  and  distribution  delays  that  affected  the  vaccine  distribution  in  2000 
and  200 1 ,  which  were  beyond  our  control. 

The  CMS  and  the  CDC  are  still  actively  addressing  the  unknown  impact  of  the  2000  and 
2001  flu  vaccine  shortages  and  delayed  delivery  on  our  adult  immunization  performance 
measures  and  are  closely  monitoring  recent  trends,  especially  given  the  growing  number 
of  challenges  we  face  in  achieving  this  goal.  Our  targets  for  FYs  2002  -  2004  have  been 
set  based  on  the  recent  trends.  In  light  of  recent  trends  for  pneumococcal,  we  are  revising 
our  FY  2003  target  to  a  more  realistic  target  of  achieving  a  67  percent  lifetime 
pneumococcal  vaccination  rate  in  Medicare  beneficiaries  age  65  years  and  older. 

The  CMS  will  continue  to  promote  the  receipt  of  annual  influenza  and  lifetime 
pneumococcal  vaccinations.  We  hope  that  the  recent  establishment  of  standing  orders  for 
flu  and  pneumococcal  vaccinations  in  nursing  homes,  hospitals,  and  home  health 
agencies  will  help  to  overcome  some  of  the  barriers  that  prevent  patients  from  being 
immunized. 

Mammography  -  The  CMS's  performance  goal  to  increase  the  percentage  of  women 
Medicare  beneficiaries  age  65  and  older  who  receive  a  mammogram  is  another 
illustration  of  our  Agency's  promotion  of  secondary  prevention  and  increasing  cancer 
survival  through  early  detection.  Performance  measurement  of  mammography  rates  has 
served  to  focus  resources  within  CMS  for  ongoing  monitoring  and  improved 
performance. 

Final  2000  NH1S  data  show  that  we  surpassed  our  FY  2000  target  of  60  percent  of 
women  age  65  and  older  to  receive  a  biennial  mammogram  by  reaching  68. 1  percent  (the 
FY  2000  target  was  measured  using  NHIS  data).  Wc  are  also  pleased  to  report  that  we 
have  surpassed  our  FY  2001  target  of  51  percent  of  women  age  65  years  and  older  to 
receive  a  mammogram  by  reaching  51.6  percent.  FY  2001  marks  the  first  year  CMS 
used  Medicare  claims  data  (National  Claims  History  File)  to  measure  this  goal. 

The  CMS's  FY  2001  and  FY  2002  mammography  targets  are  based  on  the  1999  Health 
Plan  Employer  Data  Information  Set  (HEDIS®)  measure  for  breast  cancer  screening. 
Recently,  the  National  Committee  for  Quality  Assurance  (NCQA)  revised  their  technical 
specifications  for  the  breast  cancer  screening  measure  and  reported  the  updated  definition 
in  the  HEDIS®  2002  Technical  Specifications.  The  revised  indicator  reflects  changes  in 
billing  codes  for  digital  mammograms,  conversion  of  film  to  digital  images,  and  for 
computer-aided  screening. 

The  CMS's  revised  mammography  indicator  is  a  more  restrictive  definition  than  is  the 
current  indicator.  Preanalysis  of  biennial  2000-01  mammography  data  with  this  "HEDIS® 
2002'1  mammography  measure  suggest  a  decrease  of  0.6  percent  of  eligible  female 
beneficiaries  age  65  years  or  older  with  mammography  services  paid  by  Medicare. 
Consequently,  future  targets  for  CMS's  mammography  goal  have  been  revised,  beginning 
with  FY  2003,  to  account  for  the  more  conservative  estimates  from  the  HEDIS®  2002 
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measure.  Additionally,  trends  indicate  diminished  gains  in  the  biennial  mammography 
rate  among  women  age  65  and  older  from  1 997-98  to  2000-01 . 

In  late  2001 -early  2002,  there  was  a  great  deal  of  controversy  in  the  press  regarding 
mammography,  along  with  press  releases  from  governmental  agencies  affirming  the 
recommendations  for  regular  mammography  screening.  For  example,  the  US  Preventive 
Services  Task  Force  (USPSTF)  and  the  National  Cancer  Institute  (NCI)  continue  to 
recommend  mammography  for  early  detection.  Additionally,  the  Department  of  Health 
and  Human  Services  issued  a  press  release  affirming  the  need  for  mammography 
screening.  Continued  outreach  and  education  may  be  especially  important  at  this  time  to 
ensure  that  women  with  Medicare  get  screening  mammograms  on  a  regular  basis.  The 
CMS  remains  committed  to  its  mammography  efforts. 

Diabetic  Eye  Exams  -  Diabetes  is  another  highly  prevalent  condition  in  the  Medicare 
population.  Many  complications  of  the  disease,  such  as  blindness,  can  be  prevented  or 
delayed  with  appropriate  monitoring  and  treatment.  The  CMS's  quality  goal  to  increase 
special  eye  exams  for  our  diabetic  beneficiaries  reflects  our  commitment  to  improve 
diabetes  care. 

We  surpassed  our  FY  2001  goal  to  increase  the  rate  of  biennial  diabetic  eye  exams  to 
68.3  percent  by  increasing  the  rate  to  68.9  percent.  Based  on  the  progress  we  have  seen 
thus  far,  we  anticipate  continued  success  with  this  goal. 

Surgical  Site  Infections  -  Optimizing  the  timing  of  antibiotic  administration  has  been 
demonstrated  to  decrease  the  incidence  of  surgical  site  infection.  The  addition  of  this  goal 
in  our  performance  plan  is  another  example  of  our  commitment  to  preventive  health  and 
increasing  healthy  outcomes  for  our  beneficiaries. 

The  Medicare  Surgical  Site  Infection  Prevention  Project  (SIP)  is  currently  being 
implemented  in  19  States  and  will  be  expanded  nationally  by  February  \,  2003.  While  the 
SIP  Project  focuses  on  the  five  highest  volume  surgeries,  CMS  will  only  be  targeting  the 
total  percentage  increase  in  frequency  from  all  the  cases  followed.  Baseline  data  from 
2001  demonstrated  that  antibiotics  were  only  administered  within  the  recommended 
timeframe  in  less  than  half  (47.4  percent)  the  cases.  With  national  expansion  and 
continued  QIO  commitment  our  targets  for  FY  2003  and  FY  2004  increase  to 
49.8  percent  and  54.8  percent  respectively,  significantly  reducing  the  number  of 
complications  our  beneficiaries  will  experience. 


VI-27 


1011 


QUALITY  IMPROVEMENT  ORGANIZATIONS 


Performance  Goal  QIO1-02 

Improve  Heart  Attack  Survival  Rates 
By  Decreasing  Mortality 
(Discontinued  after  FY  2002) 

1-Year  Mortality  Rate 
Following  Admission  for  Heart  Attack 

(Note:  Survival  Rate  =  1  -  Mortality  Rate) 


Baseline  96-97  97-98  98-99  FY  00  FY  01  FY  02 
95-96  ■  Actual  □  Target 

*Data  not  risk  adjusted 


The  1 995-96  national  baseline  1  -year  mortality  rate  among  Medicare  beneficiaries  hospitalized 
for  heart  attack  was  3 1 .2  percent  (corrected  from  previously-noted  3 1.4)  based  on  hospital 
admissions  for  heart  attack  August  1995-July  1996.  Rates  calculated  by  CMS  from  Medicare 
Part  A  hospital  claims  and  Medicare  enrollment  database. 

Discussion:  Improving  treatment  for  heart  attack  has  been  a  focus  of  CMS's  Health  Care 
Quality  Improvement  Program  (HCQIP)  since  its  inception  in  1992.  The  CMS  has  been 
working  to  improve  survival  (by  working  to  reduce  deaths)  from  heart  attack  by  assisting 
hospitals  to  improve  their  adherence  to  the  following  consensus-based  treatment 
guidelines: 

•  Aspirin  administered  early  in  the  hospital  course  (decreases  clotting  of  the  blood); 

•  Beta  Blocker  administered  early  in  the  hospital  course  (decreases  heart's  workload 
and  oxygen  need); 

•  Timely  initiation  of  therapy  to  try  to  open  blocked  arteries  in  the  heart  (reperfusion 
therapy); 

•  Smoking  cessation  counseling  during  hospitalization; 

•  Aspirin  prescribed  at  discharge; 

•  Beta  Blocker  prescribed  at  discharge;  and 

•  Angiotensin  Converting  Enzyme  (ACE)  Inhibitor  prescribed  at  discharge  (reduces 
blood  pressure)  if  the  heart's  pump  function  is  impaired. 

During  the  1995-96  baseline  period  (August  1995  to  July  1996)  approximately 
3 1 .2  percent  of  Medicare  beneficiaries  hospitalized  for  heart  attack  died  within  a  year. 
Since  many  patients  were  appropriate  candidates  for  all  or  some  of  the  treatments  listed 
above,  CMS  anticipated  that  patient  survival  following  a  heart  attack  could  be  improved 
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by  more  widespread  use  of  these  proven  therapies.  The  American  College  of  Cardiology 
and  the  American  Heart  Association  also  initiated  efforts  to  increase  the  use  of  these 
recommended  treatments,  all  of  which  are  included  in  their  published  guidelines. 

Target  rates  for  this  goal  were  derived  from  data  generated  in  a  four-State  pilot  quality 
improvement  effort  conducted  by  Quality  Improvement  Organizations  (QIOs)  during 
1 994  through  January  1 995  to  improve  statewide  rates  focused  on  heart  attack  treatment. 
One- year  mortality  following  heart  attack  was  reduced  by  about  one  percentage  point 
more  than  in  other  States.  Starting  in  1996,  CMS  expanded  these  efforts,  and  QIOs 
nationwide  began  to  phase  in  quality  improvement  activities  related  to  heart  attack 
treatment.  In  1999,  CMS  began  writing  performance-based  contracts  with  QIOs,  and  we 
will  be  evaluating  them  on  State-level  improvement  on  these  interventions. 

The  background  rate  of  improvement  in  survival  that  occurred  in  the  States  not  involved 
in  the  pilot  project  averaged  about  0.6  percentage  points  per  year.  If  this  trend  were  to 
continue,  the  expected  change  after  5  years  would  be  3.0  percentage  points.  Therefore, 
the  target  assumed  that  this  trend  would  continue;  though  this  was  somewhat  uncertain 
and  difficult  to  verify.  A  national  intervention  similar  to  the  pilot  project  would  be 
expected  to  improve  1  -year  mortality  after  heart  attack  by  about  1  percentage  point  once 
the  interventions  had  been  widely  adopted;  all  QIOs  initiated  these  efforts  by  late 
FY  2000.  Since  approximately  323,000  Medicare  beneficiaries  are  hospitalized  for  heart 
attacks  per  year  (data  from  August  1995  through  July  1996),  a  decrease  of  one    •  -entage 
point  would  translate  into  about  3,000  lives  saved. 

There  are  a  number  of  interventions  that  have  been  proven  to  be  successful  for  increasing 
heart  attack  survival  following  a  heart  attack,  and  we  have  made  use  of  these 
interventions  in  hospitals.  How  ever,  recent  data  indicate  that  the  number  of  deaths 
occurring  within  one  year  following  hospitalization  for  heart  attack  is  not  decreasing. 
Many  complex  variables  might  have  made  significant  independent  contributions  to  the 
survival  rate.  We  will  continue  to  report  our  results  through  FY  2002  but  we  are 
discontinuing  this  goal  beginning  in  FY  2003.  The  CMS  will  continue  to  encourage  and 
monitor  research  in  this  area  to  determine  what  maybe  causing  these  disappointing 
trends. 

Coordination:  The  CMS  has  worked  with  the  National  Heart,  Lung,  and  Blood  Institute, 
the  American  College  of  Cardiology,  the  American  Heart  Association,  the  American 
Medical  Association,  the  American  Hospital  Association,  and  multiple  other 
organizations  during  the  foundational  stages  of  these  efforts,  and  continues  its 
partnerships  with  a  number  of  these  organizations.  The  CMS  will  also  continue  its 
ongoing  collaboration  around  HCQIP  with  the  QIOs. 

Data  Source(s):  The  mortality  rates  are  calculated  from  Medicare  Part  A  hospital  claims 
and  the  Medicare  Enrollment  Database.  Since  mortality  data  for  the  year  following 
hospitalization  are  needed,  there  will  be  a  lag  in  reporting  results.  For  example,  in  order 
to  know  the  1  -year  mortality  rate  for  patients  hospitalized  in  August  2000  through  July 
2001,  deaths  occurring  during  August  2001  through  July  2002  would  need  to  be  assessed. 
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After  updating  the  enrollment  database,  linking  to  the  claims  data,  and  performing  the 
analysis,  results  would  be  expected  in  FY  2003.  Neither  the  actual  nor  target  rates  have 
been  adjusted  for  age  or  co  morbidity,  both  of  which  may  markedly  affect  the  mortality 
rate. 

Verification  and  Validation:  The  Medicare  eligibility  file  is  derived  from  Social 
Security  information,  which  is  used  as  a  basis  for  Social  Security  payments.  Death  data 
are  validated  against  the  National  Mortality  Index. 
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Performance  Goal  QIO2-04 

Protect  the  Health  of  Medicare  Beneficiaries  Age  65  Years  and  Older  by  Increasing 
the  Percentage  of  Those  Who  Receive  an  Annual  Vaccination  for  Influenza  and  a 
Lifetime  Vaccination  for  Pneumococcal 

Receipt  of  Influenza  Vaccination  Age  65  and 
Older  (MCBS) 


*data  available  for  community  dwelling  beneficiaries 
B  Target  ■  Actual 


Receipt  of  Lifetime  Pneumococcal  Vaccination  Age  65 
and  Older  (MCBS) 


0 Target  ■  Actual 

Discussion:  Complications  arising  from  pneumococcal  disease  and  influenza  kill  more 
than  30,000  people  a  year  in  the  United  States  ~  typically  resulting  in  more  deaths  per 
year  than  for  all  other  vaccine-preventable  diseases  combined.  For  all  persons  age  65  or 
older,  the  Advisory  Committee  on  Immunization  Practices  (ACIP)  and  other  leading 
authorities  recommend  lifetime  vaccination  for  pneumococcal  pneumonia  and  annual 
vaccination  for  influenza.  Consistent  with  the  Department's  strategic  plan  goals  and 
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through  the  collaborative  efforts  of  CMS,  the  Centers  for  Disease  Control  and  Prevention 
(CDC)  and  the  National  Coalition  for  Adult  Immunization  (NCAI),  we  are  working  to 
improve  adult  immunization  rates  in  the  Medicare  population. 

In  recent  years,  there  have  been  flu  vaccine  shortages  and  distribution  delays,  which  have 
impacted  the  delivery  of  immunizations.  The  inability  to  quantify  the  impact  of  these 
shortages  to  date  reduces  the  confidence  we  have  in  achieving  our  targets  for  the  affected 
years,  and  for  reliably  setting  future  targets.  Also,  data  analyses  from  different  sources 
point  to  an  apparent  leveling  off  of  flu  vaccination  rates,  and  most  recent  data  for 
pneumococcal  vaccinations  indicate  that  these  rates  are  slowing  down  as  well. 

Other  challenges  CMS  faces  in  achieving  our  adult  immunization  goal  include  the 
following: 

•  The  current  reimbursement  rate  for  vaccinations  is  considered  too  low  by  many 
providers,  who  are  increasingly  not  offering  this  service; 

•  One  of  the  largest  manufacturers  of  influenza  vaccines  has  recently  dropped  out 
of  the  market,  with  as  yet  unknown  impact  on  production  levels; 

•  Public  concern  about  the  general  safety  of  immunizations  has  recently  been  fueled 
by  reports  of  potential  side-effects  of  the  smallpox  vaccine,  with  unknown 
consequences  on  compliance  levels  in  our  target  population;  and 

•  Pneumococcal  vaccinations  are  still  not  universally  accepted  by  providers. 

The  most  effective  strategy  noted  in  current  literature  for  improving  patient  access  to 
adult  immunizations  is  the  implementation  of  standing  orders.  This  occurs  when  non- 
physician  personnel  vaccinate  according  to  a  protocol  without  direct  physician 
involvement  at  the  time  of  immunization.  To  support  this  evidence-based  intervention, 
CMS  and  the  CDC  have  been  working  together  to  develop  a  strategy  to  increase  the  use 
of  standing  orders  for  influenza  and  pneumococcal  vaccinations.  In  October  2002, 
standing  orders  were  established  for  influenza  and  pneumococcal  vaccinations  in  nursing 
homes,  hospitals,  and  home  health  agencies  that  serve  Medicare  and  Medicaid 
beneficiaries. 

The  CMS  and  the  CDC  are  also  still  actively  addressing  the  unknown  impact  of  the  2000 
and  2001  flu  vaccine  shortages  and  delayed  delivery  on  our  adult  immunization 
performance  measures  and  are  closely  monitoring  recent  trends,  especially  given  the 
growing  number  of  challenges  we  face  in  achieving  this  goal. 

Our  targets  for  FYs  2002  -  2004  have  been  set  based  on  the  recent  trends.  In  light  of 
recent  trends  for  pneumococcal,  we  are  revising  our  FY  2003  target  to  a  more  realistic 
target  of  achieving  a  67  percent  lifetime  pneumococcal  vaccination  rate  in  Medicare 
beneficiaries  age  65  years  and  older. 

Coordination:  The  CMS,  CDC  and  NCAI  have  formulated  a  long-term,  structured 
campaign  to  increase  the  rate  of  influenza  and  pneumococcal  vaccination  among  the 
Medicare  population.  One  aspect  of  the  campaign  promotes  the  benefits  of  an  annual 
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influenza  and  lifetime  pneumococcal  vaccination  directly  to  Medicare  beneficiaries.  This 
aspect  of  the  campaign  has  been  conducted  via  direct  mail  emphasizing  Medicare 
coverage  and  the  medical  benefits  of  vaccinations.  Another  aspect  of  the  campaign 
targets  health  care  providers  and  focuses  on  interventions  designed  to  minimize  missed 
opportunities  for  immunization  status  assessment  and  vaccination. 

Quality  Improvement  Organizations  (QIOs)  are  working  in  collaboration  with 
beneficiaries,  providers,  managed  care  plans,  community  groups  and  other  interested 
partners  to  design  and  implement  immunization  quality  improvement  projects.  These 
projects  are  conducted  in  hospitals,  long-term  care  facilities,  dialysis  facilities,  physician 
offices,  home  health  agencies  and  public  health  clinics.  They  combine  education  for 
healthcare  workers,  a  plan  for  identifying  high-risk  patients,  and  efforts  to  remove 
administrative  and  financial  barriers  that  prevent  patients  from  receiving  the  influenza 
and  pneumococcal  vaccines. 

Data  Source(s):  In  FY  2001,  the  Medicare  Current  Beneficiary  Survey  (MCBS)  was 
designated  as  the  primary  data  source  for  this  goal.  The  MCBS  is  an  ongoing  survey  of  a 
representative  national  sample  of  the  Medicare  population,  including  beneficiaries  who 
reside  in  long-term-care  facilities. 

The  National  Health  Interview  Survey  (NHIS),  an  annual  national  household  interview  of 
non-institutionalized  persons,  was  designated  as  the  primary  data  source  for  this  goal 
through  FY  2000.  Limitations  to  the  continued  use  of  the  NHIS  as  the  primary  data 
source  include:  (1)  time  lags  between  collecting  and  reporting  NHIS  data,  and 
(2)  exclusion  of  Medicare  beneficiaries  who  reside  in  long-term  care  facilities. 

The  NHIS  and  the  Behavioral  Risk  Factor  Surveillance  System  (BRFSS)  provide 
comparable  data  to  the  MCBS,  for  community-dwelling  persons  age  65  or  older,  and  will 
be  used  as  secondary  data  sources 

Medicare  claims  data  (National  Claims  History  file)  provide  another  supplementary 
source  of  data  but  are  likely  to  under-report  vaccinations  because  the  data  exclude 
Medicare  beneficiaries  enrolled  in  managed  care  plans  and  beneficiaries  who  receive 
vaccinations  outside  the  Medicare  payment  system  (e.g.,  free  clinics).  Nevertheless,  the 
information  does  provide  great  detail  relating  to  demography,  providers,  geography,  and 
vaccination  opportunities  missed. 

Verification  and  Validation:  The  MCBS  uses  Computer  Assisted  Personal  Interview 
(CAPI)  technology  to  perform  data  edits,  e.g.,  range  and  integrity  checks,  and  logical 
checks  during  the  interview.  After  the  interview,  consistency  of  responses  is  further 
examined  and  interviewer  comments  are  reviewed. 
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Performance  QIO3-04 


Improve  Early  Detection  of  Breast  Cancer  Among  Medicare  Beneficiaries  Age  65 
Years  and  Older  by  Increasing  the  Percentage  of  Women  Who  Receive  a 
Mammogram 


Receipt  of  Biennial  Mammogram  - 
Women  Age  65  and  Older  (NHIS) 


□  Target 


Receipt  of  Biennial  Mammogram  -  Women  Age 
65  and  Older  (Medicare  Claims) 
(Based  on  HEDIS®  1999  Specifications) 


49.0%  50-5%      51%  52 /o 

■  1 1  a  i 


1994  Baseline 


00-01  01-02 


GPRA  Target  =  last  year  of  Interval 
B  Target    ■  Actual 


Receipt  of  Biennial  Mammogram  -  Women  Age 
65  and  Older  (Medicare  Claims)  (Revised  - 
Based  on  HEDIS®  2002  Specifications) 


!51.0% 
I 


GPRA  Target  =  last  year  of  interval 
B  Target   B  Actual 


Discussion:  CMS's  National  Medicare  Mammography  Campaign  is  directed  at 
improving  women  beneficiaries'  knowledge  of  breast  cancer  screening  and  awareness  of 
Medicare's  annual  screening  mammography  benefit.  Health  care  providers  are  also 
targeted  to  improve  their  recommendation  of  breast  cancer  screening. 


In  support  of  the  Mammography  Campaign,  CMS's  goal  is  to  increase  the  percentage  of 
Medicare  women  age  65  and  over  who  receive  a  mammogram  every  two  years.  By 
taking  advantage  of  the  lifesaving  potential  of  mammography,  we  hope  to  ultimately 
decrease  mortality  from  breast  cancer  in  the  Medicare  population.  Women  over  65  face  a 
greater  risk  of  developing  breast  cancer  than  younger  women,  and  a  disproportionate 
number  of  breast  cancer  deaths  occur  among  older  African-American  women. 
Encouraging  breast  cancer  screening,  including  regular  mammograms,  is  critical  to 
reducing  breast  cancer  deaths  for  these  populations.  The  enactment  of  the  Balanced 
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Budget  Act  of  1 997  expanded  Medicare  coverage  to  include  annual  screening 
mammograms  for  all  Medicare  eligible  women  effective  January  1,  1998  and  eliminated 
the  part  B  deductible.  Effective  April  1,  2001,  enactment  of  the  Medicare,  Medicaid,  and 
SCHIP  Benefits  Improvement  and  Protection  Act  of  2000  expanded  Medicare  coverage 
to  include  digital  mammograms. 

The  CMS's  FY  200 1  and  FY  2002  mammography  targets  are  based  on  the  1 999  Health 
Plan  Employer  Data  Information  Set  (HEDIS®)  measure  for  breast  cancer  screening. 
Recently,  the  National  Committee  for  Quality  Assurance  (NCQA)  revised  their  technical 
specifications  for  the  breast  cancer  screening  measure  and  reported  the  updated  definition 
in  the  HEDIS®  2002  Technical  Specifications.  Based  on  these  recent  revisions,  we  have 
modified  our  baseline  and  future  targets,  beginning  with  FY  2003,  to  attain  consistency 
with  the  2002  HEDIS®  measure  and  to  reflect  changes  in  billing  codes  for  digital 
mammograms,  conversion  of  film  to  digital  images,  and  for  computer-aided  screening. 

The  CMS's  revised  mammography  indicator  is  a  more  restrictive  definition  than  is  the 
current  indicator.  Analysis  of  the  HEDIS®  2002  measure  yields  a  mammography  rate 
that  is  0.6  percent  lower  for  FY  2001  than  is  attained  using  our  previous  HEDIS®  1999 
measure  of  eligible  female  beneficiaries  age  65  years  or  older  with  mammography 
services  paid  by  Medicare.  Consequently,  future  targets  for  CMS's  mammography  goal 
have  been  revised,  beginning  with  FY  2003,  to  account  for  the  more  conservative 
estimates  from  the  HEDIS®  2002  measure.  Additionally,  trends  indicate  diminished 
gains  in  the  biennial  mammography  rate  among  women  age  65  and  older  from  1997-98  to 
2000-01. 

Coordination:  The  CMS  has  undertaken  a  National  Medicare  Mammography  Campaign 
to  increase  awareness  of  the  importance  of  regularly  scheduled  mammograms  and  the 
annual  Medicare  mammography  benefit  among  Medicare  women.  This  campaign  relies 
on  a  variety  of  partnerships  to  reach  both  beneficiaries  and  providers  with  these  important 
messages. 

CMS's  Mammography  Campaign  involves  a  number  of  components  within  the  Agency, 
including  the  Center  for  Beneficiary  Choices,  the  Center  for  Medicare  Management  and 
the  Office  of  Clinical  Standards  and  Quality,  as  well  as  CMS's  contractors,  the  QIOs.  In 
addition,  the  Campaign  partners  with  a  number  of  sister  agencies  with  the  Department  of 
Health  and  Human  Services  including  the  National  Cancer  Institute  (NCI),  the  Centers 
for  Disease  Control  and  Prevention,  and  the  Public  Health  Service  (PHS)  Office  of 
Women's  Health.  Researchers,  physicians,  and  nurses  are  also  consulted  on  a  number  of 
the  mammography  campaign  activities. 

The  CMS's  Quality  Improvement  Organizations  (QIOs)  are  charged  with  monitoring  and 
improving  quality  of  care  for  Medicare  beneficiaries.  The  QIOs  are  directed  to  improve 
mammography  rates  among  female  Medicare  beneficiaries  (in  their  respective  States). 
The  QIOs'  contract  performance  will  be  evaluated,  in  part,  on  measured  improvements  in 
their  statewide  mammography  rates.  Among  many  of  the  mammography  campaign 
activities,  CMS  and  the  QIOs  have  worked  with  Wal-Mart  Stores,  Inc.  to  distribute 
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mammography  educational  materials  to  their  pharmacy  customers  across  the  country. 
These  educational  materials  -  which  include  a  Medicare  message  -  are  produced  by  CMS 
in  partnership  with  the  National  Cancer  Institute 

Data  Source(s):  The  National  Claims  History  (NCH)  file  is  the  data  source  used  to  track 
the  mammography  goal.  The  percentage  of  women  age  65  and  older  with  paid  Medicare 
claims  for  mammography  services  during  a  biennial  period  will  be  calculated.  The 
denominator  consists  of  women  who  are  enrolled  in  both  Part  A  and  B  on  a  fee-for- 
service  basis.  Medicare  beneficiaries  who  are  enrolled  in  an  HMO  for  more  than  a  month 
in  either  year  of  the  biennial  period  will  not  be  included  in  the  rate  calculation.  The 
baseline  of  45  percent  for  1997-98  includes  mammography  services  paid  for  by  Medicare 
for  women  ages  65  and  older  that  were  not  enrolled  in  managed  care. 

Secondary  data  sources  include  the  Medicare  Current  Beneficiary  Survey  (MCBS),  the 
National  Health  Interview  Survey  (NHIS)  and  the  Behavioral  Risk  Factor  Surveillance 
System  (BRFSS).  The  NHIS  served  as  the  primary  data  source  for  CMS's 
mammography  goal  through  FY  2000. 

The  CMS  will  continue  to  monitor  recommendations  by  leading  authorities  such  as  the 
U.S.  Preventive  Service  Task  Force  regarding  the  frequency  of  mammography  and 
targeted  age  groups.  As  new  developments  dictate,  CMS's  staff  will  consider 
modifications  to  this  goal  to  ensure  consistency  with  evidence-based  recommendations 
for  mammography. 

Verification  and  Validation:  The  NCH  is  a  100  percent  sample  of  Medicare  claims. 
Claims  submitted  by  providers  to  Medicare  are  checked  for  completeness  and 
consistency.  Duplicates  are  eliminated  to  ensure  that  women  who  have  more  than  one 
mammogram  within  the  two-year  period  do  not  contribute  to  over  counting. 
Mammography  utilization  rates  for  age  groups,  race  and  counties  are  calculated  and 
compared  to  previous  years'  data  to  check  for  any  unusual  changes  in  data  values. 

The  CMS  will  use  these  alternate  data  sources  to  verify  and  validate  the  reported  trends 
that  are  based  on  the  NCH.  The  self-repc^ed  rates  of  mammography  screening  have 
historically  been  higher  when  based  on  these  survey  sources.  Therefore,  we  cannot 
directly  compare  the  rates  from  the  secondary  data  sources  with  the  reported  rate  based 
on  claims  data,  but  will  compare  year-to-year  changes  observed  in  each  data  source,  to 
determine  if  equivalent  rates  of  improvement  are  seen. 
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Performance  Goal  QIO4-04 

Improve  the  Care  of  Diabetic  Beneficiaries  by  Increasing  the  Rate  of  Diabetic  Eye 

Exams 


Biennial  Eye  Exam  Rate 
Medicare  Patients  Age  18-75 


FY  2001"  FY  2002  FY  2003  FY  2004 
□  Target  ■  Actual 


*  Baseline  Revised  from  68.5% 

**  FY  2001  target  recalculated  from  69.0% 

Discussion:  Diabetes  is  a  major  public  health  problem  and  is  becoming  more  prevalent 
in  all  age  groups.  The  increasing  prevalence  is  attributed  both  to  higher  detection  and  to 
poorer  health  habits  (increased  rates  of  obesity  being  the  primary  culprit).  According  to 
the  Centers  for  Disease  Control  and  Prevention  (CDC),  prevalence  of  diagnosed  diabetes 
increased  in  all  age  groups  between  1980  and  1999,  with  people  ages  65-74  years  having 
the  highest  prevalence  rate  (14.5 1  per  100  population).  The  rate  was  13  times  higher  than 
people  less  than  45  years  of  age  (1.10  per  100  population).  Among  U.S.  adults, 
diagnosed  diabetes  increased  40  percent  from  1990  to  2000. 


The  National  Eye  Institute  reports  that  diabetes  affects  approximately  14  million 
Americans,  and  about  40  percent  of  all  people  with  diabetes  have  at  least  mild  signs  of 
diabetic  retinopathy,  the  most  common  ocular  complication  of  diabetes.  Diabetic 
retinopathy  is  the  leading  cause  of  blindness  in  adults  25-74  years  of  age.  People  with 
diabetes  are  at  a  significantly  higher  risk  of  blindness  than  the  general  population.  Up  to 
21  percent  of  newly  diagnosed  patients  with  Type  2  diabetes  have  retinopathy,  and  many 
develop  some  retinopathy  over  time.  Screening  and  care  can  prevent  up  to  90  percent  of 
diabetes-related  blindness. 


Coordination:  The  CMS  has  worked  with  the  American  Diabetes  Association,  the  CDC, 
the  Department  of  Veterans  Affairs,  the  National  Committee  for  Quality  Assurance 
(NCQA)  and  many  others  in  the  development  of  this  goal.  The  CMS  has  directed  the 
Quality  Improvement  Organizations  (QIOs)  to  improve  the  diabetic  eye  exam  rate  among 
Medicare  beneficiaries  in  their  respective  States. 
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The  CMS  has  joined  forces  with  the  American  Academy  of  Ophthalmology  and  the 
American  Optometric  Association  to  launch  a  national  eye  care  campaign,  which 
includes  mailings  to  beneficiaries,  a  national  outreach  campaign  with  television  star 
Bill  Cosby  as  the  spokesperson,  and  articles  in  popular  and  professional  sources.  Local 
QIOs  have  also  contributed  to  the  national  campaign. 

Data  Source(s):  The  National  Claims  History  (NCH)  file  will  be  the  primary  data 
source.  The  percentage  of  diabetics  ages  18-75  with  paid  Medicare  claims  for  a  retinal 
exam  during  a  biennial  period  will  be  calculated.  An  age  range  1 8-75  was  selected  in 
order  to  be  consistent  with  the  Health  Plan  Employer  Data  Information  Set  (HEDIS®) 
comprehensive  diabetes  measure  used  widely  in  managed  care.  The  denominator 
consists  of  diabetics  who  are  enrolled  in  both  Part  A  and  B  on  a  fee-for-service  basis. 
Medicare  beneficiaries  who  are  enrolled  in  a  health  maintenance  organization  (HMO)  for 
more  than  a  month  in  either  year  of  the  biennial  period  will  not  be  included  in  the 
calculation  of  the  rate. 

The  biennial  baseline  is  based  on  Medicare  claims  data  for  2  million  diabetic 
beneficiaries.  The  measurement  period  varied  depending  on  an  individual  State's  QIO 
contract  cycle.  Each  State  fell  into  one  of  three  measurement  periods.  The  first  period 
covered  calendar  years:  1997  and  1998;  second:  April  1,  1997  -  March  31,  1999;  third: 
July  1 ,  1 997  -  June  30,  1999.  Future  biennial  rates  will  be  calculated  in  a  similar 
manner.  A  programming  error  required  a  revision  of  the  1997-99  baseline  from 
68.5  percent  to  67.8  percent. 

Secondary  data  sources  include  the  NCQA  HEDIS®  data  set  and  the  NHIS.  The  NCQA 
HEDIS®  data  set  is  an  annual  survey  of  individual  managed  care  plans.  All 
Medicare+Choice  plans  are  required  to  collect  and  report  the  rate  of  eye  exams  for  their 
Medicare  members  who  have  diabetes.  The  NHIS  is  an  annual  national  household 
interview  of  community-dwelling  persons.  The  CMS  will  use  these  alternate  data 
sources  to  verify  and  validate  trends. 

Verification  and  Validation:  The  NCH  is  a  100  percent  sample  of  Medicare  claims 
submitted  by  providers  to  Medicare  and  is  checked  for  completeness  and  consistency. 
Utilization  rates  for  age  groups,  race  and  gender  are  calculated  and  compared  to  previous 
years'  data  to  check  for  any  unusual  changes  in  data  values. 

Medicare+Choice  plans'  HEDIS®  data  must  be  audited  each  year  by  an  independent 
contract.  These  contractors  implement  a  standard  audit  protocol  that  has  been  developed 
and  tested  by  the  NCQA,  in  conjunction  with  CMS.  The  NHIS  is  a  validated  survey 
which  uses  electronic  data  range  checks  and  internal  consistency  checks. 
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Performance  Goal  QIO5-04 

Protect  the  Health  of  Medicare  Beneficiaries  by  Optimizing  the  Timing  of  Antibiotic 
Administration  to  Reduce  the  Frequency  of  Surgical  Site  Infection 

Percentage  of  Patients  Who  Recieved  Preventive 
Antibiotics  within  the  Recommended  Timeframe 

54.8% 

55% 
45% 
35% 
25% 

Baseline  01      FY  02         FY  03         FY  04 
0  Target     ■  Actual 

Discussion:  Postoperative  surgical  site  infection  (SSI)  is  a  major  cause  of  patient 
morbidity,  mortality,  and  health  care  cost.  SSI  complicates  an  estimated  780,000  of 
nearly  30  million  operations  in  the  United  States  each  year.  For  certain  types  of 
operation,  rates  of  infection  are  reported  as  high  as  20  percent.  Each  infection  is 
estimated  to  increase  hospital  stay  by  an  average  of  7  days  and  add  an  average  of  over 
$3,000  in  hospital  costs  (1992  data).  The  incidence  of  infection  increases  intensive  care 
unit  admission  by  60  percent,  the  risk  of  hospital  readmission  five-fold,  and  doubles  the 
risk  of  death.  Administration  of  appropriate  preventive  antibiotics  just  prior  to  surgery  is 
effective  in  preventing  infection. 

The  goal  of  administering  the  antibiotic  before  surgery  is  to  establish  an  effective  level  of 
the  antibiotic  in  the  body  to  prevent  the  establishment  of  infection  during  the  time  that  the 
surgical  incision  is  open.  Studies  performed  in  the  1960's  and  1970's  demonstrated  that 
a  common  reason  why  the  prevention  failed  was  because  the  antibiotics  were 
administered  too  far  ahead  of  surgery  (resulting  in  diminished  antibiotic  levels  towards 
the  end  of  surgery)  or  after  the  operation  began  (resulting  in  an  absence  of  antibiotics 
towards  the  beginning  of  surgery).  In  a  study  of  2,847  surgery  patients  at  The  Latter  Day 
Saints  (LDS)  Hospital  in  Salt  Lake  City,  Classen,  et  al.  found  that  the  lowest  incidence  of 
post-operative  infection  was  associated  with  antibiotic  administration  within  one  hour 
prior  to  surgery.  The  risk  of  infection  increased  progressively  with  greater  time  intervals 
between  administration  and  skin  incision.  This  relationship  was  observed  whether 
antibiotics  preceded  or  followed  skin  incision. 

Opportunities  to  improve  postoperative  care  have  been  demonstrated.  The  actual  systems 
within  hospitals  are  often  the  cause  of  improper  antibiotic  timing.  For  example,  at  LDS 
Hospital,  administration  of  the  first  antibiotic  dose  "on  call"  to  the  operating  room  was 
frequently  associated  with  the  antibiotic  being  administered  too  early.  Restructuring  the 
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system  resulted  in  an  increase  in  appropriate  timing  from  40  percent  of  cases  in  1 985  to 
99  percent  of  cases  in  1998. 

The  Centers  for  Medicare  &  Medicaid  Services  (CMS)  has  been  developing  the  national 
Medicare  Surgical  Infection  Prevention  (SIP)  Project, 

www. surgicalinfectionprevention.org ,  since  1999.  The  SIP  Project  measures  the 
frequency  of  antibiotic  administration  within  the  hour  prior  to  five  common  types  of 
major  surgery  where  infection  is  the  most  likely  to  occur  (see  below).  The  chart  below 
shows  the  number  of  cases  where  antibiotics  were  administered  within  the  hour  prior  to 
surgery  compared  to  the  number  of  cases  followed  (i.e.  numerator/denominator).  The 
data  from  FY  01  will  be  the  baseline  from  which  future  years  will  be  measured.  While 
the  data  being  collected  have  specific  targets  for  the  individual  surgeries,  CMS  will  only 
be  reporting  on  the  percentage  of  proper  administration  for  the  total  of  all  five  types  of 
surgery. 


Percentage  of  Patients  who  Recieve 
Preventive  Antibiotics  within  the 
Recommended  Timeframe 


52.1% 


53.8% 


Type  of  Surgery 

#  Patients 

receiving 

antibiotics  within 

timeframe/  #  of 

surgeries 

(baseline  FY  01) 

Cardiac 

1556/3486 

Vascular 

561/1440 

Hip/knee 

3649/7000 

Colon 

944/2378 

Hysterectomy 

651/1211 

Total 

7361/15515 

Coordination:  The  Centers  for  Disease  Control  and  Prevention  (CDC)  has  been  a  major 
partner  in  this  project.  The  project  will  be  implemented  by  the  Medicare  quality 
improvement  organizations  (QIOs)  during  the  seventh  contract  cycle,  which  began  for 
19  States  on  August  1,  2002.  The  project  will  be  implemented  in  all  States  by 
February  1,  2003. 

The  CMS  and  CDC  have  formed  partnerships  with  13  outside  organizations  to  support 
the  project.  These  include  the  American  Academy  of  Orthopedic  Surgeons,  the 
American  College  of  Surgeons,  the  American  Geriatrics  Society,  the  American  Hospital 
Association,  the  American  Society  of  Anesthesiologists,  the  American  Society  of  Health 
Systems  Pharmacists,  the  Association  of  Perioperative  Registered  Nurses,  the 
Association  for  Professionals  in  Infection  Control  and  Epidemiology,  the  Infectious 
Diseases  Society  of  America,  the  Joint  Commission  on  Accreditation  of  Healthcare 
Organizations,  the  Society  for  Healthcare  Epidemiology,  the  Surgical  Infections  Society, 
the  Voluntary  Hospital  Association,  the  Society  of  Thoracic  Surgeons,  and  Premier,  Inc. 
The  Oklahoma  Foundation  for  Medical  Quality  was  contracted  as  the  support  QIO  for  the 
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project.  A  SIP  collaborative  that  applies  the  quality  improvement  methods  of  the 
Institute  for  Healthcare  Improvement  is  in  progress  in  all  50  States. 

Data  Source:  Baseline  State-level  performance  rates  are  calculated  using  data  abstracted 
from  up  to  870  medical  records  sampled  randomly  in  each  State.  Ongoing  surveillance 
sampling  will  take  place  through  the  entire  QIO  contract  period.  Data  are  collected  by 
two  clinical  data  abstraction  centers  that  have  been  under  contract  with  CMS  for  7  years. 
An  abstraction  tool  designed  specifically  for  that  purpose  will  support  data  collection  by 
hospitals. 

Verification  and  Validation:  The  accuracy  and  reliability  of  data  from  the  abstraction 
centers  are  monitored  constantly  through  reabstraction  of  a  sample  of  medical  records.  If 
the  data  collected  by  hospitals  are  used  by  CMS,  the  data  will  then  be  validated  by  each 
State's  QIO  and/or  the  clinical  data  abstraction  centers. 
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Quality  of  Care: 
Survey  and  Certification 


Survey  and 

Certification 

Program 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Total  Budget 
Authority 

$242.1  M 

S253.1M 

$247.6  M 

$247.6  M 

The  State  Survey  and  Certification  program  ensures  that  institutions  providing  health  care 
services  to  Medicare  and  Medicaid  beneficiaries  meet  Federal  health,  safety,  and  quality 
standards.  Institutions  covered  include  hospitals,  nursing  homes,  home  health  agencies 
(HHAs),  end-stage  renal  disease  (ESRD)  facilities,  hospices,  and  other  facilities  serving 
Medicare  and  Medicaid  beneficiaries.  The  CMS's  investment  in  quality  oversight 
includes  initial  inspections  of  providers  who  request  participation  in  the  Medicare 
program,  annual  recertification  inspections,  and  visits  in  response  to  complaints.  The 
survey  and  certification  budget  includes  funds  to  strengthen  and  continue  activities 
focused  on  ensuring  that  our  beneficiaries  in  nursing  homes  receive  quality  care  in  a  safe 
environment.  As  part  of  CMS's  Nursing  Home  Oversight  Improvement  Program, 
surveyors  have  been  instructed  to  pay  particular  attention  to  nursing  homes'  use  of 
physical  restraints  and  to  their  ability  to  prevent  and  treat  pressure  ulcers.  In  addition, 
CMS's  public  reporting  initiatives  have  provided  new  information  to  consumers  about 
these  measures.  For  example,  the  Nursing  Home  Compare  website 
(www.medicare.gov/nhcompare/home.asp)  gives  consumers  access  to  this  information  on 
the  Internet. 


Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Decrease  the  Prevalence  of 

FY  04:  10% 

FY  04: 

QSC1 

Restraints  in  Nursing  Homes 

FY  03:  10% 

FY  03:  Final  Data  expected  3/04 

FY  02:  10% 

FY  02:  Final  Data  expected  3/03 

FY  01:  10% 

FY  01:  10.0%  (Goal  met) 

3,5 

(NEW  DATA) 

FY  00:  10% 

FY  00:  10.0%  (Goal  met) 

FY  99:  14% 

FY  99:  11.9%  (Goal  met) 

FY  96:  17.2%  (Baseline) 

Decrease  the  Prevalence  of 
Pressure  Ulcers  in  Nursing 
Homes 

FY  04:  9.5% 
FY  03:  9.5% 
FY  02:  9.5% 
FY  01:  9.6% 

FY  00:  Establish 
baseline/targets 

FY  04: 

FY  03:  Final  Data  expected  3/04 
FY  02:  Final  Data  expected  3/03 
FY  01:  10.5%  (Goal  not  met) 

(NEW  DATA) 
FY  00:  9.8%  (Goal  met) 
(Baseline) 

QSC2 

3,5 
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Improve  the  Management  of 
the  Survey  and  Certification 
Budget  Development  and 
Execution  Process 

—  Use  price  based 
methodology  to  allocate 

QSC3 

See 

FY  04:  Allocate  FY  2004 
budget  increase,  at  a 

FY  04: 

FY  03 

Revised 

Final 

survey  and  certification 
appropriation 

minimum,  to  those  States 
within  the  15%  threshold  for 
unit  survey  hours  for  LTC 
and/or  NLTC  surveys 
FY  03:  Allocate  FY  2003 

FY  03: 

budget  increase,  at  a 
minimum,  to  those  States 
within  the  15%  threshold  for 
unit  survey  hours  for  LTC 
and/or  NLTC  surveys 
FY  02:  Allocate  FY  2002 
budget  increase,  at  a 
minimum,  to  those  States 
within  the  15%  threshold  for 
unit  survey  hours  for  LTC 

FY  02:  (Goal  met) 

surveys 

FY  01:  Allocate  FY  2001 
budget  increases  to  those 
States  within  the  15% 
threshold  for  unit  survey  hours 

FY  01:  (Goal  met) 

—  Use  performance 
measures  and  baselines  to 
measure  quality  of  survey 
work  performed 

FY  04:  Assure  FY  03 
standards  are  met  and  identify 
appropriate  corrective  action 
plans 

FY  03:  Assure  FY  02 
standards  are  met  and  identify 
appropriate  corrective  action 
plans 

FY  02:  Evaluate  FY  01 

performance  results 

FY  01:  Develop  measures 

FY  04: 
FY  03: 

FY  02:  (Goal  met) 

FY  01:  Measures  developed 
(Goal  met) 

Performance  Results  Discussion 


The  core  of  the  nursing  home  survey  process  is  a  4-5  day  onsite  visit  that  checks  to  see 
that  a  nursing  home  is  meeting  Federal  health  and  safety  requirements.  The  standard 
survey  takes  a  "snapshot"  of  beneficiary  care.  They  are  unannounced  and,  by  legislation, 
must  take  place  based  on  a  statewide  average  of  once  every  12-15  months.  Also,  States 
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must  conduct  complaint  surveys  within  proscribed  time  frames  any  time  a  serious 
problem  is  alleged. 

The  CMS  monitors  specific  data  reported  by  nursing  homes  such  as  the  Minimum  Data 
Set  (MDS)  and  the  administrative  data  from  the  Online  Survey  Certification  and 
Reporting  System  (OSCAR)  and  uses  these  aggregate  data  sets  to  provide  a 
comprehensive  view  of  the  individual  receiving  care  in  the  nursing  home.  State  Survey 
and  Certification  Agencies  focus  on  quality  of  care  furnished  to  residents  as  measured  by 
indicators  of  medical,  nursing  and  rehabilitative  care,  dietary  and  nutrition  services, 
activities  and  social  participation,  sanitation,  infection  control,  and  the  physical 
environment.  Our  performance  goals  to  improve  the  rates  of  physical  restraints  and 
pressure  ulcers  in  nursing  homes  represent  the  Agency's  commitment  to  protect  its 
beneficiaries. 

We  know  that  targeted  quality  improvement  initiatives  improve  the  quality  of  care  and 
Medicare  Quality  Improvement  Organizations  (QIOs)  are  leaders  in  these  efforts. 
Quality  improvement  in  nursing  homes  is  a  major  focus  of  the  QIOs  under  the  7th  Scope 
of  Work  (SOW).  In  fact,  the  QIOs  will  be  supporting  CMS's  efforts  to  publicly  report 
the  quality  of  care  in  nursing  homes.  The  Nursing  Home  Quality  Initiative  is  a  multi- 
pronged  effort  that  consists  of  1)  CMS's  continuing  regulatory  and  enforcement 
initiatives  conducted  by  State  survey  agencies;  2)  new  and  better  consumer  information 
on  the  quality  of  care  in  nursing  homes;  3)  community-based  quality  improvement 
programs  offered  by  QIOs;  and  4)  collaboration  and  partnership  to  leverage  knowledge 
and  resources.  QIOs  will  work  with  nursing  home  providers  to  improve  performance  on 
agreed  upon  measures  and  to  implement  quality  improvement  projects  and  will  work  with 
the  stakeholders,  including  the  State  Survey  &  Certification  agencies  to  improve  care. 
Together,  these  activities  will  help  us  achieve  our  annual  nursing  home  performance 
goals. 

For  now,  CMS  will  maintain  the  targets  for  FY  2004  nursing  home  quality  goals  while 
we  carefully  assess  trends  and  explore  alternate  measurement  approaches  for  these  goals. 

Physical  Restraints  -  The  CMS's  efforts  to  reduce  the  use  of  physical  restraints  through 
the  State  Survey  and  Certification  Program  have  been  successful.  Use  of  restraints  in 
nursing  homes  has  decreased  from  17.2  percent  in  1996  to  10.0  percent  in  2001,  and  we 
achieved  our  FY  2001  target.  Although  we  have  achieved  a  large  reduction  in  the  use  of 
physical  restraints  in  recent  years,  we  believe  that  current  program  efforts  are  achieving 
smaller  reductions  in  restraint  use  than  they  have  previously.  Interim  FY  2002  data 
(September  2002)  was  9.8  percent;  final  data  for  this  goal  is  expected  in  early  2003.  The 
CMS  is  exploring  ways  to  further  reduce  physical  restraints  as  we  maintain  the  current 
target  at  10  percent. 
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Pressure  Ulcers  -  The  CMS  is  concerned  about  the  increase  in  pressure  ulcer  prevalence 
over  the  FY  2000  baseline  and  about  the  gap  between  the  target  and  the  measured  rate. 
We  did  not  meet  our  FY  2001  target  of  9.6  percent,  since  reported  rates  were  at 
10.5  percent.  The  interim  performance  for  FY  2002  is  10.4  percent  (September  2002) 
against  a  target  of  9.5  percent;  final  performance  results  will  be  available  in  early  2003. 
We  believe  that  this  increase  in  prevalence  may  stem  in  part  from  a  number  of  factors:  an 
artifactual  effect  due  to  facilities'  change  in  coding  behavior  resulting  in  reporting  of 
pressure  ulcers  that  would  not  previously  have  been  reported;  and  an  increase  in  case-mix 
(severity  of  illness)  of  the  nursing  home  population.  We  are  working  to  better  understand 
and  address  these  variables.  Also,  we  are  developing  a  program  to  educate  providers 
about  more  accurate  assessment  and  coding,  as  well  as  new  protocols  aimed  at  onsite 
audit  procedures  that  will  verify  the  accuracy  of  nursing  homes'  Minimum  Data  Set 
(MDS)  assessments.  We  are  maintaining  our  target  of  9.5  percent,  as  we  reevaluate  our 
future  methodology  for  this  performance  goal. 

Survey  and  Certification  Budget  -  Our  goal  to  improve  the  survey  and  certification 
budget  process  moved  CMS  from  the  "cosf '  based  approach  to  a  "price"  based 
methodology,  which  uses  national  standard  measures  of  workload  and  costs  to  project 
individual  State  workloads  and  budgets.  The  CMS  met  its  FY  2002  target  to  allocate  the 
FY  2002  budget  increase  to  the  State  Survey  and  Certification  budget  using  a  price-based 
methodology.  The  CMS  analyzed  the  combined  national  average  survey  times  for  long 
term  care  facilities.  Any  State  that  exceeded  by  1 5  percent  or  more  the  combined 
national  average  survey  time  for  long  term  care  facilities  was  provided  an  FY  2002  base 
budget  that  assumed  the  FY  2001  funding  level.  All  other  States  received  a  FY  2002 
base  budget  increase  proportionate  to  each  State's  FY  2001  budget.  Also  in  FY  2002, 
CMS  finalized  its  FY  2002  performance  standards  for  State  survey  agencies. 
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Performance  Goal  QSC1-04 


Decrease  the  Prevalence  of  Restraints  in  Nursing  Homes 


11.9%     10.0%  10.0% 

10.0%      10.0%  10.0% 


10.0%  10.0% 


Baseline  FY  1999  FY  2000  FY  2001  FY  2002  FY  2003  FY  2004 
FY  1996 


13  Target  ■  Actual 

Discussion:  "Physical  restraints"  are  defined  as  any  manual  method  or  physical  or 
mechanical  device,  material,  or  equipment  attached  or  adjacent  to  the  resident's  body  that 
the  individual  cannot  remove  easily,  which  restricts  freedom  of  movement  or  normal 
access  to  one's  body.  According  to  the  law,  restraints  can  only  be  imposed  to  treat  the 
resident's  medical  symptoms,  to  ensun  safety  and  only  upon  the  written  order  of  a 
physician  (except  in  emergency  situations).  Restraints  should  never  be  used  for  staff 
convenience  or  to  punish  the  resident. 

The  reduction  of  the  use  of  physical  restraints  is  one  of  CMS's  major  quality  initiatives. 
The  prevalence  of  physical  restraints  is  an  accepted  indicator  of  quality  of  care,  and 
considered  a  quality  of  life  measure  for  nursing  home  residents.  The  use  of  physical 
restraints  can  cause  incontinence,  pressure  sores,  loss  of  mobility,  and  other  morbidities. 
Many  providers  and  consumers  still  mistakenly  hold,  however,  that  restraints  are 
necessary  to  prevent  residents  from  injuring  themselves. 

One  of  the  main  ways  in  which  CMS  can  promote  reduced  use  of  physical  restraints  is 
through  the  State  Survey  and  Certification  Program.  State  and  CMS  surveyors  who 
conduct  annual  inspections  of  nursing  homes  pay  close  attention  to  nursing  homes'  use  of 
restraints  and  cite  nursing  homes  for  deficient  practices  when  they  discover  that  residents 
are  restrained  without  clear  medical  reason. 


In  establishing  performance  goals  for  the  quality  area,  CMS  focused  on  measures  that 
have  been  recognized  as  clinically  significant  and/or  closely  tied  to  care  given  to 
beneficiaries.  Individuals  in  nursing  homes  are  a  particularly  vulnerable  population,  and 
consequently,  it  is  an  area  of  considerable  importance.  A  significant  portion  of  benefit 
dollars  in  both  Medicare  and  Medicaid  pay  for  care  in  nursing  homes.  Although  not  yet 
updated  for  FY  2002,  19  percent  of  benefit  dollars  under  Medicaid  and  nearly  6  percent 
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for  Medicare  were  associated  with  nursing  home  expenditures  in  FY  2001 .  In  the  short 
term,  CMS  will  continue  to  maintain  a  level  target  of  10  percent  for  restraints  in  Nursing 
Homes.  We  are  evaluating  possible  effective  interventions  and  measures. 

Coordination:  The  CMS's  coordination  includes  State  survey  agencies  and  CMS 
Regional  Offices. 

Data  Source(s):  Currently  data  on  the  use  of  physical  restraints  are  contained  in  the 
Online  Survey  and  Certification  and  Reporting  (OSCAR)  database.  In  the  future,  as  the 
Minimum  Data  Set  (MDS)  information  becomes  more  widely  available,  CMS  plans  to 
use  these  data  to  further  refine  this  goal. 

Verification  and  Validation:  Data  are  verified  during  annual,  onsite  surveys.  The 
measure  used  for  this  goal  is  the  prevalence  of  restraint  use  at  the  time  of  the  survey 
(OSCAR)  and  is  self  reported  by  the  facility.  During  these  surveys,  surveyors  perform 
resident  observations,  which  include  interviews  and  validation  of  the  number  of  residents 
in  restraints  reported  by  the  facility.  During  record  review,  surveyors  identify  the 
documentation  of  the  medical  symptom  and  the  assessment  and  care  plans  associated 
with  physical  restraint  use. 
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Performance  Goal  QSC2-04 
Decrease  the  Prevalence  of  Pressure  Ulcers  in  Nursing  Homes 


11.0% 
10.5% 
10.0%  - 
9.5% 
9.0% 
8.5% 


10.5% 


9.8% 

111 


9.5% 


Baseline  FY      FY  2001 
2000 


FY  2002 


Target 


FY  2003 

I  Actual 


FY  2004 


Discussion:  'Yressure  ulcer"  refers  to  any  lesion  caused  by  unrelieved  pressure  resulting 
in  damage  to  underlying  tissues.  The  development  of  pressure  ulcers  is  an  undesirable 
outcome  that  can  be  prevented  in  most  residents  except  in  those  whose  clinical  condition 
impedes  the  prevention  of  pressure  ulcer  development.  Currently,  CMS  is  in  the  process 
of  revising  and  enhancing  the  interpretive  guidelines  for  surveyors  to  include:  adding 
information  regarding  the  location  of  current  clinical  practice  guidelines;  enhancing  the 
definitions  related  to  pressure  ulcer  identification;  providing  an  overview  of  current 
processes  and  practices  for  the  prevention  and  treatment  of  pressure  ulcers;  and  revising 
the  investigative  protocol  for  determining  if  pressure  ulcer  development  was  avoidable  by 
the  facility.  In  addition,  after  this  information  is  in  final  form,  it  is  planned  that 
educational  opportunities  regarding  the  final  products  will  be  provided  to  both  surveyors 
and  providers  utilizing  nationally  recognized  clinical  experts  in  pressure  ulcer  care.  In 
addition,  CMS  is  working  with  Quality  Improvement  Organizations  (QIOs)  to  assist 
nursing  homes  with  the  development  and  evaluation  of  quality  improvement  programs  to 
improve  the  prevention  and  treatment  of  pressure  ulcers. 

The  prevalence  of  pressure  ulcers  in  nursing  homes  appears  to  have  decreased  slightly 
from  FY  2001  to  2002.  The  CMS  is  still  concerned  about  the  increase  in  pressure  ulcer 
prevalence  over  the  FY  2000  baseline  and  about  the  gap  between  the  target  and  the 
measured  rate.  The  interim  performance  for  this  goal  is  1 0.4  percent  against  a  target  of 
9.5  percent  as  of  September  2002.  Final  performance  results  for  the  FY  2002  pressure 
ulcer  target  will  be  obtained  in  early  2003.  The  CMS  believes  that  this  increase  in 
prevalence  may  stem  in  part  from  a  number  of  factors,  including  facilities'  change  in 
coding  behavior  leading  to  their  reporting  pressure  ulcers  that  would  not  previously  have 
been  reported  and  an  increase  in  case-mix  (severity  of  illness)  of  the  nursing  home 
population. 
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Reduction  of  facility-acquired  pressure  sores  remains  a  high  priority  of  the  agency. 
There  are  a  number  of  ongoing  and  planned  initiatives  that  we  think  will  lead  to 
surveyors'  improved  identification  of  facility  quality  of  care  problems  and  that  will  help 
facilities  improve  their  own  quality  of  care.  The  CMS  is  developing  a  program  to 
educate  providers  about  more  accurate  assessment  and  coding  of  residents'  conditions, 
including  pressure  ulcers.  The  CMS  is  also  developing  protocols,  including  onsite  audit 
procedures,  to  assess  the  accuracy  of  nursing  homes'  Minimum  Data  Set  (MDS) 
assessments.  The  CMS  will  continue  to  evaluate  these  data  to  determine  whether  or  not 
they  represent  a  true  increase.  For  example,  the  CMS  has  developed  a  measure  to  track 
facility-acquired  pressure  ulcers  to  help  differentiate  pressure  ulcers  that  develop  in  other 
care  settings  from  those  that  develop  in  the  nursing  home.  Additionally,  CMS  has 
convened  a  panel  of  national  clinical  experts  in  pressure  sore  treatment  and  prevention. 
These  experts  have  helped  CMS  revise  the  interpretive  guidelines  and  investigative 
protocols  used  by  surveyors  and  to  improve  surveyor  training. 

Coordination:  The  CMS  is  actively  pursuing  participation  of  nationally  recognized 
clinical  experts  on  pressure  ulcer  care  in  our  guideline  development.  The  CMS  is 
working  with  provider  organizations,  States,  and  consumer  advocates  in  developing 
survey  instruments  and  guidelines.  In  addition,  as  part  of  our  effort  to  develop  consistent 
scope  and  severity  guidance,  we  have  invited  nationally  recognized  pressure  ulcer  experts 
from  Yale  University,  and  from  the  National  Pressure  Ulcer  Advisory  Panel  to  help  us 
address  pressure  ulcer  issues. 

Data  Source(s):  The  CMS  will  use  the  MDS,  including  special  reports  derived  from  the 
database,  such  as  the  quality  indicator  reports;  to  measure  prevalence  of  pressure  ulcers  in 
long  term  care  facilities.  This  information  is  submitted  to  the  State  MDS  database  and  in 
turn  is  captured  in  the  national  MDS  database.  The  measure  being  used  for  the  pressure 
ulcer  goal  is  one  developed  by  the  Center  for  Health  Systems  Research  and  Analysis  at 
the  University  of  Wisconsin,  Madison  (CHSRA)  that  is  derived  from  MDS  assessments. 
For  this  goal  we  report  the  prevalence  of  pressure  ulcers  measured  in  the  last  six  months 
of  the  fiscal  year.  If  the  year  is  not  complete,  we  report  the  most  recent  data  available. 
The  numerator  consists  of  all  residents  with  a  pressure  ulcer,  stages  1-4  on  the  most 
recent  assessment  and  the  denominator  is  all  residents.  Pressure  ulcers  counted  on 
admission  assessments  are  excluded. 

Verification  and  Validation:  MDS  data  quality  assurance  currently  consists  of  reviews 
by  surveyors  and  by  CMS  contractors  to  ensure  that  MDS  assessments  are  reported  in  a 
timely  and  complete  manner.  In  addition,  CMS  is  developing  protocols  to  validate  the 
accuracy  of  individual  MDS  items  and  will  continue  to  provide  training  to  providers  on 
accurate  completion  of  the  MDS. 
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Performance  Goal  QSC3-04 

Improve  the  Management  of  the  Survey  and  Certification  Budget 
Development  and  Execution  Process 


baseline:  Allocate  funding  based  on  previous  year's  costs. 

FY  2004  Target:  Allocate  FY  2004  State  Survey  and  Certification  budget  using  the  price-based 
budget  methodology  to  distribute,  at  a  minimum,  any  budget  increases  to  those  States  that  do  not 
exceed  15  percent  above  the  combined  national  average  hours  for  long  term  care  and/or  non  long  term 
care  surveys.  Use  performance  measures  and  associated  baselines  to  measure  the  quality  of  the  survey 

work  performed.  

FY  2003  Target:  Allocate  FY  2003  State  Survey  and  Certification  budget  using  the  price-based 
budget  methodology  to  distribute,  at  a  minimum,  any  budget  increases  to  those  States  that  do  not 
exceed  15  percent  above  the  combined  national  average  hours  for  long  term  care  and/or  non  long  term 
care  surveys.  Use  performance  measures  and  associated  baselines  to  measure  the  quality  of  the  survey 

work  performed.  

FY  2002  Target:  Allocate  the  FY  2002  State  Survey  and  Certification  budget  using  the  price-based 
budget  methodology  to  distribute,  at  a  minimum,  any  budget  increases  to  those  States  that  do  not 
exceed  15  percent  above  the  combined  national  average  hours  for  long  term  care  surveys.  Use 
performance  measures  and  associated  baselines  to  measure  the  quality  of  the  survey  work  performed. 
Performance:  FY  2002  Target  met  for  allocating  FY  2002  Survey  and  Certification  budget.  The 

CMS  finalized  its  FY  2002  performance  standards  for  State  survey  agencies.  

FY  2001  Target:  Begin  moving  States  towards  a  price-based  methodology  by  allocating  budget 
increases  to  those  States  with  unit  survey  hours  that  do  not  exceed  1 5  percent  above  the  combined 
national  average,  for  long  term  care  surveys.  Allocate  FY  2001  budget  increases  to  those  States  that 
are  within  the  15  percent  threshold,  as  appropriate.  Develop  performance  measures  and  associated 
baselines  that  can  be  used  to  measure  the  quality  of  the  survey  work  performed. 
Performance:  FY  2001  Target  met  for  allocating  FY  2001  Survey  and  Certification  budget. 
Performance  measures  developed.  =^__==__===_===^^== 

Discussion:  The  CMS's  primary  mission  with  the  survey  and  certification  program  is  to 
ensure  that  the  nation's  elderly  and  disabled  are  receiving  high  quality  care.  In  order  to 
ensure  this  high  level  of  care,  CMS  has  a  responsibility  to  purchase  high  value  survey 
services,  verify  that  the  survey  services  were  performed  as  contracted,  and  assess  the 
quality  of  the  survey  services  performed.  To  accomplish  these  objectives,  CMS  moved 
from  a  cost-based  budget  development  and  execution  model  to  a  price-based  model.  A 
price-based  methodology  for  developing  and  allocating  survey  and  certification  funding 
uses  national  standard  measures  of  workload  and  costs  to  project  individual  State 
workloads  and  budgets,  in  order  to  move  States  towards  more  uniformity  and  efficiency. 

To  accomplish  these  objectives  and  to  help  ensure  national  consistency  in  the  survey  and 
certification  budget  process,  CMS  will  continue  to  review  and  analyse  State  reported 
OSCAR  670  data  in  the  area  of  survey  hours  reported  for  long  term  care  facilities.  For 
example,  in  FY  2002  CMS  assumed  the  FY  2001  State  funding  levels  as  the  budget  base 
for  States.  Any  increase  to  a  State's  FY  2002  base  budget  was  contingent  upon  CMS's 
analyses  of  combined  national  average  survey  times  for  long  term  care  facilities  (skilled 
nursing  and  dually  participating  nursing  facilities).  Specifically,  States  that  were  within 
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1 5  percent  or  less  of  the  combined  national  average  survey  time  were  provided  with  an 
FY  2002  base  budget  increase  proportionate  to  each  State's  FY  2001  budget.  Any  State 
that  exceeded  the  15  percent  combined  average  survey  time  threshold  received  a  base 
budget  that  assumed  the  FY  2001  funding  level. 

The  CMS  will  continue  to  update  historical  data  with  State  reported  Online  Survey  and 
Certification  and  Reporting  (OSCAR)  data.  By  focusing  on  average  survey  hours  as  the 
cornerstone  of  a  price-based  methodology,  CMS  will  use  national  standard  measures  of 
workload  and  costs  to  project  State  workloads  and  budgets  for  FY  2003. 

The  CMS  finalized  its  FY  2002  performance  standards  for  State  survey  agencies.  The 
CMS  anticipates  that  updates  to  the  performance  standards  will  occur  on  an  annual  basis. 

Coordination:  The  CMS's  coordination  includes  Survey  and  Certification  Oversight 
Board  (SCOB),  Center  for  Medicaid  and  State  Operations  (CMSO),  Office  of  Financial 
Management  (OFM),  CMS  Regional  Offices  (ROs),  and  State  survey  agencies. 

Data  Source(s):  Workload  data  obtained  from  State  reported  OSCAR  data  and  State 
Survey  and  Certification  Workload  Reports  (Form  HCFA-434).  The  budget, 
expenditure,  and  baseline  data  will  be  obtained  from  the  State  Survey  Agency 
Budget/Expenditure  Report  (Form  HCFA-435)  and  from  actual  appropriated  funding 

levels. 

Verification  and  Validation:  OSCAT  data  are  validated  annually  as  part  of  annual 
onsite  surveys.  Form  HCFA-434  and  Form  HCFA-435  data  are  validated  through  CMS 
Regional  Office  reviews. 


VI-51 


1035 


MEDICAID 


|       Grants  to  States  for  Medicaid/Medicaid  Agencies 


Medicaid  Activity 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
Current 
Estimate 

FY  2004 
Estimate 

Budget  Authority 

$129.4  B 

$1413  B 

$162.4  B 

$176.8  B 

Medicaid  is  a  means  tested  health  care  entitlement  program  financed  by  States  and  the 
Federal  Government.  Approximately  43  percent  of  the  funding  came  from  the  States  and 
57  percent  from  the  Federal  Government  in  FY  2002.  All  50  States,  the  District  of 
Columbia,  and  the  five  territories  (Puerto  Rico,  Virgin  Islands,  American  Samoa, 
Northern  Mariana  Islands,  and  Guam)  have  elected  to  establish  Medicaid  programs 
within  broad  Federal  guidelines  governing  eligibility,  provider  payment  levels,  and 
benefits.  Medicaid  programs  vary  widely  from  State  to  State. 

Another  representative  goal  related  to  this  budget  category  but  not  listed  in  the  chart 
below  is: 


•    Decrease  the  Number  of  Uninsured  Children  by  Working  with  States  to  Implement 
SCHIP  and  Increase  Enrollment  of  Eligible  Children  in  Medicaid  (SCHIP1-04) 


Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Increase  the  Percentage  of  Medicaid  Two- 
Year  Old  Children  Who  are  Fully 
Immunized  (Developmental) 

Group  I 

FY  04:  3-year  reporting 
period  complete 

(See  Appendix  B) 
FY  04:  N/A 

MMA2 

1,7 

FY  03:  Measure  State- 
specific  immunization  rate- 
Achieve  State  target 
FY  02:  Measure  State- 
specific  immunization  rates 

FY  01:  Measure  State- 
specific  immunization  rates 

FY  03: 

FY  02:  12  of  16  States  have 
reported  second 
remeasurement. 
(See  Appendix  B) 
FY  01:  All  methodologies, 
baselines  and  targets  set.  15 
of  16  report  first 
remeasurement.  (See 

FY  00:  Complete 
development  of  State-specific 
methodologies  and  baselines 

Appendix  B.) 

FY  00:  16  of  16  States 

completed  methodologies 

and  baselines. 

(See  Appendix  B) 

FY  99:  Identified  Group  I 

States  and  began  developing 

State-specific  methodology 

and  baselines 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

—  Group  II 

FY  04:  Measure  State- 
specific  immunization  rate 
FY  03:  Measure  State- 
specific  immunization  rate 
FY  02:  Measure  State- 
specific  immunization  rate 

FY  01:  Establish  State- 
specific  baselines  and  targets 

FY  00:  Identify;  begin 
developing  State-specific 
methodologies  and  baselines 

FY  04: 
FY  03: 

FY  02:  5  of  10  States  have 
reported  first 
remeasuremenL  (See 
Appendix  B) 
FY  01:  10  of  10  States 
complete  methodologies  and 
all  have  reported  baselines 
and  targets  (See  Appendix 
B) 

FY  00:  Identified  Group  II 
States  and  began  developing 
State-specific  methodology 
and  baselines 

-  Group  m 

FY  04:  Measure  State- 
specific  immunization  rate. 
FY  03:  Measure  State- 
specific  immunization  rate. 
FY  02:  Establish  State- 
specific  baselines  and  targets 

FY  04: 
FY  03: 

FY  02:  17  of  24  States 
complete  methodologies  and 
have  developed  baselines 
and/or  targets.  (See 
Appendix  B) 
FY  01:  Group  III  States 
identified;  began  developing 
State-specific 

methodologies  and  baselines 
FY  00:  N/A 

FY  01:  Identify;  begin 
developing  State-specific 
methodologies  and  baselines 

FY  00:  N/A 

Provide  to  States  Linked  Medicare  and 
Medicaid  Data  Files  for  Dually  Eligible 
Beneficiaries 

FY  03:  Goal  not  continued 
FY  02:  56  States/ 
Territories 

FY  01:  56  States/ Territories 
FY  00:  56  States/ Territories 
FY  99:  27  States 

FY  03:  N/A 
FY  02:  56 

States/Territories  (Goal  met) 
FY  01:  56 

States/Territories  (Goal  met) 
FY  00:  56 

States/Territories  (Goal  met) 
FY  99:  27  States  (Goal 
met) 

FY  98:  12  States 
(Baseline) 

MM  A3 
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Performance  Goal 


Targets 


Actual  Performance 


Ref. 


Assist  States  in  Conducting  Medicaid 
Payment  Accuracy  Studies  for  the  Purpose 
of  Measuring  and  Ultimately  Reducing 
Medicaid  Payment  Error  Rates. 


FY  04:  Pilot  test  the 
finalized  CMS  PAM 
Model  in  up  to  25  States 
and  develop  final 
specifications  for  the 
model. 

FY  03:  Expand  the  project 
to  12  States;  pilot  test  the 
CMS  PAM  Model  in  all  12 
States.  Assess  the  results  of 
the  FY  02  pilot  study, 
develop  draft  final 
specifications  for  the  CMS 
PAM  Model  to  be  pilot 
tested  in  FY  04. 
FY  02:  Pilot  study  in  9 
States. 

FY  01:  Pilot  study  in  2 
States. 


FY  04: 


FY  03: 


FY  02:  (Goal  met) 
FY  01:  (Goal  not  met) 
Baseline:  To  be  determined 


Improve  Health  Care  Quality  Across 
Medicaid  and  the  State  Children's  Health 
Insurance  Program  (SCHIP) 

—  Medicaid 


FY  04: 

(a)  Refine  data  submission, 
methodological  processes, 
and  reporting;  (b)  Produce 
2002  performance 
measures  in  standardized 
reporting  format;  and 
(c)  Collect  2003  data 
(baseline)  from  States. 

FY  03:  To  begin  working 
with  States  on  the  PMPP. 

(a)  Report  on  results  of  the 
meeting  with  States  and 
identify  a  timeline  for 
implementing 
recommendations ; 

(b)  Identify  a  strategy  for 
improving  health  care 
delivery  and/or  quality,  and 
specify  measures  for 
gauging  improvement;  and 

(c)  Initiate  action  steps  for 
implementing 
recommendations. 


FY  04: 


See 
FY  03 
Revised 
Final 


FY  03: 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

--  SCHIP 

FY  04:  (a)  Refine  data 

FY  04: 

submission, 

methodological  processes, 
and  reporting;  (b)  Produce 
2002  performance 
measures  in  standardized 
reporting  format;  and 
(c)  Collect  2003  data 
(baseline)  from  States. 

FY  03:  To  begin  working 
with  States  on  the  PMPP. 

(a)  Report  on  results  of  the 
meeting  with  States  and 
identify  a  timeline  for 
implementing 
recommendations; 

(b)  Identify  a  strategy  for 
improving  health  care 
delivery  and/or  quality,  and 
specify  measures  for 
gauging  improvement; 

(c)  Initiate  action  steps  for 
implementing 
recommendations;  and 

(d)  Begin  to  implement 
core  SCHIP  performance 
measures. 

FY  03: 

Performance  Results  Discussion 


Childhood  Immunizations  -  Despite  significant  challenges,  there  continues  to  be  real 
progress  in  our  State  partnerships  to  increase  childhood  immunization  rates  for  Medicaid 
two-year  olds.  The  CMS  continues  to  help  States  focus  on  this  at-risk  population  by 
assisting  them  in  developing  State-specific  measurements  of  childhood  immunization. 

Fifty  of  the  fifty-one  States  eligible  to  participate  in  this  project  continue  to  work  actively 
to  increase  the  immunization  rates  of  Medicaid  two-year  old  beneficiaries.  Maintaining 
the  parameters  of  the  project  over  five  years,  as  established  by  each  State,  is  not  easily 
accomplished.  Many  States  have  encountered  difficulty  in  continuing  their 
methodologies  and  have  had  to  find  ways  to  resolve  these  issues  to  stay  in  the  project. 
However,  we  believe  that  measuring  States'  performance  through  this  project  has 
affected  immunization  rates  by  providing  an  opportunity  to  draw  attention  to  poor 
immunization  rates  in  some  States  and  focus  them  on  improvement.  In  States  where 
immunization  rates  are  high,  this  project  validates  and  highlights  their  current  efforts  and 
gives  them  an  opportunity  to  continue  successful  interventions  and  plan  additional 
interventions  to  maintain  or  improve  their  rate. 
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Fiscal  year  2002  results  thus  far  indicate  75  percent  of  Group  I  States  reported  second 

remeasurements,  50  percent  of  Group  II  States  reported  first  remeasurements  and 

71  percent  of  Group  III  States  reported  their  baselines  and/or  targets.  Details  on  Group  I, 

II  and  III  States  can  be  found  in  Appendix  B.  This  Appendix  summarizes  each  State's 

methodology,  relevant  definitions,  numerical  baselines,  3-year  targets,  and  interim 

remeasurements. 

Provide  States  Linked  Medicare  and  Medicaid  Data  -  The  aim  of  our  goal  to  provide 
States  linked  Medicare  and  Medicaid  data  files  for  dually  eligible  beneficiaries  is  to 
enable  States  to  analyze  linked  Medicaid  and  Medicare  information.  In  FY  2002,  we 
provided  identifiers  and  made  Medicare  utilization  data  available  to  States.  The  States 
will  do  their  own  linking  with  their  Medicaid  files.  This  change  enables  States  to  match 
more  current  Medicaid  data  rather  than  use  the  State  Medicaid  Research  Files  (SMRF) 
that  can  lag  behind  two  to  three  years.  We  met  our  FY  2002  goal  by  making  Medicare 
utilization  data  available  to  50  States  and  6  Territories.  Since  FY  1999  CMS  has 
successfully  linked  Medicare  and  Medicaid  data,  and  has  made  Medicare  data  available 
to  States.  The  CMS  discontinued  this  goal  beginning  in  FY  2003. 

Medicaid  Payment  Error  Rate  -  The  FY  2002  goal  to  assist  States  in  conducting 
Medicaid  payment  accuracy  studies  seeks  to  measure  and  ultimately  reduce  Medicaid 
payment  error  rates.  Our  FY  2002  target  was  to  work  with  nine  States  to  conduct 
payment  accuracy  studies.  The  data  from  these  studies  would  be  used  to  help  refine 
payment  accuracy  measurement  (PAM)  methodologies  arid  assess  the  feasibility  of 
constructing  a  single  methodology  us^He  by  all  States.  The  actual  pilot  studies  are  being 
conducted  in  FY  2002.  The  CMS  contracted  with  The  Lewin  Group  to  work  with  CMS 
and  the  pilot  States  in  FY  2002  and  are  helping  to  develop  promising  Medicaid  payment 
accuracy  measurement  methodologies  for  field  testing  in  twelve  States  during  FY  2003. 
The  CMS  and  The  Lewin  Group  will  assess  the  results  from  the  FY  2002  nine  State  pilot 
study  and  collaborate  with  the  twelve  States  in  FY  2003  in  order  to  develop  draft  final 
specifications  for  the  CMS  PAM  Model  to  be  pilot  tested  in  up  to  twenty  five  States  in 
FY  2004. 

Improve  Health  Care  Quality  Across  Medicaid  and  the  State  Children's  Health 
Insurance  Program  (SCHIP)  -  The  CMS  is  developing  a  goal  to  establish  formal 
Federal-State  collaborations  for  improving  health  care  delivery  and  quality  for  Medicaid 
and  SCHIP  populations  using  performance  measures.  In  FY  2002,  CMS  met  with  States 
to  jointly  explore  a  strategy  to  effectively  use  performance  measures  to  quantify  and 
stimulate  measurable  improvement  in  delivering  quality  health  care.  In  FY  2003  we  are 
planning  to  establish  a  formal  process  to  develop  evidence-based  Medicaid  health 
improvement  priorities  (including  performance  measure  specifications  and  targeted 
improvement  models).  Also  in  FY  2003,  we  are  planning  to  implement  performance 
measures  in  the  Medicaid  and  SCHIP  programs  and  begin  collecting  baseline  data  for 
those  measures.  In  FY  2004,  CMS  and  the  States  will  refine  data  submission, 
methodological  processes  and  reporting,  and  CMS  will  collect  baseline  data  from  the 
States  to  begin  measuring  progress. 
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Performance  Goal  MMA2-04 


Increase  the  Percentage  of  Medicaid  Two- Year  Old  Children  Who  Are 
Fully  Immunized 


Figure  1 :  Timeline  for  State  Activities 


DEVELOPMENTAL  PRASE 


REPORT 

Fust  Year 


REPORT 

Second  Year 


REPORT 

Fust  Year 


REPORT 

Second  Year 


REPORT 


REPORT 
Second  Yeir 


REPORT 

Thid  Year 


1999  2090  2001 


Discussion:  Providing  children  with  the  complete  series  of  vaccinations  in  the  first  two 
years  of  life  is  a  widely  accepted  public  health  goal.  It  is  a  highly  effective  intervention 
to  prevent  certain  diseases,  including  measles,  mumps,  rubella  (German  measles),  polio, 
tetanus,  diphtheria,  pertussis  (whooping  cough),  and  meningitis.  Children  are  required  to 
be  immunized  in  order  to  enter  school  and  95  percent  or  more  of  American  children  are 
adequately  vaccinated  by  kindergarten.  However,  approximately  one  million  pre-school 
age  children  are  not  adequately  protected  against  possibly  fatal  illnesses.  With  increasing 
numbers  of  children  more  readily  exposed  to  infectious  disease  in  day-care  settings  and 
elsewhere,  complete  immunization  by  age  two  is  critical. 

Healthy  People  2010  continues  to  strive  for  90  percent  immunization  coverage  level  for 
two-year  olds  as  a  national  health  promotion  and  disease  prevention  objective.  Currently, 
77  percent  of  two-year  olds  are  fully  immunized.  However,  studies  indicate  that  certain 
subgroups  have  much  lower  coverage  rates.  The  CMS,  working  in  conjunction  with  the 
States  and  the  District  of  Columbia,  has  developed  a  three-stage  process  for  its  Medicaid 
Immunization  Goal.  Figure  1  outlines  the  time  frames  associated  with  the  development 


VI-57 


1041 


MEDICAID 


of  individual  State  baselines  and  methodologies  for  reporting  immunization  coverage  for 
two-year  old  children  enrolled  in  Medicaid.  The  phase-in  process  of  Group  I,  Group  II, 
and  Group  III  States  and  their  subsequent  reporting  years  are  also  identified.  Once  a 
State  has  established  a  baseline,  it  will  set  a  target  for  improvement  to  be  achieved  after 
the  third  year  of  re-measurement.  Quality  improvement  interventions  will  also  be 
identified  to  help  reach  the  target. 

During  the  baseline  development  years,  CMS  will  work  closely  with  the  group  of  States 
to  assist  them  with  developing  a  baseline  methodology  to  measure  immunization  rates  of 
two-year  old  Medicaid  children.  Technical  assistance  will  be  provided  through  the 
Centers  for  Disease  Control  and  Prevention  (CDC)  and  CMS  as  determined  necessary  by 
States  and  CMS. 

States  have  a  number  of  options  to  select  as  they  collect  immunization  coverage 
information  on  two-year  old  Medicaid  children.  Since  Medicaid  is  a  State-run  program, 
it  is  best  for  States  to  determine  how  to  measure  their  own  immunization  rates  and  to 
determine  their  own  performance  targets.  As  such,  comparisons  between  States  will  not 
be  useful  or  meaningful. 

The  methodologies  chosen  by  individual  States  will  depend  on  a  number  of  factors.  For 
example:  the  service  delivery  systems  used  in  that  State,  the  existence  of  functional  State 
or  regional  registries,  and  the  average  duration  a  Medicaid  beneficiary  remains  enrolled 
in  the  program.  The  baseline  measure  will  define  for  each  State,  continuous  enrollment  in 
Medicaid,  the  State's  classification  of  a  two-year  old,  and  the  State's  classification  of 
"fully-immunized."  For  Medicaid  beneficiaries  who  are  in  managed  care,  continuous 
enrollment  refers  to  enrollment  in  a  specific  managed  care  plan  for  the  specified  length  of 
time.  For  Medicaid  beneficiaries  in  primary  care  case  management  (PCCM)  and  fee-for- 
service  (FFS),  it  refers  to  continuous  enrollment  in  the  Medicaid  program  for  the 
specified  length  of  time. 

The  original  development  timeline  for  the  goal  allotted  one  year  for  development  and 
reporting  of  baseline  measures  for  the  States.  After  working  with  Group  I  States  for  a 
year,  it  became  evident  that  more  time  would  be  needed  by  States  to  fully  develop  both 
their  measurement  methodologies.  Reasons  for  the  extension  include  variations  in  State 
reporting  cycles  for  immunization  data,  data  problems,  and  staff  and  resource  limitations. 

Coordination:  The  CMS  has  worked  closely  with  States,  the  CDC,  and  the  American 
Public  Human  Services  Association  (APHSA)  to  develop  a  strategy  for  this  goal. 
APHSA  will  continue  to  act  as  a  liaison  between  the  States  and  CMS.  The  CDC  will 
continue  to  partner  with  CMS,  as  we  provide  technical  assistance  to  all  States  over  the 
course  of  this  goal.  The  Value-Based  Purchasing  Group,  comprised  of  State  Medicaid 
Directors  and  representatives  of  CMS  senior  management,  have  distributed  an 
Immunization  Resource  Guide  to  Medicaid  Directors.  This  guide  supports  the 
immunization  goal  by  providing  information  about  value-based,  quality-focused 
immunization  purchasing  strategies. 
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Data  Source(s):  Due  to  the  various  data  collection  and  reporting  methodologies  likely  to 
be  used  by  individual  States,  immunization  coverage  levels  will  not  be  directly 
comparable  across  States.  However,  each  State  will  measure  its  own  progress,  using  a 
consistent  measurement  methodology. 

The  Health  Plan  Employer  Data  Information  Set  (HEDIS®),  the  Clinical  Assessment  and 
Software  Application  (CASA),  and  immunization  registries  provide  standardized 
measurement  of  childhood  immunization.  HEDIS  provides  a  plan-based  measure  of  the 
care  delivered  to  enrollees;  it  is  the  national  standard  in  performance  measurement  for 
managed  care  organizations  (MCOs).  The  HEDIS®  Childhood  Immunization  Measure 
estimates  the  percentage  of  children  in  an  MCO  who  received  all  of  the  appropriate 
immunizations  by  their  second  birthday.  CASA  is  a  public  domain  tool  that  was 
developed  by  the  CDC  for  measuring  immunization  performance  at  the  provider  or  clinic 
level. 

Verification  and  Validation:  The  means  for  verifying  and  validating  immunization  data 
will  vary  from  State  to  State,  depending  on  the  State-specific  data  collection 
methodology.  A  key  part  of  the  technical  assistance  provided  by  CMS  and  the  CDC  will 
include  helping  States  address  data  reliability. 
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Performance  Goal  MMA3-02 

Provide  to  States  Linked  Medicare  and  Medicaid  Data  Files  for  Dually  Eligible 

Beneficiaries 
{Discontinued  after  FY 2002) 


Discussion:  Individuals  who  are  dually  eligible  for  Medicare  and  Medicaid  are  an 
important  and  growing  population.  In  2002,  there  were  approximately  seven  million 
individuals  dually  eligible  for  Medicare  and  Medicaid  at  some  point  in  the  year. 
Although  dually  eligible  beneficiaries  represent  about  17  percent  of  the  Medicare 
population,  they  represent  30  percent  of  total  Medicare  expenditures.  Similarly,  while 
dual  eligibles  represent  approximately  1 7  percent  of  the  Medicaid  population,  they 
represent  about  35  percent  of  total  Medicaid  expenditures. 

Through  continued  innovation  and  reform  in  the  Medicare  and  Medicaid  programs,  CMS 
hopes  to  foster  a  service  delivery  system  that  is  better  integrated  and  more  flexible  in 
meeting  the  needs  of  dually  eligible  beneficiaries.  In  order  to  do  this,  State  Medicaid 
program  administrators  need  information  on  their  dually  eligible  populations. 

States,  as  well  as  providers  of  care,  are  increasingly  interested  in  assessing  how  well  our 
programs  respond  to  the  needs  of  dually  entitled  beneficiaries.  The  CMS's  development 
of  a  tool  for  matching  State  finder  files  against  Medicare  enrollment  files  will  be  of 
assistance  to  States  to  improve  the  efficiency  and  effectiveness  of  the  acute  and  long-term 
care  services  received  by  persons  eligible  for  both  Medicare  and  Medicaid.  States  will  be 
able  to  use  data  from  the  Medicare  linked  files  to  perform  analyses  that  can  improve  the 
understanding  of  the  program  interactions  between  Medicare  and  Medicaid  and  how  the 
interactions  affect  access  to  care,  costs,  and  quality  of  services.  For  example,  the  dual 
eligible  Medicaid/Medicare  data  will  strengthen  the  ability  of  CMS  and  States  to  develop 
efficient  and  effective  risk-adjusted  payment  methods  for  dual  eligibles. 

Coordination:  The  Department  of  Health  and  Human  Services  and  CMS  have  worked 
together  to  develop  CMS  systems  tools  that  will  support  matching  of  State  finder  files 
against  Medicare  enrollment  and  Group  Health  data,  and  provide  that  matched  data  back 
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to  States  in  a  standard  format.  This  effort  has  included  collaboration  with  States  to 
establish  useful  access  to  Medicare  operational  data. 

Data  Source(s):  The  joint  Federal  and  State  interest  in  dual  eligibles  has  resulted  in  an 
examination  of  the  data  that  are  available  to  obtain  knowledge  about  the  demographic 
characteristics,  health  status,  disease  episodes,  support  services,  health  services 
utilization,  and  expenditures  of  this  diverse  population.  The  best  and  most  current  source 
for  Medicare  enrollment  and  Group  Health  data  is  the  Medicare  enrollment  database 
(EDB).  By  matching  current  EDB  data  against  State-submitted  Medicaid  finder  files, 
CMS  can  provide  States  with  accurate  data  identifying  dual  eligibles  in  their  Medicaid 
populations.  Based  on  these  data,  States  can  perform  valuable  analyses  of  their  dual 
eligible  populations.  States  can  also  then  develop  target  populations  for  which  they  can 
request  Medicare  billing  data.  This  combination  of  enrollment  and  Medicare  billing  data 
provides  the  States  a  powerful  analytic  base  against  which  they  can  evaluate  many 
aspects  of  dual  eligibility. 

Verification  and  Validation:  All  of  the  systems  serving  as  sources  are  crucial 
operational  systems  that  have  built  in  quality  assurance  checks. 
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Performance  Goal  MMA4-04 

Assist  States  in  Conducting  Medicaid  Payment  Accuracy 
Studies  for  the  Purpose  of  Measuring  and  Ultimately  Reducing  Medicaid  Payment 

Error  Rates 


Baseline:  Prior  to  FY  2001,  Illinois,  Texas,  and  Kansas  have  independently  developed 
methodologies  to  conduct  State  level  Medicaid  payment  accuracy  studies;  no  suitable 
methodology  to  produce  national  level  estimates  has  been  developed. 

FY  2004  Target:  Pilot  test  the  CMS  PAM  Model  in  up  to  twenty-five  States  and  develop  the 
final  specifications  for  the  model;  this  model  is  expected  to  produce  both  State  specific  and 
national  level  estimates.  This  model  was  developed  as  a  result  of  FY  2002  experiences  and 
initially  pilot  tested  with  twelve  States  during  FY  2003. 

FY  2003  Target:  Expand  the  PAM  Program  to  twelve  States.  Pilot  test  the  CMS  PAM 
Model  in  all  twelve  of  these  States.  Assess  the  FY  2002  nine  State  experiences  and  review 
final  reports;  collaborate  with  the  States,  The  Lewin  Group,  and  others  in  CMS  and  OIG  to 
develop  draft  final  specifications  for  the  CMS  PAM  Model. 

FY  2002  Target:  Nine  pilot  States  will  conduct  payment  accuracy  measurement  studies. 
The  CMS  and  The  Lewin  Group  (contractor)  will  work  with  the  pilot  States,  and  assess 
Medicare  and  other  Medicaid  payment  accuracy  measurement  experience  to  define  several 
promising  methodologies  for  testing  in  FY  2003  and  2004.  Contingent  upon  the  availability 
of  special  grant  funds,  we  will  solicit  participation  by  up  to  15  States  in  Year  2  of  the  pilot 
(FY  2003). 

Performance:  Goal  met.  Nine  States  have  developed  payment  accuracy  methodologies  as 

part  of  their  participation  in  the  pilot  study;  final  reports  will  be  reviewed  as  part  of  the 

FY  2003  Target.  

FY  2001  Target:  Establish  the  feasibility  of  conducting  pilot  projects  within  States.  We  will 
work  with  two  States  to  conduct  payment  accuracy  studies.  The  preliminary  data  gathered 
from  these  two  States  would  be  used  to  help  refine  payment  accuracy  methodologies  and 
assess  the  feasibility  of  constructing  a  single  methodology  that  could  be  used  by  all  States. 
Performance:  Goal  not  met.  Delays  in  receipt  of  funding  to  support  State  pilot  studies  and 
outside  consultant  assistance,  and  in  soliciting  State  participation  in  the  pilot,  resulted  in  our 
not  approving  until  late  September  2001  the  outside  contractor  and  the  initial  group  of  pilot 
States. 


Discussion:  The  CMS  is  committed  to  assisting  interested  States  in  developing 
methodologies  and  conducting  pilot  studies  to  measure  and  ultimately  reduce  Medicaid 
payment  error  rates.  The  purpose  of  this  goal  is  to  explore  the  utility  and  feasibility  of 
conducting  Medicaid  payment  accuracy  studies  in  all  States  using  a  single  methodology. 
No  accepted  methodology  for  Medicaid  payment  accuracy  measurement  (PAM)  currently 
exists,  and  only  a  handful  of  States  have  done  any  work  in  this  area.  Those  that  have 
done  so  have  all  used  different  approaches,  and  none  have  addressed  PAM  in  a  managed 
care  environment. 
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During  FY  2000.  CMS,  together  with  the  American  Public  Human  Services  Association, 
established  a  National  Medicaid  Payment  Accuracy  Workgroup  to  help  define,  guide  and 
coordinate  this  Federal-State  collaborative  project.  Information  was  collected  on  the 
significant  Medicaid  payment  accuracy  studies  conducted  to  date  (by  Illinois,  Texas  and 
Kansas),  and  discussions  were  initiated  with  several  States  that  might  be  interested  in 
participating  in  the  pilot  studies. 

Resource  constraints  have  proved  a  major  obstacle  to  States  conducting  Medicaid 
payment  accuracy  studies.  In  order  to  support  States  in  these  activities,  in  FY  2001  and 
FY  2002.  CMS  requested  funding  from  the  "wedge"  portion  of  the  Health  Care  Fraud  and 
Abuse  Control  (HCFAC)  account;  $2,552,000  was  approved. 

This  program  funding  was  used  to  retain  a  consultant  to  work  on  the  project  and  to 
subsidize  State  participation  in  the  first  year  of  the  demonstration  project.  The  consulting 
contract  was  awarded  in  September  2001  to  The  Lewin  Group.  A  letter  requesting 
proposals  was  sent  to  all  State  Medicaid  and  Program  Integrity  Directors  on  July  3,  2001 . 
The  CMS  approved  funding  for  all  nine  States  that  applied:  Louisiana,  Minnesota, 
Mississippi.  New  York.  North  Carolina.  North  Dakota.  Texas.  Washington  and 
Wyoming.  The  approved  first-year  budgets  for  the  States  total  S3. 6  million.  The  pilots 
will  be  100  percent  federally  funded,  with  the  participating  States  being  reimbursed 
roughly  SI.  8  million  of  their  costs  through  regular  Medicaid  funds  and  roughly 
$  1.8  million  from  the  HCFAC  grant  funds.  The  participating  States  will  test  various 
approaches  to  Medicaid  PAM  and  work  with  CMS  and  The  Lewin  Group  to  maximize 
the  collective  learning. 

The  CMS  anticipates  expanding  the  pilot  study  to  twelve  States  in  the  second  year. 
FY  2002  HCFAC  funds  totaling  S2,675,000  have  been  approved  to  subsidize  this  project 
during  FY  2003.  As  in  the  first  year,  the  HCFAC  funding  will  be  used  to  retain  our 
consultant  contractor  and  partially  subsidize  State  participation.  Our  goal  is  to  further 
develop,  refine,  and  pilot  test  the  CMS  PAM  Model  that  can  be  used  to  produce  State- 
specific  and  national  Medicaid  payment  accuracy  rates.  During  the  second  year  of  the 
project,  we  intend  to  pilot  test  the  CMS  PAM  Model  in  all  twelve  States.  The  CMS  and 
The  Lewin  Group  Will  also  develop  draft  final  specifications  for  the  CMS  PAM  Model  to 
be  pilot  tested  in  up  to  twenty-five  States  in  FY  2004. 

Coordination:  Coordination  within  CMS  will  occur  to  ensure  that  our  relevant 
Medicare,  Medicaid  and  program  integrity  staff  work  together  and  with  the  Office  of 
Inspector  General.  The  CMS  will  work  closely  with  the  pilot  States,  as  well  as  with 
States  collectively  through  the  National  Association  of  State  Medicaid  Directors.  During 
the  second  year.  The  Lewin  Group  will  be  providing  technical  assistance  to  all  twelve 
States  pilot  testing  the  CMS  PAM  Model. 
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Data  Source(s):  The  nine  pilot  States  in  the  first  year  used  their  own  Medicaid  paid 
claims,  encounter  data,  and  related  medical  records,  and  tested  differing  PAM 
methodologies.  During  the  second  year,  all  twelve  States  will  continue  to  use  their  own 
paid  claims  and  medical  records,  however,  all  twelve  states  will  be  pilot  testing  the  CMS 
PAM  Model. 

Verification  and  Validation:  The  CMS  and  The  Lewin  Group  will  work  with  the  pilot 
States,  Medicare  and  the  Inspector  General  to  evaluate  the  various  PAM  methodologies, 
including  the  data  sources  and  validation  techniques.  During  the  second  year,  CMS  and 
The  Lewin  Group  will  work  closely  with  all  twelve  States  pilot  testing  the  CMS  PAM 
Model  to  ensure  that  implementation  is  consistent  across  the  participating  States. 
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Performance  Goal  MMA5-04 

Improve  Health  Care  Quality  Across  Medicaid  and 
the  State  Children's  Health  Insurance  Program  (SCHIP) 


Baseline:  Developmental.  

FY  2004  Target:  ' 

—  Medicaid 

(a)  Refine  data  submission,  methodological  processes,  and  reporting;  (b)  Produce 
2002  performance  measures  in  standardized  reporting  format  (testing  phase);  and 
(c)  Collect  2003  data  (baseline)  from  States. 

-  SCHIP 

(a)  Refine  data  submission,  methodological  processes,  and  reporting;  (b)  Produce 
2002  performance  measures  in  standardized  reporting  format  (testing  phase);  and 
(c)  Collect  2003  data  (baseline)  from  States.  

FY  2003  Target:  To  begin  working  with  States  on  the  Performance  Measurement  Partnership 

Project  (PMPP). 

—  Medicaid 

(a)  Report  on  results  of  the  meeting  with  State  representatives  and  identify  a  timeline  for 
implementing  recommendations;  (b)  Identify  a  strategy  for  improving  health  care 
delivery  and/or  quality,  and  specify  measures  for  gauging  improvement;  and  (c)  Initiate 
action  steps  for  implementing  recommendations. 

-  SCHIP 

(a)  Report  on  results  of  the  meeting  with  State  representatives  and  identify  a  timeline  for 
implementing  recommendations;  (b)  Identify  a  strategy  for  improving  health  care 
delivery  and/or  quality,  and  specify  measures  for  gauging  improvement;  (c)  Initiate 
action  steps  for  implementing  recommendations;  and  (d)  Begin  to  implement  core  SCHIP 
 performance  measures.  .  ^=__=======^^==== 

Discussion:  The  use  of  performance  measures  to  improve  health  care  quality  is 
widespread  in  the  public  and  private  sectors.  However,  its  use  in  the  Medicaid  program 
has  been  primarily  undertaken  by  State  Medicaid  agencies.  At  the  national  level,  we  are 
only  beginning  to  collect  and  analyze  information  on  health  care  quality  for  the  majority 
of  Medicaid  beneficiaries  receiving  care  in  non-institutional  settings.  Since  we  are  still 
far  from  having  a  complete  picture  of  the  quality  of  care  that  the  Medicaid  population 
receives  on  a  national  basis,  the  Medicaid  program's  ability  to  fully  respond  to  and  take 
advantage  of  the  Government  Performance  and  Results  Act  (GPRA)  in  a  manner  that  best 
achieves  the  stated  purposes  of  the  Act  is  not  yet  realized. 

The  CMS  took  a  first  step  in  1 999  to  improve  health  care  quality  for  a  high  priority 
population  of  Medicaid  beneficiaries-children-with  its  GPRA  goal  to  improve 
childhood  immunization  (MMA2-04). 

The  following  evidence  supports  the  position  that  the  use  of  performance  measurement 
can  improve  service  delivery  to  those  individuals  it  is  intended  to  serve: 

•  knowledge  and  experience  we  gained  from  the  childhood  immunization  project; 

•  expanding  use  of  performance  measures  in  the  health  care  industry, 
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•  increasing  experience  of  States  in  using  performance  measures  in  Medicaid 
programs,  and 

•  provisions  of  the  Balanced  Budget  Act  of  1 997  requiring  the  use  of  performance 
measures  for  the  SCHIP  program 

Because  of  the  Federal-State  partnership  in  the  Medicaid  and  SCHIP  programs, 
improvements  in  the  use  of  performance  measures  would  be  best  accomplished  if  jointly 
identified  by  both  CMS  and  States. 

In  FY  2002,  CMS  began  working  with  States  to  jointly  explore  a  strategy  for  State  and 
Federal  use  of  performance  measures.  CMS  asked  States  to  help  chart  a  course  of  action 
that  would  effectively  use  reliable  and  valid  performance  measures  to  quantify  and 
stimulate  measurable  improvement  in  the  delivery  of  quality  health  care.  The 
Performance  Measurement  Partnership  Project  (PMPP)  is  Medicaid's  first  effort  to 
develop  performance  measures  based  on  consensus  and  voluntary  State  participation.  As 
part  of  this  effort,  seven  HEDIS®  measures  were  proposed  by  a  workgroup  of  State 
Medicaid  and  SCHIP  officials  as  performance  indicators  that  States  would  report 
annually  on  a  voluntary  basis. 

The  purpose  of  this  goal  is  to  utilize  the  information  gathered  from  States  to  establish 
formal  collaborations  that  will  improve  health  care  delivery  and  quality  for  Medicaid  and 
SCHIP  populations  using  reliable  and  valid  performance  measures. 

By  the  end  of  FY  2003,  CMS  and  Stati;  i  will  have  agreed  on  a  strategy  for  the 
coordinated  use  of  performance  measures  within  and  across  Medicaid  and  SCHIP 
programs  for  quality  improvement  in  both  fee-for-service  and  managed  care  delivery 
systems.  Our  communications  with  States  to-date  indicate  that  they  will  be  supportive  of 
this  position.  As  CMS  and  States  proceed  to  implement  this  mutually-agreed  upon 
strategy,  we  will  identify  multiple  approaches  to  using  performance  measures  to  achieve 
improvements  in  health  care  quality 

It  will  take  time  and  additional  work  to  develop  specifications  for  reporting  the 
performance  measures  for  FFS  delivery  systems.  States  will  report  their  values  (on  a 
voluntary  basis)  for  the  seven  HEDIS®  measures  to  CMS  until  such  time  as  a  unified  data 
system  can  be  used  to  calculate  measures  on  behalf  of  States.    SCHIP  performance 
measures  will  be  collected  through  the  SCHIP  annual  report  framework  each  year. 

Coordination:  CMS  will  work  with  State  Medicaid  and  SCHIP  programs  to  develop  a 
strategy  for  performance  measurement  to  improve  health  care  delivery  and  quality  for 
Medicaid  and  SCHIP  populations. 

Data  Source(s):  Developmental.  Once  CMS  and  the  States  have  identified  the  strategy 
for  appropriate  use  of  performance  measurement,  we  will  develop  data  sources  to 
measure  accomplishment  of  this  strategy. 

Verification  and  Validation:  Developmental. 
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[State  Children's  Health  Insurance 
Program 


State  Children's  Health 
Insurance  Program 

FY  2001 
Enacted 

FY  2002 
Enacted 

FY  2003 
Current  Law 

FY  2004 
Current  Law 

Budget  Authority 

$4.2  B 

$3.1  B 

$3.2  B 

$3.2  B 

Redistribution  Funding 

$2.0  B 

$2.8  B 

$2.2  B 

TBD 

Total  Budget  Authority 

$6.2  B 

$5.9  B 

$5.4  B 

$3.2  B 

The  Balanced  Budget  Act  of  1997  created  the  State  Children's  Health  Insurance  Program 
(SCHIP).  This  program  makes  an  unprecedented  investment  toward  improving  the 
quality  of  life  for  millions  of  vulnerable,  uninsured,  low-income  children.  The  statute 
authorizes  and  appropriates  an  annual  amount  that  CMS  grants  to  States  and  Territories 
with  an  approved  SCHIP  plan.  States  were  given  the  option  to  expand  their  Medicaid 
program,  establish  a  separate  SCHIP  program  or  a  combination  of  both.  Currently,  all 
States  and  Territories  have  approved  SCHIP  plans.  Many  States  are  submitting  plan 
amendments  and  section  1115  waivers  to  further  expand  insurance  coverage  under 
SCHIP. 

Another  representative  goal  related  to  this  budget  category  but  not  listed  in  the  chart 
below  is: 

•    Improve  Health  Care  Quality  Across  Medicaid  and  the  State  Children's  Health 
Insurance  Program  (SCHIP)  (MMA5-04) 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Decrease  the  number  of 
uninsured  children  by 
working  with  States  to 
implement  SCHIP  and  by 
enrolling  children  in 
Medicaid 

—  Increase  the  number  of 
children  enrolled  in  regular 

SCHIP  1 

FY  04: 
FY  03: 

+  5%  over  2003 
+  5%  over  2002 

FY  04:  Expected  late  12/04 
FY  03:  Expected  late  12/03 

See 
FY  03 
Revised 
Final 

Medicaid  or  SCHIP 

FY  02: 

+  1,000,000  over  2001 

FY  02:  Additional  1,200,000 
children  enrolled  in  SCHIP  and 
Medicaid  (Goal  met) 

3 

FY  01: 
FY  00: 

+  1,000,000  over  2000 
+  1,000,000  over  1999 

FY  01:  Additional  3,441,000 
children  enrolled  in  SCHIP  and 
Medicaid  (Goal  met) 
FY  00:  Additional  1,679,000 
children  enrolled  in  SCHIP  and 
Medicaid  (Goal  met) 

FY  99: 
and  targ 

Develop  goal;  set  baseline 
ets 

FY  99:  Baselines  and  targets  set 

(Goal  met);  2 1,980,000 

FY  98:  21,180,000 

FY  97:  21,000,000  in  Medicaid, 

none  in  SCHIP  (Baseline) 

Performance  Results  Discussion 


Decrease  Uninsured  Children  -  The  implementation  of  SCHIP  has  stimulated 
enormous  change  in  the  availability  of  health  care  coverage  for  children  and  in  the  way 
government-sponsored  health  care  is  delivered.  The  energy  invested  by  States  and 
Territories,  communities,  and  the  Federal  Government  has  resulted  in  significant 
expansions  in  coverage,  as  well  as  new  systems  for  enrolling  children.  The  CMS  and  the 
States  exceeded  our  FY  2002  goal  to  enroll  an  additional  1,000,000  children  in  SCHIP  or 
Medicaid  over  the  previous  year's  level.  In  fact,  due  to  the  overwhelming  success  of  the 
program,  we  enrolled  1,200,000  children  over  FY  2001  's  level. 

When  The  State  Children's  Health  Insurance  Program  began  in  1997,  CMS  implemented 
an  enrollment  goal  to  enroll  five  million  children  in  the  program  by  FY  2005.  Because 
we  have  exceeded  this  goal  and  are  now  seeing  States  face  fiscal  challenges  that  may 
affect  program  outreach  and  enrollment,  we  are  unsure  about  future  projections  and  have 
decided  to  set  our  FYs  2003  and  2004  targets  to  increase  enrollment  by  five  percent  over 
the  previous  year. 
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Performance  Goal  SCHIP1-04 

Decrease  the  Number  of  Uninsured  Children1  by  Working  with 
States  to  Implement  SCHIP  and  by  Enrolling  Children  in  Medicaid 


Baseline:  In  1997,  the  year  SCHEP  was  enacted,  there  were  21,000,000  children  enrolled  in 
Medicaid,  and  none  in  SCHIP. 

FY  2004  Target:  Increase  the  number  of  children  who  are  enrolled  in  regular  Medicaid  or 
SCHIP  by  5%  over  the  previous  year.  

FY  2003  Target:  Increase  the  number  of  children  who  are  enrolled  in  regular  Medicaid  or 
SCHIP  by  5%  over  the  previous  year. 

FY  2002  Target:  Increase  the  number  of  children  who  are  enrolled  in  regular  Medicaid  or 
SCHIP  by  1,000,000  children  from  the  previous  year. 

Performance:  Goal  met.  Increased  the  number  of  children  enrolled  in  regular  Medicaid  or 
SCHIP  by  an  estimated  1,200,000  from  the  previous  year. 

FY  2001  Target:  Increase  the  number  of  children  who  are  enrolled  in  regular  Medicaid  or 
SCHIP  by  1 ,000,000  children  from  the  previous  year. 

Performance:  Goal  met.  Increased  the  number  of  children  enrolled  in  regular  Medicaid  or 
SCHIP  by  an  estimated  3,441,000  from  the  previous  year. 

FY  2000  Target:  Increase  the  number  of  children  who  are  enrolled  in  regular  Medicaid  or  SCHIP 
by  1 ,000,000  children  from  the  previous  year. 

Performance:  Goal  met.  Increased  the  number  of  children  enrolled  in  regular  Medicaid  or 
SCHIP  by  an  estimated  1,679,000  from  the  previous  year. 

FY  1999  Target:  Develop  a  goal;  set  baseline  and  targets. 
Performance:  Goal  met. 


Discussion:  Enacted  through  the  Balanced  Budget  Act  of  1997,  the  State  Children's 
Health  Insurance  Program  (SCHIP),  under  Title  XXI  of  the  Social  Security  Act,  allocates 
nearly  $40  billion  over  10  years  to  extend  health  care  coverage  to  low-income,  uninsured 
children.  SCHIP  enables  States  to  establish  separate  SCHIP  programs,  expand  existing 
Medicaid  programs,  or  use  a  combination  of  both  approaches.  Although  estimates  of 
insurance  coverage  for  children  vary,  the  Bureau  of  Census'  annual  March  health 
insurance  supplement  to  the  Current  Population  Survey  (CPS)  is  the  most  widely  cited 
source.  The  CPS  data  for  1 999  suggested  that  there  were  approximately  1 0  million 
children  under  the  age  of  1 9  who  lacked  health  insurance  coverage.  Approximately 
one-third  of  uninsured  children  are  eligible  for  Medicaid  and  are  not  enrolled  in  the 
program. 

The  implementation  of  SCHIP  has  stimulated  enormous  change  in  the  availability  of 
health  care  coverage  for  children  and  in  the  way  government-sponsored  health  care  is 
viewed  and  delivered.  The  energy  invested  by  States,  communities,  and  the  Federal 


1  Children  =  up  to  age  19  for  SCHiP  and  up  to  age  21  for  Medicaid. 
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Government  in  the  SCHIP  program  has  resulted  in  significant  expansions  in  coverage  as 
well  as  new  systems  for  enrolling  children  into  publicly  funded  coverage  programs.  In 
many  States,  mail-in  applications  for  children  are  used  in  separate  SCHIP-funded  child 
health  programs  and  in  Medicaid,  and  paperwork  requirements  imposed  on  families 
applying  for  coverage  have  been  reduced  significantly.  According  to  the  Statistical 
Enrollment  Data  System  (SEDS),  approximately  5.3  million  children  participated  in 
SCHIP-funded  coverage  (either  a  separate  child  health  program  or  a  Medicaid  expansion) 
in  FY  2002,  and  many  more  were  enrolled  in  "regular"  Title  XIX  Medicaid  through 
increased  outreach  efforts  and  application  simplification  strategies  undertaken  as  a  result 
of  SCHIP. 

When  CMS  conducted  on-site  reviews  of  States'  Temporary  Assistance  for  Needy 
Families  (TANF)  and  Medicaid  application  and  enrollment  procedures  in  1999,  we  found 
that  the  degree  of  investment  States  make  to  redesign  their  strategies-both  to  adapt  to 
changes  in  law  and  to  address  longstanding  barriers— profoundly  affect  whether  or  not 
eligible  children  and  families  receive  Medicaid.  Enrollment  simplification,  outreach,  and 
changing  the  attitude  toward  government-sponsored  health  care  can  make  a  difference. 
Many  States  have  simplified  the  application  process  for  children,  and  CMS  is 
encouraging  States  to  make  further  improvements.  However,  many  States  have  not  made 
efforts  to  streamline  and  simplify  practices  for  low-income  families  to  the  extent  that  they 
have  for  children;  these  Medicaid  application  procedures  for  families  often  remain  tied  to 
welfare  program  procedures.  This  has  meant  that  the  poorest  children  and  their  families 
often  experience  more  barriers  to  coverage. 

Despite  many  successes  prompted  by  SCHIP,  many  children  and  families  eligible  for 
SCHIP  and  Medicaid  have  not  been  enrolled.  Recent  studies  reveal  that  key  remaining 
barriers  include:  1)  burdensome  application  or  eligibility  determination  processes,  2)  lack 
of  awareness  about  the  programs,  3)  assumptions  on  the  part  of  families  that  they  are  not 
eligible  for  the  programs,  and  4)  the  lingering  stigma  attached  to  government-sponsored 
assistance. 


The  best  available  data  show  21  million  children  ever  enrolled  in  Title  XIX  Medicaid 
during  FY  1997  (before  the  inception  of  SCHIP;. 


Year 

Children 
Served  by 

SCHIP 
(Title  XXI) 

Children 
Served  by 
Medicaid 
(Title  XIX) 

Total 
Number  of 
Children 
Served  by 
SCHIP  & 
Medicaid 

Yearly  Increase  in 

Number  of 
Children  Served 
by  SCHIP  & 
Medicaid 

GPRA  Target 

(yearly  increase  in 
number  of  children 
served) 

1997 

0 

21,019,000  2 

21,019,000 

1998 

980,000 

20,200,000 

21,180,000 

161,000 

2  Ku,  Leighton  and  Brian  Bruen,  "The  Continuing  Decline  in  Medicaid  Coverage,"  December  1999. 
Available  on  The  Urban  Institute  website  at  http://newfederalism.urban.org/html/anf  a37.html. 
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Year 

Children 

Served  by 

SCHIP 
(Title  XXI) 

JU11UX  Cli 

Served  by 
Medicaid 
(Title  XTX) 

1  UUtl 

Number  of 
Children 
Served  by 
SCHIP  & 
Medicaid 

Yearly  Increase  in 

Number  of 
Children  Served 
by  SCHIP  & 
Medicaid 

ijr  iv/v  i  argei 

(yearly  increase  in 
served) 

1999 

1,980,000 

20,000,000 

21,980,000 

800,000 

2000 

3,334,000 

20,325,000 

23,659,000 

1,679,000 

1,000,000 

2001 

4,600,000 

22,500,000 

27,100,000 

3,441,000 

1,000,000 

2002 

5,300,000 

23,000,000 

28,300,000 

1,200,000 

1,000,000 

2003 

5% 

2004 

5% 

Note:    Italicized  figures  are  estimates  based  on  incomplete  Title  XIX  data  submitted  by  the 


States.  These  estimates  will  be  updated  as  edited  HCFA-2082  data  become  available. 

Coordination:  To  assure  that  both  Medicaid  and  SCHIP  fulfill  their  potential,  CMS  is 
working  with  States,  various  operating  divisions  within  HHS,  other  Federal  Government 
agencies,  and  the  private  sector  on  a  broad  array  of  outreach  activities.  These  activities 
include  providing  technical  assistance  to  States,  providing  new  resources  to  States  to  help 
them  improve  their  programs,  working  with  other  Federal  agencies;  and  promoting  the 
exchange  of  information  among  States,  community-based  organizations,  advocacy 
groups,  Government  grantees,  and  private  sector  groups  —  just  to  mention  a  few. 

For  example,  CMS  has  contracted  with  Maximus  to  develop  model  applications  for  the 
Medicaid  and  SCHIP  programs.  The  applications  will  be  designed  to  target  the 
appropriate  reading  levels  of  potential  enrollees  and  will  be  available  in  both  English  and 
Spanish.  Additionally,  Maximus  will  develop  model  notices  that  are  most  frequently  sent 
to  Medicaid  and  SCHIP  enrollees  for  States  to  adopt  into  their  programs.  These  efforts 
serve  not  only  to  improve  the  readability  of  applications  and  notices  but  also  to  provide  a 
better  understanding  of  how  to  enroll  and  access  services  under  Medicaid  and  SCHIP. 
Related  efforts  include  convening  regional  conferences  and  the  National  Summit  on 
School-Based  Outreach  for  SCHIPs;  identifying  successful  school-based  outreach  and 
enrollment  strategies  for  SCHIP  and  Medicaid;  and  collaborating  with  the  American 
Public  Human  Services  Association  to  exchange  best  practices  among  States. 

Data  Source(s):  States  are  required  to  submit  quarterly  and  annual  State  Children's 
Health  Insurance  Program  statistical  forms  to  CMS  through  the  automated  Statistical 
Enrollment  Data  System  (SEDS)  (formerly  known  as  Statistical  Information 
Management  System).  Using  these  forms,  States  annually  report  unduplicated  counts  of 
the  number  of  children  under  age  19  who  are  enrolled  in  separate  SCHIP  programs, 
Medicaid  expansion  SCHIP  programs,  and  regular  Medicaid  programs.  The  SCHIP 
enrollment  counts  presented  in  this  update  are  the  sum  of  the  unduplicated  number  of 
children  ever  enrolled  in  separate  SCHIP  programs  during  the  year  and  the  unduplicated 
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number  of  children  ever  enrolled  in  Medicaid  expansion  SCHIP  programs  during  the 
year. 

The  estimate  of  21,000,000  for  Medicaid  enrollment  for  FY  1997  is  based  on  HCFA- 
2082  data  edited  by  The  Urban  Institute  and  published  in  December  1999.  Although  we 
previously  reported  a  1997  baseline  of  22,700,000  children  enrolled  in  Medicaid,  this  was 
based  on  unedited  HCFA-2082  data  and  incomplete  data  reported  by  the  States  through 
SEDS.  The  CMS  and  the  States  consider  the  21,000,0000  Medicaid  enrollment  figure  to 
be  a  final  estimate  for  1997.  This  figure  is  also  cited  in  the  first  annual  report  of  the 
CMS-funded  evaluation  of  SCHIP  by  Mathematica  Policy  Research  (posted  on  the  web 
at  http://cms.hhs.gov/schip/mprl230 1  .asp ). 

The  1998-2001  Medicaid  enrollment  counts  presented  are  estimates  based  on  interim  data 
submitted  by  the  States  through  SEDS  and  are  therefore  subject  to  change  when  edited 
HCFA-2082  data  become  available.  In  general,  edited  data  for  a  fiscal  year  are  available 
about  two  years  after  the  end  of  the  year. 

States  may  eventually  report  all  of  their  SCHIP  and  Medicaid  data  through  the  Medicaid 
Statistical  Information  System  (MSIS).  Reporting  Medicaid  data  through  MSIS  is  now 
required  for  all  States;  and  we  are  working  with  States  to  help  them  use  MSIS  to 
streamline  their  Medicaid  and  SCHIP  reporting  and  improve  CMS's  ability  to  analyze 
data  across  programs.  However,  there  are  significant  time  lags  in  collecting  and  editing 
these  data  through  MSIS.  Therefore,  we  will  continue  to  rely  on  the  States'  quarterly  and 
annual  statistical  report  submissions  through  SEDS,  with  updates  from  edited 
HCFA-2082  data,  as  such  data  become  available. 

Verification  and  Validation:  The  program  enrollment  data  that  States  submit  through 
SEDS  are  reviewed  by  CMS  personnel  every  quarter.  These  data  also  are  subject  to  audit 
and  are  being  reviewed  and  analyzed  as  part  of  a  National  Evaluation  contract  awarded  to 
Mathematica  Policy  Research. 

The  CMS  will  measure,  to  the  extent  possible,  the  unduplicated  count  of  the  number  of 
children  who  are  enrolled  in  any  of  the  following  programs:  regular  Medicaid; 
expansions  of  Medicaid  through  SCHIP;  and  separate  SCHIP  programs  as  reported  by  the 
States.  While  we  consider  an  unduplicated  count  to  be  an  appropriate  measure  for  this 
goal  and  we  can  measure  the  unduplicated  count  within  each  program,  some  children 
may  be  enrolled  in  Medicaid  at  one  point  in  the  year  and  in  SCHIP  at  another  point, 
making  it  difficult  to  establish  an  accurate  unduplicated  count  across  all  programs. 
Similarly,  the  SCHIP  counts  include  some  double  counting  of  children  in  States  that  have 
combination  programs.  To  the  extent  our  data  allow,  we  will  closely  monitor  this  issue. 
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Clinical  Laboratory  Improvement  Amendments  (CLIA) 


Clinical  Laboratory 

Improvement 

Amendments 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Total  Collections/ 
Budget  Authority 

$40.8  M 

$43.7  M 

$43.0  M 

$43.0  M 

The  Clinical  Laboratory  Improvement  Amendments  of  1988  (CLIA)  strengthen  quality 
performance  requirements  under  the  Public  Health  Service  Act  and  extend  these 
requirements  to  all  laboratories  that  test  human  specimens  for  health  purposes.  There  are 
approximately  177,300  CLIA  certified  laboratories.  Approximately  78  percent  (138,565) 
of  these  laboratories  perform  test  methodologies  that  are  so  simple  and  accurate  that  the 
likelihood  of  erroneous  results  is  negligible  and,  therefore,  are  not  subject  to  proficiency 
testing  (PT).  Under  CLIA  CMS  will  continue  its  partnership  with  the  States  to  certify 
and  inspect  approximately  21,800  laboratories  during  the  FY  2004  -  2005  survey  cycle. 
This  is  the  number  of  non-accredited  laboratories  to  be  surveyed  every  two  years. 


Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Sustain  improved  laboratory  testing 

CLIAl 

accuracy 

—  Percentage  of  laboratories  enrolled  in 

CY04:  Goal 

CY04:  N/A 

proficiency  testing  (PT)  with  no  failures 

Discontinued 

CY03:  90% 

CY  03:  Expect  data  3/04 

CY02:  90% 

CY02:  Expect  data  3/03 

CY01:  90% 

CY01:  92.5%  (Goal  met) 

NEW  DATA 

CY00:  90% 

CYO0:  91.9%  (Goal  met) 

CY99:  90% 

CY99:  91.3%  (Goal  met) 

CY98:  88.1% 

CY97:  88.6% 

CY96:  87.4% 

CY95:  69.4%  (Baseline) 

-  Laboratories  properly  enrolled  and 

CY04:  Goal 

CY04:  N/A 

participating  in  PT 

Discontinued 

CY03:  95% 

CY03:  Expect  data  3/04 

CY02:  95% 

CY02:  Expect  data  3/03 

CY01:  95% 

CY01:  96.4%  (Goal  met) 

NEW  DATA 

CY00:  95% 

CY00:  96.4%  (Goal  met) 

CY99:  95% 

CY99:  95 .4%  (Goal  met) 

CY98:  94.8% 

CY97:  94.4% 

CY96:  93.2% 

CY  95:  89.6%  (Baseline) 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Improve  and  sustain  testing  accuracy  in 
laboratories  holding  a  CLIA  certificate 
of  waiver 

-  Increase  the  percentage  of  laboratories 
adhering  to  manufacturer's  instructions 

FY  04:  TBD 

FY  03:  New  in  FY  2004 

FY  04:  Expect  data  Spring  2005 

CL1A2 

Performance  Results  Discussion 


Proficiency  Testing  —  Success  in  our  PT  program  increases  patient  and  physician 
confidence  by  producing  a  snapshot  of  a  laboratory's  ability  to  perform  tests  accurately. 
It  also  reduces  the  need  for  repetitive  testing,  which  will  reduce  overall  costs  of  medical 
care  related  to  diagnostic  testing.  We  exceeded  our  2001  targets  to  sustain  improved 
testing  accuracy  with  92.5  percent  of  laboratories  having  no  failures  and  96.4  percent  of 
laboratories  properly  enrolled  in  PT.  Interim  data  for  our  2002  targets  show  that 
92.7  percent  of  laboratories  enrolled  in  PT  with  no  failures  and  97.1  percent  of 
laboratories  properly  enrolled  and  participating  in  PT.  Final  data  for  our  2002  targets  are 
expected  in  March  2003,  and  based  on  interim  data  we  anticipate  success. 

The  CMS  feels  that  we  have  reached  peak  performance  with  the  percentage  of 
laboratories  enrolled  in  PT  with  no  failures  and  with  the  percentage  of  laboratories 
properly  enrolled  and  participating  in  PT.  We  recognize  that  it  is  important  to  maintain 
these  levels  of  laboratory  testing  accuracy  and  to  continue  to  monitor  performance  in 
these  target  areas.  However,  we  see  a  new  opportunity  to  positively  impact  laboratory 
testing,  by  focusing  on  waived  laboratory  procedures  (See  CLIA2-04). 

We  will  continue  to  report  on  our  current  PT  goal  through  FY  2003,  while  gathering 
baseline  data  for  our  new  goal.  In  FY  2004  we  will  report  our  new  baseline  and  begin 
measuring  improvement  in  the  percentage  of  laboratories  having/following 
manufacturer's  instructions. 

Waived  Laboratory  Testing  «  Beginning  in  FY  2004,  CMS  is  introducing  a  new  goal 
to  measure  the  percentage  of  laboratories  performing  waived  tests  (not  subject  to 
proficiency  testing)  that  have/follow  manufacturer's  instructions.  Currently,  78  percent 
of  CLIA  certified  laboratories  perform  test  methodologies  that  are  so  simple  that  the 
likelihood  of  erroneous  results  is  negligible  and,  therefore,  are  not  subject  to  PT. 

In  FY  2002,  an  expanded  pilot  study  of  waived  and  provider-performed  microscopy 
procedures  laboratories  in  eight  States  demonstrated  that  50  percent  of  laboratories 
performing  waived  tests  did  not  have  manufacturer's  instructions  or  did  not  follow 
manufacturer's  instructions  (if  they  did  have  them).  Based  on  data  collected  during 
revisits  to  waived  laboratories  that  received  education  during  and  after  the  initial  survey, 
awareness  of  and  adherence  to  manufacturer's  instructions  improved  considerably. 
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In  FY  2003,  CMS  is  conducting  surveys  on  a  nationwide  sample  to  assess  the  number  of 
laboratories  performing  waived  tests  that  do  not  have  manufacturer's  instructions  or  do 
not  follow  manufacturer's  instructions.  A  national  baseline  will  be  determined  from  this 
data,  and  in  FY  2004,  we  will  begin  measuring  improvement. 
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Performance  Goal  CLIA1-03 

Sustain  Improved  Laboratory  Testing  Accuracy 
(Discontinued  after  FY  2003) 


Laboratories  enrolled  in  FT  with  no  failures 


Laboratories  properly  enrolled  and  participating  in 


91.3%  91-6%  92.5% 
87.4%  88.6%  88.1%90%     **     90°^   *»'  9014 


95.4%  96.4%  96.4% 
94.4%   94.8%  95%    96%      95,4       35%  &% 


A*  <t      A*      A*      A*      A*  A< 


□  Target 


■Actual 


^Target 


■  Actual 


Discussion:  Congress  passed  the  Clinical  Laboratory  Improvement  Amendments 
(CLIA)  in  1988  establishing  quality  standards  for  all  laboratory  testing  to  ensure  the 
accuracy,  reliability  and  timeliness  of  patient  test  results  regardless  of  where  the  test  was 
performed.  CLIA  specifies  quality  standards  for  proficiency  testing  (PT),  which  provides 
CMS  with  a  means  of  measuring  laboratory  performance.  A  laboratory's  performance  of 
PT  provides  CMS  surveyors,  CLIA  surveyors,  inspectors  of  approved  accreditation 
organizations,  and  surveyors  of  approved  State  licensure  programs  with  an  excellent 
overview  of  the  laboratory's  current  ability  to  produce  accurate  patient  test  results. 
Because  of  the  continuous  monitoring  of  PT  by  these  individuals  and  the  value  of  PT  in 
general,  we  decided  to  use  PT  enrollment  and  successful  PT  performance  as  our  target 
areas  for  improvement  for  this  goal. 

PT  involves  sending  sample  specimens  with  known  properties  to  each  laboratory  three 
times  per  year,  the  results  of  which  are  not  known  to  the  laboratory.  Laboratories'  PT 
results  are  then  evaluated  for  accuracy  by  CMS-approved  private  and  State  operated  PT 
programs,  following  CLIA  PT  requirements.  The  PT  testing  is  <cblind,"  in  that  the 
laboratory  staff  members  are  not  given  any  information  about  what  they  are  expected  to 
find.  The  CLIA  regulation  requires  that  the  PT  samples  be  tested  in  the  same  manner  and 
by  the  same  individuals  as  those  performing  patient  testing. 

Laboratory  personnel,  tests  offered,  and  even  laboratory  size,  location  and  environment 
are  never  constant.  Because  each  can  have  a  significant  impact  on  test  performance,  we 
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decided  to  set  our  initial  goals  at  the  highest  realistic  levels  possible,  taking  into 
consideration  that  many  laboratories  had  never  been  regulated  before  CLIA.  Setting  high 
initial  targets  (what  we  believed  to  be  a  maximum  expectation  for  38,000  laboratories, 
with  no  assurance  they  could  be  met)  gave  us  true  goals  to  strive  for  in  our  ever-changing 
health  care  environment,  and  we  believed  anything  less  stringent  would  not  have  been 
acceptable,  considering  the  clinical  impact  of  laboratory  results  on  the  beneficiaries  of 
Medicare  and  Medicaid,  as  well  as  all  other  patients. 

PT  increases  patient  and  physician  confidence  in  a  particular  laboratory  by  producing  a 
snapshot  of  the  laboratory's  ability  to  perform  tests  accurately  according  to  objective 
standards.  This  enhanced  confidence  in  laboratory  test  accuracy  reduces  the  need  or 
inclination  for  repetitive  laboratory  testing  and  thereby  reduces  the  overall  costs  of 
medical  care  related  to  diagnostic  testing.  Typically,  a  laboratory  that  performs  well  on 
PT  also  provides  accurate  testing  results  for  clinicians,  which  aids  in  rapid  and 
appropriate  patient  diagnoses  and  therefore  contributes  to  effective  treatment.  There  is  a 
well-documented  educational  value  for  the  laboratory  from  PT  because  of  the  opportunity 
and  incentive  for  the  laboratory  to  learn  from  its  PT  performance. 

There  are  approximately  177,300  CLIA  certified  laboratories.  Approximately  78  percent 
of  these  laboratories  perform  test  methodologies  that  are  so  simple  and  accurate  that  the 
likelihood  of  erroneous  results  is  negligible  and,  therefore,  are  not  subject  to  PT.  (There 
are  approximately  two  percent  of  laboratories  that  are  CLIA-exempt;  that  is,  they  are 
located  within  States  with  CMS  approved  State  licensure  programs.)  The  remaining 
22  percent  of  the  laboratories  must  pe  orm  PT  on  the  required  tests  or  analytes  and  are 
overseen  directly  by  CMS,  the  State  survey  agencies,  or  private  accrediting  organizations. 
There  are  currently  86  tests  or  analytes  (i.e.,  cholesterol,  glucose,  white  blood  cell  count, 
etc.)  for  which  laboratories  must  perform  PT  under  CLIA.  This  list  of  86  analytes  is 
largely  made  up  of  diagnostic  tests,  which  are  commonly  performed  and  whose  results 
are  important  to  health  care  treatment  decisions.  Each  laboratory  performs  PT  on  the 
required  analytes  that  are  a  part  of  its  specific  test  menu. 

The  CMS  feels  that  we  have  reached  peak  performance  with  the  percentage  of 
laboratories  enrolled  in  PT  with  no  failures  and  with  the  percentage  of  laboratories 
properly  enrolled  and  participating  in  PT.  We  feel  that  it  is  important  to  maintain  these 
levels  of  laboratory  testing  accuracy  and  to  continue  to  monitor  performance  in  these 
target  areas.  However,  we  see  a  new  opportunity  to  positively  impact  laboratory  testing, 
by  focusing  on  waived  laboratory  procedures  (See  CLIA2-04). 

We  will  continue  to  report  on  our  current  PT  goal  through  FY  2003,  while  gathering 
baseline  data  for  our  new  goal.  In  FY  2004  we  will  report  our  new  baseline  and  begin 
measuring  improvement  in  the  percentage  of  laboratories  having/following  manufacturers 
instructions. 

Coordination:  The  CMS  works  closely  with  State  surveyors,  CMS-approved 
accreditation  organizations,  PT  programs,  CMS-approved  State  laboratory  licensure 
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programs  (CLIA-exempt  laboratories)  and  professional  advocacy  groups  in  carrying  out 
its  CLIA  activities. 

Data  Source(s):  The  primary  data  source  is  the  Online  Survey  Certification  and 
Reporting  System  (OSCAR).  The  PT  enrollment  rate  is  calculated  using:  (1)  the  number 
of  laboratories  in  the  OSCAR  database  that  were  subject  to  on-site  survey  and  PT  testing 
for  at  least  one  analyte,  and  (2)  the  number  of  laboratories  cited  as  deficient  for  failing  to 
be  appropriately  enrolled  in  PT.  The  rate  at  which  enrolled  labs  perform  successfully  on 
PT  is  calculated  using  totals  from  the  OSCAR  database  for:  (1)  the  total  number  of  tests 
performed  for  the  year;  and  (2)  the  total  number  of  failed  scores  received  for  the  year. 

Verification  and  Validation:  Surveyors  verify  this  data  through  ongoing  monitoring  of 
PT  information,  communicating  with  the  laboratories  and  PT  programs  and  by 
conducting  biennial  on-site  surveys.  The  PT  programs  that  provide  the  samples  undergo 
an  annual  and  ongoing  review  process  coordinated  by  CMS  with  assistance  from  the 
Centers  for  Disease  Control  and  Prevention.  For  example,  the  PT  data  system  and  PT 
programs  are  monitored  to  ensure  that  PT  data  transmitted  to  CMS  is  accurate,  complete 
and  timely. 
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Performance  Goal  CLIA2-04 

Improve  and  Sustain  Testing  Accuracy  in  Laboratories  Holding  a  CLIA  Certificate 

of  Waiver 


Baseline:  Developmental.  In  FY  2003,  baseline  data  will  be  collected  on  a  national  scale  for  the 
number  of  laboratories  holding  a  certificate  of  waiver  that  do  not  have  manufacturer's 

instructions  or  do  not  follow  manufacturer's  instructions.  

FY  2004  Target:  To  be  determined.  We  will  determine  our  FY  2004  target  once  we  have 
reviewed  baseline  data.         - 


Discussion:  Congress  passed  the  Clinical  Laboratory  Improvement  Amendments 
(CLIA)  in  1 988,  establishing  quality  standards  for  all  laboratory  testing  to  ensure  the 
accuracy,  reliability  and  timeliness  of  patient  test  results  regardless  of  where  the  test  was 
performed.  Certificates  are  issued  to  laboratories  based  on  the  complexity  of  testing  that 
they  perform.  Laboratories  are  issued  a  certificate  of  waiver  if  they  perform  only  waived 
tests.  A  waived  test  is  defined  as  a  simple  laboratory  test  that  has  been  determined  by  the 
Secretary  of  the  Department  of  Health  and  Human  Services  to  have  an  insignificant  risk 
of  erroneous  results.  Laboratories  performing  waived  tests  are  required  to  follow 
manufacturer's  instructions  for  performing  the  test,  but  they  are  not  routinely  surveyed. 

In  two  independent  studies,  State  surveyors  in  Colorado  and  Ohio  found  that  about  half 
of  waived  and  provider-performed  microscopy  laboratories  were  out  of  compliance. 
Specifically,  waived  laboratories  were  not  following  manufacturer's  instructions,  did  not 
have  manufacturer's  instructions  onsite,  or  were  conducting  tests  they  were  not 
authorized  to  perform.  Those  results  were  cited  in  a  March  2001  report  from  the  Office 
of  the  Inspector  General  (OIG)  titled  "Enrollment  and  Certification  Processes  in  the 
Clinical  Laboratory  Improvement  Amendments  Program".  These  findings  led  to  CMS 
initiating  a  pilot  study  in  eight  other  states.  The  findings  of  the  pilot  mirror  those  of 
previous  studies  conducted  by  the  states  of  Colorado,  Ohio,  and  New  York.  The  pilots 
demonstrated  that  50  percent  of  laboratories  performing  waived  tests  did  not  have 
manufacturer's  instructions  or  did  not  follow  manufacturer's  instructions  (if  they  had 
them).  If  this  percentage  is  nationally  representative,  as  many  as  60,000  laboratories  may 
not  be  following  manufacturers'  testing  instructions  and  may  be  performing  tests 
incorrectly,  with  the  potential  result  of  patient  harm. 

Based  on  data  collected  in  the  above  studies,  during  revisits  to  waived  laboratories  that 
received  education  during  and  after  the  initial  survey,  awareness  of  and  adherence  to 
manufacturer's  instructions  improved  considerably. 

In  FY  2003,  CMS  is  conducting  surveys  on  a  nationwide  sample  to  assess  the  number  of 
laboratories  performing  waived  tests  that  do  not  have  manufacturer's  instructions  or  do 
not  follow  manufacturer's  instructions.  A  national  baseline  will  be  determined  from  this 
data,  and  in  FY  2004,  we  will  begin  measuring  improvement. 
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Coordination:  The  CMS  will  work  closely  with  State  surveyors,  the  CDC,  and  CMS- 
approved  accreditation  organizations  to  further  evaluate  waived  laboratories  and  to 
develop  and  implement  strategies  to  improve  the  compliance  of  laboratories  performing 
waived  testing  with  the  CLIA  requirement  of  following  manufacturer's  instructions. 

Data  Source(s):  The  universe  of  laboratories  to  be  surveyed  is  selected  from  the  Online 
Survey  Certification  and  Reporting  System  (OSCAR).  The  surveyors  enter  information 
collected  during  the  surveys  directly  into  the  State  Surveyors  Information  System  (SSIS). 
The  data  in  the  SSIS  is  used  to  generate  reports  of  findings  for  the  analysis  of  laboratory 
compliance,  trends  and  improvement.  The  SSIS  will  be  the  primary  source  for  data  in 
setting  a  baseline  and  reporting  improvement.  The  data  is  collected  during  the  survey  via 
a  standard  questionnaire.  The  surveyor  uses  the  answers  on  that  questionnaire  to  input 
data  into  the  SSIS. 

Verification  and  Validation:  Surveyors  collect  information  on  the  questionnaire  while 
on  site  and  in  contact  with  the  laboratory.  Surveyors  enter  the  findings  they  have 
recorded  into  the  SSIS  so  that  national  data  can  be  gathered  and  analyzed.  The  SSIS 
system  contains  edits  that  prevent  surveyors  from  entering  data  that  is  inappropriate  or  is 
inconsistent  with  other  information  on  the  questionnaire.  A  follow-up  is  done  in 
10  percent  of  the  laboratories  to  validate  the  initial  findings  and  improvements  made  by 
the  laboratory  as  a  result  of  the  survey. 
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Medicare  Integrity  Program 


Medicare  Integrity 
Program 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
Current 
Estimate 

FY  2004 
Estimate 

Total  Budget 
Authority 

$680.0  M 

$700.0  M 

$720.0  M 

$720.0  M 

The  CMS's  program  integrity  efforts  ensure  the  Medicare  program  pays  the  right  amount 
to  a  legitimate  provider  for  covered,  reasonable  and  necessary  services  that  are  provided 
to  an  eligible  beneficiary.  The  CMS's  program  integrity  activities  are  primarily  funded 
through  the  Medicare  Integrity  Program  (MEP),  established  by  the  Health  Insurance 
Portability  and  Accountability  Act  (HIPAA)  of  1996.  The  MIP  includes  medical  review 
and  benefit  integrity  activities,  provider  education  and  training,  Medicare  Secondary 
Payer,  and  provider  audits.  The  CMS's  overall  program  integrity  efforts  are 
supplemented  by  funding  from  CMS's  program  management  account  and  other  funds 
made  available  from  the  Health  Care  Fraud  and  Abuse  Control  Account  (HCFAC). 

Another  representative  goal  that  are  related  to  this  budget  category  but  is  not  listed  in  the 
chart  includes: 

•   Assist  States  in  Conducting  Medicaid  Payment  Accuracy  Studies  for  the 

Purpose  of  Measuring  and  Ultimately  Reducing  Medicaid  Payment  Error  Rates 
(MMA4-04) 
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Reduce  the  percentage  of  improper 

FY 

04: 

4.8% 

FY  04: 

MIPl 

payments  made  under  the  Medicare 

FY 

03: 

5% 

FY  03: 

fee-for-service  program 

FY 

02: 

5% 

FY  02:  6.3%  (Goal  not 

3,8 

r  Y 

111! 

no/ 

OYO 

met) 

FY  01:  6.3%  (Goal  not 

met)  (NEW  DATA) 

TV 

rwv 

70/. 
/  /o 

FY  00:  6.8%  (Goal  met) 

FY 

99: 

9% 

FY  99:  7.97%  (Goal  met) 

FY  98:  7.1% 

FY  97:  11% 

FY  96:  14%  (Baseline) 

Develop  and  implement  methods  for 

MIP2 

measuring  program  integrity 

outcomes: 

-  Implement  the  Provider 

FY 

03: 

Subsumed  in  MTP1 

FY  03: 

Compliance  Rate  prepay  medical 

m- 
uz. 

Goal  not  continued. 

FY  02:  N/A 

review 

TV 

VI. 

Implement  program 

FY  01:  Implementation 

complete  (Goal  met) 

--  Implement  the  refined 

FY 

03: 

Subsumed  in  MTP1 

FY  03: 

Comprehensive  Error  Rate  Testing 

FY 

02: 

Goal  not  continued 

FY  02:  N/A 

(CERT)  program  to  produce 

FY 

01: 

Implement  program 

FY  01:  Implementation 

subnational  error  rates 

complete  (Goal  met) 

—  Develop  a  fraud  rate  among 

FY 

<fc>; 

Subsumed  in  MIP 1 

FY  03: 

providers  in  a  contractor's  service 

FY 

02: 

Implement  program 

FY  02:  Progress 

area 

dependent  on  HCFAC 

funding  (Goal  not  met) 

FY 

01: 

Develop 

FY  01:  Progress 

requirements 

dependent  on  HCFAC 

funding  (Goal  not  met) 
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Improve  the  effectiveness  of 

MIP3 

program  integrity  activities  through 

successful  implementation  of  the 

Comprehensive  Plan  for  Program 

Integrity: 

—  Successfully  implement  the 

FY  02:  Goal  not  continued 

FY  02:  N/A 

Comprehensive  Plan 

FY  01:  100% 

FY  01:  (Goal  met) 

FY  00:  N/A 

FY  99:  Plan  initiated 

(Baseline) 

~  Measure  effectiveness  by 

FY  02:  Goal  not  continued 

FY  02:  N/A 

achieving  a  significant  portion  of  the 

FY  01:  Meet  90%  of 

FY  01:  See  status  below 

performance  measures  for  each  of 

measures  for  each  of  the 

the  ten  Comprehensive  Plan 

activities: 

activities 

1  a.  Develop  carrier/FI 

la.  Guidelines  in  use  (Goal 

performance  standards 

met) 

lb.  Implement  PCR,  CERT; 

lb.  See  goal  MEP2 

and  develop  fraud  rate 

2.  Implement  program 

2.  PSC  operational  models 

safeguard  contractor  (PSC) 

implemented  (Goal  met) 

models 

3  a,  Non-physician 

3a.  Pending  funds 

practitioner  error  rate 

availability 

3  b.  Therapy  services  error 

3b.  Available  02/2003 

rate 

4.  Improve  the  provider 

4.  (Goal  not  met) 

enrollment  process 

5.  Assure  Millennium 

5.  (Goal  met) 

contingency  planning 

6.  Reduce  the  Inpatient 

6.  2.79  percent.  (Goal  not 

hospital  error  rate 

met.) 

7.  Data  exchange  to 

7.  CMS  contract  with 

monitor  care  in  congregate 

NHIC.  Data  available  early 

care  settings 

FY2003. 

8.  Implement  managed  care 

8.  (Goal  met) 

PSC  and  managed  care 

payment  validation 

9.  Community  mental 

9.  Ten  point  plan 

health  centers  error  rate 

implemented.  Pending 

funds  availability. 

10.  Improve  quality  of  care 

10.  See  goals  QSC1  and 

in  nursing  homes 

QSC2 

(Baseline)  All  new 

activities 
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Performance  Goals 

Targets 

Actual  Performance 

Rcf. 

Improve  the  Process  of  Credit 
Balance  Recoveries 

FY  04:  Goal  not  continued 
FY  03:  Fully  implement 
revised  processes  and 
controls  in  contractor  credit 
balance  activities 
FY  02:  Develop  improved 
processes  and  controls  to  be 

FY  04:  Goal  not  continued 
FY  03: 

FY  02:  Developed 
processes  (Goal  met) 

MIP5 

See 
FY  03 
Revised 
Final 

utilized  by  contractors  to 
ensure  consistency  and 
timely  recoveries 
FY  01:  Gather  information 
on  1 )  provider  credit  balance 
identification,  submission 
and  resolution  processes; 
and  2)  contractor  monitoring 
and  resolution  of  credit 
balances 

FY  01:  See  Final  Review 
Summary  Report  and  Final 
Management  Overview 
Report  (Goal  met) 

FY  00:  Incomplete 
information  regarding 
credit  balance  reporting 
process  (Baseline) 

Increase  Medicare  Secondary  Payer 
liability  and  no-fault  dollar 
recoveries 

**  Shaded  area  indicates  version  of 
the  goal  before  the  change  in  focus 

FY  01:  Goal  carried  over; 
with  new  focus  (see  above) 
FY  00:  5%  increase  over 
baseline 

FY  01: .  N/A 

FY  00:  29. 1%  (Goal  met) 

FY  99:  20% 

FY  98:  $364  million  : 

(Baseline) 

Assess  program  integrity  customer 
service 

FY  04:  Conduct  survey  and 
develop  a  corrective  action 
plan  (CAP) 

FY  03:  Conduct  survey  and 
develop  a  CAP 
FY  02:  Conduct  and 
analyze  surveys.  Develop 
baseline  and  targets. 

FY  04: 
FY  03: 

FY  02:  Surveys  arc 
complete  and  a  CAP  has 
been  developed  (Goal  met) 

MIP6 

Improve  the  provider  enrollment 
process 

FY  04:  Continue  to 
implement  PECOS  and 
revalidate  25%  of  Part 
A'Part  B  providers/suppliers 
FY  03:  Implement  PHCOS, 
revalidate  20%  of  Part  A 
providers 

rV  Ml.  Develop  rr.CUV 
revise  CMS-855,  publish 
regulation 

FY  04: 
FY  03: 

rv  HI*  Drrnc 
r  Y  vZ.  rtLUo 

implemented  7/29/02  (Goal 

met)  Regulation  and 

revised  form  are  in 

clearance  (Goal  not  met) 

MIP7 

Improve  effectiveness  of  Medicare 
Secondary  Payer  (MSP)  provisions 
by  increasing  number  of  voluntary 
data  match  agreements  (VDMA) 
with  insurers  or  employers 

FY  04:  2  additional 
VDMAs 

FY  04: 
FY  03: 

FY  02:  5  VDMAs 
(Baseline) 

MIPS 

8 
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Reduce  the  Contractor  Error  Rate 

FY  04:  Develop  baselhe. 

FY  04: 

FY7  03:  New  in  FY  04 

MEM 

3,8 
& 

Improve  the  Provider  Compliance 
Rate 

FY  04:  Develop  baseline 

FY'  0  4: 

FY7  03:  New  in  FY  04 

MIP10 

3,8 

Decrease  improper  payment  rate  for 
home  health  services 

FY  01:  Goal  not  continued 
FY  00:  10% 

FY  99:  35% 

FY  01:  N  A 

FY  00:  29.5% (PiEW 

DATA'  Goal  ret  met 

FY  99:  19%  (Goal  met) 

1995-1996:  40% 

(Baselinel 

Performance  Results  Discussion 


Medicare  Error  Rate  -  We  have  achieved  extremely  positive  results  in  our  effort  to 
reduce  improper  payments.  We  have  virtually  cut  the  Medicare  fee-fer-seniee  error  rate 
in  half  over  the  past  few  years.  Although  we  did  not  meet  our  target  of  a  5  percent  error 
rate  in  FY  2002,  we  continue  to  claim  success  in  maintaining  the  error  rate  at  6.3  percent. 
We  believe  there  is  still  important  work  to  be  done  and  expect  to  achieve  our  goal  of 
further  reducing  the  error  rate. 

With  implementation  of  the  Comprehensive  Plan  for  Program  Integrity  m  FY  2001 .  CMS 
has  focused  its  efforts  on  the  Comprehensive  Error  Rate  Testing  ^CERT)  program.  The 
purpose  of  CERT  is  to  stratify  the  Medicare  payment  error  rate  to  strengthen  our  ability 
to  target  problem  areas. 

The  CERT  program  was  fully  implemented  in  2002?  therefore.  CMS  will  produce  a  fee- 
for-service  error  rate  for  Durable  Medical  Equipment  Regional  Carriers  (DMERCsl  for 
FY  2002;  for  all  Pan  B  carriers  for  FY  2002:  and  for  Pan  A  contractors  for  FY  2003. 
To  provide  further  quality  assurance  over  the  error  rate  estimate.  CMS  will  produce  the 
FY  2003  error  rates  with  o\  ersight  provided  by  the  OIG.  For  FY  2004  and  beyond.  CMS 
will  assume  the  substantive  testing  portion  of  the  CFO  audit 

The  Provider  Compliance  Rate  (PCR)  has  also  been  implemented  and  will  be  produced 
as  a  product  of  CERT  medical  record  reviews.  In  fact,  in  keeping  with  our  commitment 
to  OMB  during  the  Program  Assessment  Rating  Tool  (PART)  process.  CMS  has 
developed  two  new  FY"  2004  goals  measuring  the  provider  compliance  rate  and  the 
contractor  error  rate. 
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We  did  not  meet  our  FY  2002  target  to  develop  a  model  fraud  rate  program  under  CERT 
because  we  did  not  receive  the  HCFAC  funding  to  carry  out  this  project.  We  may  take 
another  look  at  developing  a  fraud  rate  if  funding  is  received  in  future  fiscal  years. 

The  Comprehensive  Plan  for  Program  Integrity  -  Through  implementation  of  the 
Comprehensive  Plan  for  Program  Integrity,  CMS  has  evaluated  various  initiatives  in 
order  to  target  high  risk  areas  and  better  focus  our  resources  to  address  problem  areas. 
While  we  assessed  our  performance  throughout  the  implementation  process,  it  was  also 
critical  to  monitor  the  overall  effectiveness  of  each  initiative  in  the  plan  throughout 
FY  2001 .  We  continue  to  monitor  many  of  these  programs  as  we  collect  final  data. 

Program  Integrity  Customer  Service  -  The  goal  to  assess  customer  service  behaviors 
in  handling  fraud  and  abuse  cases  would  ultimately  result  in  contractors  developing  a 
plan  to  assess  customer  service  behaviors  in  the  program  integrity  area.  We  have 
conducted  surveys  of  beneficiaries  and  have  analyzed  the  results.  The  CMS  has  formed  a 
PI  Customer  Service  Action  Planning  Team  which  has  developed  a  nine  point  plan  to 
improve  program  integrity  customer  service.  Part  of  the  plan  includes  training  for 
contractors  which  was  conducted  during  the  summer  of  2002. 

Improve  the  Provider  Enrollment  Process  -  The  goal  to  improve  the  provider 
enrollment  process  is  an  effort  to  continue  the  spirit  of  the  Comprehensive  Plan  of  paying 
claims  properly  to  legitimate  providers  and  suppliers.  The  CMS  intends  to  have  a 
streamlined  and  more  uniform  process  for  revalidating  applications  from  providers  of 
Medicare.  To  that  end,  CMS  made  the  Provider  Enrollment  Chain  Ownership  System 
(PECOS)  available  to  fiscal  intermediaries  on  July  29, 2002.  The  fiscal  intermediaries 
will  begin  to  populate  the  system  with  data  from  new  provider  applications.  We  have  not 
yet  published  the  regulation  pertaining  to  establishing  and  maintaining  billing  privileges, 
however,  we  expect  to  publish  the  regulation  in  early  2003.  The  revised  CMS-855  form 
is  pending  the  release  of  the  regulation. 

Medicare  Secondary  Payer/Credit  Balance  Recoveries  -  Medicare  Secondary  Payer 
(MSP)  dollar  recovery  activities  ensure  that  the  appropriate  primary  payer  makes 
payments  for  health  care  services  for  beneficiaries.  The  MSP  activity  attempts  to  collect 
timely  and  accurate  information  on  the  proper  order  of  payers  and  to  make  sure  that 
Medicare  pays  only  for  those  claims  where  it  has  primary  responsibility.  In  FY  2002, 
instead  of  focusing  on  no-fault  dollar  recoveries,  we  concentrated  on  the  mandatory 
Medicare  credit  balance  reporting  requirements  for  providers.  The  intent  of  these 
requirements  is  to  ensure  that  Medicare  properly  recovers  improper  or  excess  program 
payments  resulting  from  patient  billing  or  claims  processing  errors.  Approximately 
90  percent  of  credit  balances  are  mainly  attributable  to  provider  billing  practices.  The 
CMS  met  its  FY  2002  target  by  developing  improved  processes  for  contractors  to  ensure 
consistency  and  timely  recoveries  of  credit  balances.  These  improved  processes  are 
currently  going  through  clearance  prior  to  full  implementation  in  FY  2003.  We  have  also 
changed  the  name  of  the  goal  to  "Improve  the  Process  of  Credit  Balance  Recoveries"  to 
more  accurately  reflect  the  activity. 
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MSP  Voluntary  Data  Match  Agreements  -  We  have  introduced  a  new  goal  to  further 
improve  the  effectiveness  of  the  administration  of  the  Medicare  Secondary  Payer 
provisions  by  increasing  the  number  of  Voluntary  Data  Match  Agreements  (VDMA)  with 
insurers  or  employers.  As  we  increase  the  number  of  VDMAs  with  large  employers  or 
insurers,  we  should  be  able  to  significantly  decrease  erroneous  payments  made  by 
Medicare  as  the  primary  insurer  when  it  should  have  been  secondary. 

Home  Health  Error  Rate  -  Our  efforts  to  reduce  improper  home  health  service 
payments  paid  off  based  on  the  repeat  sampling  of  home  health  claims  in  California, 
Illinois,  New  York  and  Texas  as  part  of  an  Office  of  Inspector  General  Operation  Restore 
Trust  study.  This  figure  decreased  from  40  percent  in  1996  to  19  percent  in  1999.  In 
FY  2001 ,  CMS  replicated  the  OIG  evaluation  of  home  health  claims  using  a  sample  of 
paid  home  health  claims  from  January  1,  1999  to  September  30,  1999  in  the  same  four 
States,  to  determine  if  CMS's  activities  further  reduced  the  rate  of  improper  payment. 
Results  indicate  that  the  error  rate  was  not  reduced  further;  that  in  fact  the  error  rate 
increased  by  approximately  10  percent  resulting  in  a  home  health  claims  payment  error 
rate  of  29.5  percent.  We  believe  that  the  increased  error  rate  may  be  due  to  changes  in 
provider  behavior  in  anticipation  of  the  implementation  of  the  home  health  prospective 
payment  system  in  October  2000. 

This  goal  was  discontinued  in  order  for  CMS  to  focus  on  other  equally  compelling  fraud 
and  abuse  areas.  However,  in  FY  2001  and  following  years,  CMS  will  also  continue  to 
focus  on  reducing  improper  home  health  payments  using  a  Program  Safeguard  Contract 
(PSC)  Task  Order  to  assess  and  recorr~iend  measures  to  improve  the  accuracy  of  the 
Outcome  and  Assessment  Information  Set  (OASIS),  the  standardized  assessment  that  is 
used  to  determine  Medicare  payment. 


VI-87 


1071 


MEDICARE  INTEGRITY  PROGRAM 


Performance  Goal  MIP1-04 

Reduce  the  Percentage  of  Improper  Payments  Made  Under 
the  Medicare  Fee-for-Service  Program 


FY96      FY97      FY98      FY99      FY00      FY01      FY02      FY03  FY04 


■  Actual  ^Target 

Discussion:  The  purpose  of  this  goal  is  to  continue  to  reduce  the  percentage  of  improper 
payments  made  under  the  fee-for-service  program.  One  of  CMS's  key  goals  is  to  pay 
claims  properly  the  first  time.  This  means  paying  the  right  amount,  to  legitimate 
providers,  for  covered,  reasonable  and  necessary  services  provided  to  eligible 
beneficiaries.  Paying  right  the  first  time  saves  resources  required  to  recover  improper 
payments  and  ensures  the  proper  expenditure  of  valuable  Medicare  trust  fund  dollars. 

The  complexity  of  Medicare  payment  systems  and  policies,  and  the  numbers  of 
contractors,  providers,  and  insurers  involved  in  the  Medicare  fee-for-service  program 
create  vulnerabilities.  The  CMS  has  implemented  a  Corrective  Action  Plan  (CAP) 
designed  to  minimize  these  vulnerabilities  and  reduce  the  Medicare  claims  payment  error 
rate.  Examples  of  the  positive  effects  of  our  corrective  actions  on  reducing  improper 
payments  are  illustrated  in  both  the  1998  and  1999  Office  of  Inspector  General  (OIG) 
reports. 

The  CMS  exceeded  its  GPRA  targets  for  1999  and  2000.  In  general,  the  substantial 
reduction  in  the  error  rate  demonstrates  that  the  Medicare  contractor  claims  processing 
system  is  working  well.  Furthermore,  during  previous  audits,  a  significant  portion  of 
improper  payments  reported  were  attributable  to  documentation  errors.  However,  in 
FY  1998,  documentation  errors  accounted  for  only  $2.1  billion,  a  substantial  decline  from 
the  $8.7  billion  reported  in  FY  1 996.  The  OIG  attributed  much  of  the  substantial 
improvement  in  this  category  to  the  CMS  CAP.  The  CMS  agreed  to  continue  these 
corrective  actions  in  response  to  both  the  FY  1998  and  1999  audits. 
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In  FY  2002,  CMS  did  not  reach  the  target  of  5  percent,  however  we  continued  our 
success  by  maintaining  the  error  rate  at  6.3  percent.  We  will  further  reduce  the  error  rate 
by  continuing  to  focus  our  corrective  actions  on  areas  of  vulnerability  identified  by  the 
OIG.  We  believe  that  by  aggressively  addressing  specific  high  risk  areas  we  will 
continue  to  be  successful  in  reducing  the  fee-for-service  error  rate. 

The  Comprehensive  Error  Rate  Testing  (CERT)  program  will  be  fully  implemented  in 
FY  2003;  as  such,  the  CERT  program  will  produce  a  Medicare  fee-for-service  error  rate 
for  FY  2003.  To  provide  further  quality  assurance  over  the  error  rate  estimate,  CMS 
originally  intended  to  run  the  CERT  program  in  parallel  with  the  CFO  Audit  for  at  least 
one  year;  therefore,  during  FY  2003  both  programs  were  to  be  used  to  produce  national 
fee-for-service  error  rates.  However,  recent  meetings  with  the  Office  of  Inspector 
General  (OIG)  prompted  an  agreement  that  CMS  will  produce  the  FY  2003  error  rate 
with  oversight  by  the  OIG.  For  FY  2004  and  beyond,  CMS  will  be  assuming  the 
substantive  testing  portion  of  the  CFO  audit. 

In  addition  to  the  national  error  rate,  CERT  outcomes  include  contractor-specific  error 
rates,  as  well  as  three  additional  rates  used  to  help  measure  provider  compliance  with 
Medicare  payment  and  billing  requirements,  and  the  accuracy  of  the  contractor's  claims 
payments  and  processing  activities.  These  rates  known  respectively  as  the  provider 
compliance  rate,  claims  payment  and  claims  processing  rates,  allow  CMS  to  quickly 
identify  emerging  trends  in  managing  Medicare  contractor  performance. 

Coordination:  We  will  continue  to  work  with  our  partners  in  conducting  our  everyday 
business  of  ensuring  Medicare  claims  are  paid  properly.  We  will  build  on  the  successes 
of  Operation  Restore  Trust  by  continuing  to  work  with  the  OIG,  Department  of  Justice, 
and  State  survey  agencies. 

Data  Source(s):  The  payment  error  rate  has  been  computed  by  the  OIG  in  fiscal  years 
1996  through  1999  as  part  of  their  Chief  Financial  Officer's  Act  audit.  The  CMS  and 
OIG  entered  into  an  agreement  stipulating  that  the  OIG  would  act  as  CMS's  agent  to 
measure  the  Medicare  fee-for-service  error  rate  in  FYs  2000  and  2001 .  The  CMS  will 
assume  responsibility  for  measuring  the  Medicare  fee-for-service  error  rate  beginning  in 
FY  2003  with  oversight  by  the  OIG. 

Verification  and  Validation:  The  CMS  will  replicate  OIG's  methods  as  much  as 
possible  for  FY  2002  to  ensure  consistent  and  equal  comparisons  across  fiscal  years.  The 
CERT  program  was  awarded  to  the  Program  Safeguard  Contractor  DynCorp  in  FY  2000. 
The  CERT  program  is  monitored  for  compliance  by  CMS  through  monthly  reports  from 
the  contractor  and  a  PSC  evaluation  team. 
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Performance  Goal  MIP2-03 

Develop  and  Implement  Methods  for  Measuring 
Program  Integrity  Outcomes 
(Discontinued  after  FY  2003) 


Baseline:  The  three  proposed  methods  are  new  and  currently  in  development  and  testing  phases. 
Therefore,  baseline  data  do  not  exist. 

FY  2003  Target:  Methods  to  be  subsumed  in  MIP 1  -04. 
FY  2002  Target:  To  implement  a  model  fraud  rate  program. 

Performance:  Goal  not  met.  

FY  2001  Target:  To  implement  the  Provider  Compliance  Rate  (PCR);  the  Comprehensive  Error 
Rate  Testing  (CERT)  program;  and  develop  requirements  for  a  model  fraud  rate  program. 
Performance:  Goal  met  (model  fraud  rate  development  dependent  on  HCFAC  funding).  


Discussion:  The  CMS  is  developing  better  methods  to  measure  fraud,  waste,  and  abuse 
in  the  Medicare  program.  This  performance  goal  measures  our  progress  in  developing 
and  implementing  these  methods. 

The  Provider  Compliance  Rate  (PCR)  is  a  method  of  determining  a  "compliance  rate" 
among  providers  based  upon  a  random  sample  of  submitted  claims.  Essentially,  the 
sampled  claims  are  subjected  to  detailed  medical  review'  and  a  compliance  rate  is 
calculated  based  upon  the  dollar  value  ratio  of  valid  claims  to  total  claims.  As  such,  the 
PCR  provides  a  very  useful  measure  of  the  appropriateness  of  claims  submitted  prior  to 
payment.  The  PCR  has  been  pilot  tested  over  a  two-year  period  at  three  contractor  sites 
and  is  ready  for  full  implementation.  PCR  was  implemented  during  FY  2001  as  part  of 
the  CERT  program  at  all  Medicare  contractors.  PCR  is  expected  to  both  further  enhance 
medical  review  effectiveness  and  promote  provider  compliance. 

The  Office  of  Inspector  General  (OIG)  currently  administers  the  CFO  Audit,  which 
provides  CMS  with  a  national  fee-for- service  claims  payment  error  rate.  However,  the 
CFO  audit  does  not  provide  a  usable  measure  of  improper  payments  at  subnational  levels. 
The  CMS  awarded  a  contract  to  implement  the  Comprehensive  Error  Rate  Testing 
(CERT)  program.  CERT  will  produce  contractor,  provider  and  benefit  specific  error 
rates.  These  rates  can  also  be  aggregated  to  produce  national  level  estimates  similar  to 
the  CFO  audit  but  with  greater  precision.  The  CERT  program  will  provide  substantially 
greater  detail  and  analysis  of  vulnerabilities  in  the  current  system  which  will  help  focus 
corrective  actions.  The  CERT  program  will  be  implemented  in  three  phases.  Phase  1 
began  in  August  2000  at  the  four  Durable  Medical  Equipment  Regional  Carriers 
(DMERCs).  Phase  2  began  at  the  carriers  in  April  2001 .  Phase  3  was  implemented  at  the 
intermediaries  in  January  2002. 

The  CERT  program  will  be  fully  implemented  in  FY  2003;  as  such,  the  CERT  program 
will  produce  a  Medicare  fee-for-service  error  rate  for  FY  2003.  To  provide  further  quality 
assurance  over  the  error  rate  estimate,  CMS  will  produce  the  FY  2003  error  rate  with 
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oversight  by  the  OIG.  For  FY  2004  and  beyond,  CMS  will  be  assuming  the  substantive 
testing  portion  of  the  CFO  audit. 

The  CMS  tasked  a  Medicare  contractor  to  develop  and  pilot  test  a  method  for  estimating 
a  fraud  rate  among  providers  in  a  contractor's  service  area.  The  pilot  program  includes 
drawing  a  random  sample  of  claims  using  the  CERT  platform,  contacting  beneficiaries, 
and  conducting  interviews.  The  beneficiary  interviews  are  considered  critical  in 
determining  whether  the  provider  actually  delivered  the  stated  services  on  the  claim. 
However,  due  to  the  complexity  of  measuring  fraud,  numerous  other  indicators  are 
required  in  order  to  produce  a  reliable  estimate.  We  did  not  meet  our  FY  2002  target  to 
develop  a  model  fraud  rate  program  under  CERT  because  we  did  not  receive  the  funding 
to  carry  out  this  project.  We  may  take  another  look  at  developing  a  fraud  rate  if  funding 
is  received  in  future  fiscal  years. 

Coordination:  We  will  continue  to  work  with  OIG,  our  PSC  contractors,  and  our 
Medicare  contractors  to  develop  the  projects  identified  in  this  goal. 

Data  Source(s):  Monthly  reports  are  received  from  the  contractor  to  verify  that  they 
have  complied  with  the  phases  proposed  in  the  CERT  implementation  timetable  for  the 
Medicare  contractors.  The  first  CERT  error  rate  and  PCR  reports  for  the  four  DMERCs 
were  published  in  January  2002.  These  same  reports  were  published  for  the  carriers  on 
the  VMS  system  in  April  2002  and  in  August  2002  for  the  carriers  on  the  EDS  MCS 
system.  The  first  national  error  and  PCR  rates  will  be  published  for  FY  2003. 

Verification  and  Validation:  The  CMS  verifies  contractor  performance  and  data 
through  its  Contractor  Performance  Evaluation  program. 
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Performance  Goal  MTP3-01 

Improve  the  Effectiveness  of  Program  Integrity  Activities  through  the  Successful 
Implementation  of  the  Comprehensive  Plan  for  Program  Integrity 
(Discontinued  after  FY  2001) 

This  goal  was  designed  to  monitor  the  implementation  and  measure  the  effectiveness  of 
CMS's  Comprehensive  Plan  for  Program  Integrity.  The  Comprehensive  Plan  outlined 
CMS's  overall  program  integrity  strategy,  as  well  as  ten  specific  6  to  18  month  initiatives 
that  were  to  improve  the  effectiveness  of  our  program  integrity  efforts.  Five  of  these 
initiatives  addressed  program  management  issues  and  the  other  five  initiatives  addressed 
specific  benefit  areas  that  we  suspected  were  high  program  vulnerabilities. 


PI  Comprehensive  Plan 
Performance  Sab-goal 

Target 

Actual  Performance 

1(a).  Increase  the  effectiveness  of 
medical  review  and  benefit 
integrity  activities:  Improve 
quality  of  medical  review  and 
benefit  integrity  outcomes 

Develop  and  implement  Medicare 
carrier  and  FI  program  integrity 
performance  standards  that  measure 
quality  and  desired  outcomes. 

Goal  met.  Guidelines  were  tested  in 
1999,  refined  in  2000  and  further 
streamlined  for  use  in  FY  200 1 

1(b).  Increase  the  effectiveness  of 
medical  review  and  benefit 
integrity  activities:  Develop  new 
methods  to  reduce  the  percentage  of 
improper  payments  made  under  the 
Medicare  fee-for-service  program 

Implement  the  Provider  Compliance 
Rate  (PCR);  implement  the  refined 
CFO  audit  methodology  to  produce 
a  subnational  error  rate;  implement  a 
fraud  rate  program 

See  goal  MIP2-03. 

2.  Implement  the  Medicare 
Integrity  Program 

Implement  four  program  safeguard 
contractor  (PSC)  operational 
models:  functional,  data  analysis, 
benefit  and  full  PSC. 

Goal  met.  We  have  implemented 
the  three  PSC  operational  models 
and  have  awarded  the  contract  for 
the  fourth  PSC  model. 

3(a).  Implement  Program 
Safeguards  for  BBA  provisions: 

Establish  (1)  a  national  database  of 
State  statutes  concerning  non- 
physician  practitioner  licensure 
requirements,  and  (2)  a  process  to 
measure  the  non-physician 
practitioner  error  rate. 

Implement  a  national  database  of 
State  licensure  requirements  for  non- 
physician  practitioners  and  to  pay  90 
percent  of  non-physician  practitioner 
claims  correctly. 

The  CMS  has  a  database  of  State 
licensure  requirements  for  non- 
physician  practitioners  and  is  in  the 
process  of  making  this  information 
available  to  interested  parties. 
Implementation  of  a  non- 
physician  practitioner  error  rate  is 
dependent  on  funds  availability. 

3(b).  Implement  Program 
safeguards  for  BBA  provisions: 

Create  a  therapy  service  program 
safeguards  contractor  (PSC) 

Develop  error  rate  for  therapy 
services  claims 

DynCorp,  the  Comprehensive  Error 
Rate  Testing  PSC,  will  produce  an 
error  rate  for  therapy  services  for 
years  1998,  1999,2000.  These 
error  rates  may  be  available  by 
February  2003. 

4.  Promote  Provider  Integrity 

Reduce  the  rate  of  return  in  the 
provider  enrollment  process  by  30 
percent 

Goal  not  met.  Provider  enrollment 
regulation  not  published.  Goal 
continued  in  MIP7-04 

5.  Assure  millennium  contingency 
planning 

Form  contingency  planning 
workgroups  for  Y2K 

Goal  met 

6.  Inpatient  hospital  care 

Reduce  the  payment  error  rate  for 
inpatient  hospital  claims 

FY  2001:  2.79%  Goal  not  met. 

Baseline:  2.54%  (1998) 
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PI  Comprehensive  Plan 
Performance  Sub-goal 

Target 

Actual  Performance 

7.  Congregate  Care 

Develop  a  data  exchange  analysis 
project  with  Medicare  contractors 
and  Medicaid  State  agencies  to 
allow  the  coordinated  monitoring  of 
services  provided  to  Medicare  and 
Medicaid  beneficiaries  in  congregate 
care  settings 

CMS  contract  with  NH1C, 
however,  this  part  of  the  project  is 
on  hold  pending  funds  availability. 

8.  Managed  Care 

Implement  the  Enrollment 
Certification  Contractor  (ECC)  and 
the  Managed  Care  Program 
Safeguards  Contractors  (MCPSC) 

Goal  met  A  PSC  contract  awarded 
to  CMRI  on  1 1/22/00  to  perform 
managed  care  payment  validation.  A 
full  and  open  competition  was 
sponsored  by  CMS  to  create  a 
schedule  of  Medicare  Managed  Care 

Program  Integrity  Contractors. 
Eight  of  these  contracts  were 
awarded  earlier  this  year.  ECC 
functions  will  be  assumed  by  these 
new  managed  care  contractors. 

9.  Community  Mental  Health 
Centers  (CMHCs) 

Reduce  the  payment  error  rate  for 
CMHCs  to  39  percent 

1 0  point  plan  to  address  abuses 
implemented.  Pending  funds 

availability,  a  PSC  will  reevaluate 
the  error  rate  for  FY  2001. 

10.  Nursing  Homes 

Decrease  the  prevalence  of  pressure 
ulcers  and  restraints  in  nursing 
homes 

See  goals  QSC1-04  and  QSC2-04. 

Performance  Discussion 


By  developing  and  publicly  distributing  the  Comprehensive  Plan,  CMS  reinforced  its 
commitment  to  fighting  fraud  and  abuse  in  the  Medicare  and  Medicaid  programs. 
Promoting  the  integrity  of  Medicare  and  Medicaid  is  a  top  priority  for  CMS.  As  these 
programs  have  grown  in  size  and  complexity,  so  have  the  importance  and  challenges  of 
that  responsibility. 

Achieving  program  integrity  now  requires  the  active  involvement  of  every  component  of 
CMS,  and  effective  coordination  with  our  partners,  including  contractors,  providers, 
beneficiaries,  law  enforcement,  and  others.  Our  overarching  program  integrity  goal  is 
straightforward.  We  strive  in  every  case  to  pay  the  right  amount,  to  a  legitimate  provider, 
for  covered,  reasonable,  and  necessary  services,  provided  to  an  eligible  beneficiary:  to 
pay  it  right  the  first  time. 

In  order  to  achieve  this  overarching  goal,  CMS's  Comprehensive  Plan  addressed  ten 
areas.  Five  of  the  initiatives  in  the  Comprehensive  Plan  addressed  program  management 
vulnerabilities  and  the  other  five  addressed  specific  service  areas  that  we  believed  were 
vulnerable  to  fraud  and  abuse.  The  CMS  began  work  on  these  initiatives  in  October  1999 
and  these  initiatives  were  fully  implemented  in  FY  2001 .  To  assist  us  in  evaluating  the 
effectiveness  of  our  efforts,  we  developed  specific  performance  measures  for  each  of  the 
ten  Comprehensive  Plan  initiatives. 
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Comprehensive  Plan  Sub-Goal  Updates 


(1)  Increase  the  Effectiveness  of  Medical  Review  and  Benefit  Integrity  Activities  —  Plans 
for  improvement  in  this  area  include  increasing  the  overall  level  of  medical  review; 
hiring  outside  contractors  to  evaluate  medical  review  practices  and  workloads  across 
contractors;  developing  improved  performance  standards  for  contractor  program  integrity 
activities;  and,  conducting  training  for  CMS  and  contractor  staff  to  enhance  the  quality  of 
fraud  case  referrals. 

Goal  (la):  Improve  quality  of  medical  review  and  benefit  integrity  outcomes. 

Baseline:  Current  quantitative  Medicare  carrier  and  fiscal  intermediary 

program  integrity  performance  measurement  process. 
FY  2001  Target:       To  develop  and  fully  implement  Medicare  carrier  and  fiscal 

intermediary  program  integrity  performance  standards  that 

measure  quality  and  desired  outcomes. 


Update 
Information: 


Goal  (lb): 

Baseline: 

FY  2001  Target: 


Update 
Information: 


New  Contractor  Performance  Evaluation  (CPE)  guidelines  that 
focus  on  measuring  quality  outcomes  have  been  developed  and 
fully  implemented.  These  guidelines  were  first  tested  during 
FY  1999.  They  were  revised  in  FY  2000  and  further  streamlined 
for  use  in  FY  2001.  Goal  Met 

Develop  new  methods  to  reduce  the  percentage  of  improper 
payments  made  under  the  Medicare  fee-for-service  program. 
The  three  proposed  methods  described  in  the  target  are  new. 
To  implement  the  Provider  Compliance  Rate  (PCR);  to  implement 
the  refined  CFO  audit  methodology  to  produce  a  subnational  error 
rate;  and  to  implement  a  fraud  rate  program. 

See  goal  MIP2-03  update. 


(2)  Implement  the  Medicare  Integrity  Program  -  The  CMS  is  using  its  more  flexible 
contracting  authority  to  begin  contracting  with  new  entities  called  Program  Safeguard 
Contractors  (PSCs).  The  CMS  has  awarded  1 3  PSC  contracts  and  between  September 
and  November  of  1999  CMS  awarded  six  program  integrity  task  orders  to  these  new 
contractors. 

Goal:  Implement  a  fully  functioning  Program  Safeguard  Contractor 

(PSC). 

Baseline:  Currently  none  of  the  three  PSC  modes  are  fully  implemented. 

Additionally,  there  is  no  awarded  contract  for  the  full  PSC  model. 
FY  2001  Target:      To  fully  implement  the  following  three  PSC  operational  models:  a 

functional  model,  data  analysis  model,  and  a  benefit  model.  In 

addition,  our  goal  is  to  award  a  PSC  contract  for  the  fourth  PSC 

operational  model,  a  full  PSC  model. 
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Update 

Information:  We  have  implemented  the  three  PSC  operational  models  and  have 

awarded  the  contract  for  the  fourth  PSC  model.  Goal  Met 

Functional  model: 

Western  Integrity  Center:  awarded  to  CSC  7/14/00  -  fully  operational 
Benefit  Integrity  Support  Center:  awarded  to  EDS  1 1/24/99  -  fully  operational 

Data  Analysis  Model: 

Statistical  Analysis  Center:  awarded  to  DYNCorp.  3/14/00  -  fully  operational 
Benefit  Model: 

Therapy  Service  PSC:  awarded  to  DYNCorp.  8/14/00  -  fully  operational 
Full  PSC  Model: 

DME  PSC:  awarded  to  TriCenturion  1 1/18/00  -  fully  operational  10/01 


(3)  Implement  Program  Safeguards  for  BBA  Provisions    The  Balanced  Budget  Act  of 
1997  (BBA),  created  several  new  programs,  benefits,  and  payment  systems.  Payment 
safeguards  must  be  built  into  each  of  these  prior  to  implementation.  A  variety  of  efforts 
are  underway  within  CMS  to  prevent  fraud  in  these  new  programs  before  it  happens. 
Goal  (3a):  Establish  (1 )  a  national  database  of  State  statutes  concerning  non- 

physician  practitioner  licensure  requirements,  and  (2)  a  process  to 
measure  the  non-physician  practitioner  error  rate. 
Baseline:  Currently,  there  is  no  national  database  of  State  non-physician 

practitioner  licensure  requirements,  nor  is  there  a  claims  payment 
error  rate  for  these  services. 
FY  2001  Target:       Fully  implement  a  national  database  of  State  licensure 

requirements  for  non-physician  practitioners  and  to  pay  90  percent 
of  non-physician  practitioner  claims  correctly. 

We  have  created  a  database  of  State  licensure  requirements.  We 
plan  to  roll  this  information  out  to  the  Medicare  carriers  and  fiscal 
intermediaries  no  later  than  September  2002.  Additionally, 
pending  funds  availability,  with  the  implementation  of  the 
Comprehensive  Error  Rate  Testing  program  we  will  create  a  non- 
physician  practitioner  paid  claims  error  rate.  However,  at  this 
time,  this  project  is  on  hold. 

Create  a  therapy  service  Program  Safeguards  Contractor  (PSC). 
Currently,  no  therapy  service  PSCs  exist,  nor  is  there  an 
established  error  rate  for  therapy  service  claims. 
To  develop  an  error  rate  for  therapy  service  claims. 


Update 
Information: 


Goal  (3b): 
Baseline: 

FY  2001  Target: 
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Update 

Information:  The  Therapy  PSC  contract  was  awarded  to  DYNCorp  on  August 

1 4,  2000.  This  contract  will  end  in  the  fall  of  2002,  however  the 
error  rate  task  was  transferred  to  the  Comprehensive  Error  Rate 
Testing  (CERT)  PSC.  The  CERT  PSC  will  produce  the  first 
therapy  paid  claims  error  rate  for  years  1 998,  1999  and  2000  by 
February  2003 .  In  future  years,  the  error  rate  for  therapy  services 
will  continue  to  be  produced  by  the  CERT  PSC. 


(4)  Promote  Provider  Integrity  ~  Enrolling  only  high  quality  providers  is  key  to  assuring 
program  integrity.  Plans  are  underway  to  develop  stricter  standards  and  stronger 
conditions  of  participation,  conduct  on-site  visits  to  verify  legitimacy  and  compliance 
with  standards,  increase  the  frequency  of  re-enrollment,  create  a  national  provider 
enrollment  database,  establish  surety  bond  requirements,  collect  Social  Security  numbers 
to  improve  accountability,  and  collect  better  ownership  and  financial  solvency 
information. 

Goal:  Improve  the  provider  enrollment  process. 

Baseline:  70  percent  rate  of  return 

FY  2001  Target:       Reduce  the  rate  of  return  by  30  percentage  points  to  40  percent 
Update 

Information:  We  will  not  meet  this  goal  because  we  have  not  been  able  to  take 

the  steps  necessary  in  FY  2001  to  improve  the  enrollment  process. 
First  and  foremost,  while  the  provider  enrollment  form  has  been 
published  in  the  Federal  Register,  the  provider  enrollment 
regulation  has  not  yet  been  published.  We  are  planning  to 
implement  the  new  form  after  final  Federal  Register  publication  of 
both  the  form  and  the  regulation.  Additionally,  due  to  funding 
constraints,  the  Provider  Enrollment  Chain  Ownership  System 
(PECOS)  is  not  yet  implemented.  This  goal  will  continue  as  a 
stand  alone  goal  for  future  years  (See  goal  MIP7-04). 


(5)  Assure  Millennium  Contingency  Planning  -  With  the  advent  of  the  new  millennium, 
Medicare  and  Medicaid  must  continue  to  maintain  fiscal  integrity.  We  formed 
contingency  planning  workgroups  and  conducted  extensive  millennium  related  business 
analysis  and  risk  analysis.  We  spent  Summer  1999  testing  our  contingency  plans.  Goal 
met. 


(6)  Inpatient  Hospital  Care  —  Inpatient  hospital  claims  comprised  at  least  20  percent  of 
the  errors  identified  in  the  FY  1996,  FY  1997,  and  FY  1998  CFO  audits.  These  errors  are 
particularly  significant  because  they  tend  to  be  large  claims.  The  CMS  has  developed  a 
multi-faceted  corrective  action  plan  to  reduce  these  errors,  including  the  development  of 
an  inpatient  claim  Payment  Error  Prevention  Program. 

Goal:  Reduce  the  payment  error  rate  for  inpatient  hospital  claims. 
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Baseline:  2.54  percent  (FY  1 998) 

FY  2001  Target:       2.79  percent. 
Update 

Information:  The  FY  1998  baseline  has  been  established.  The  net  payment  error 

rate  is  approximately  2.54  percent.  The  FY  2000  net  payment 
error  rate  is  2.56  percent.  We  will  continue  to  monitor  this  error 
rate  and  develop  corrective  actions  aimed  at  reducing  the  rate. 
Goal  not  met 


(7)  Congregate  Care  -  Groups  of  beneficiaries  gathered  in  one  place,  such  as  a  skilled 
nursing  facility,  assisted  living  facility,  or  adult  day  care  program,  become  easy  targets 
for  unscrupulous  providers.  Combating  this  type  of  fraud  requires  action  on  a  range  of 
fronts,  and  a  series  of  proposals  is  being  evaluated.  These  include  assessments  of  CMS 
data  and  systems  requirements  necessary  to  understand  these  types  of  abuses,  adjusting 
performance  measures,  and  education  efforts  targeting  congregate  care  facilities. 
Goal:  Develop  a  data  exchange  and  analysis  strategy  to  monitor  the 

services  provided  to  Medicare/Medicaid  beneficiaries  in 

congregate  care  settings. 
Baseline:  System  does  not  currently  exist 

FY  2001  Target:       Develop  and  complete  a  data  exchange  analysis  project  with 
Medicare  contractors  and  Medicaid  State  agencies  to  allow  the 
coordinated  monitoring  of  services  provided  to  Medicare/Medicaid 
beneficiaries  in  congregate  care  settings. 

Update 

Information:  The  CMS  is  contracting  with  National  Heritage  Insurance 

Corporation  (NHIC)  to  conduct  data  matching  and  associated  fraud 
and  abuse  review  activities,  utilizing  data  it  presently  warehouses 
from  both  Medicare  and  Medicaid  programs  operating  in  the  State 
of  California.  The  computer  matching  agreement  has  been 
approved,  however,  the  congregate  care  project  proposal  is 
currently  on  hold  pending  funds  availability. 


(8)  Manafied  Care  -  This  initiative  consists  of  three  types  of  tasks:  1)  implementation  of 
Medicare+Choice  (M+C)  program  integrity  provisions  as  required  under  the  Balanced 
Budget  Act  of  1 997,  2)  ongoing  monitoring  of  M+C  contractors,  and  3)  development  of  a 
Statement  of  Work  (SOW)  for  one  or  more  managed  care  program  safeguard  contractors 
(PSCs).  The  purpose  of  this  goal  is  to  fully  implement  two  new  types  of  contractors— the 
Enrollment  Certification  Contractor  and  the  Managed  Care  PSC(s)~to  assist  us  in 
accomplishing  the  three  tasks  defined  in  the  Managed  Care  Program  Integrity  initiative. 
Goal:  Creating  Additional  Contractors  for  Managed  Care. 

Baseline:  Currently  there  is  no  Enrollment  Certification  Contractor  (ECC) 

and  there  are  no  Managed  Care  PSCs. 
FY  2001  Target:       Fully  implement  the  Enrollment  Certification  Contractor  and  the 

Managed  Care  PSCs. 
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Update 

Information:  On  November  22,  2000  CMS  awarded  a  contract  to  CMRI,  a  PSC 

contractor,  to  perform  managed  care  payment  validation  work. 
Additionally,  CMS  met  its  goal  and  awarded  contracts  to  eight 
Medicare  Managed  Care  Program  Integrity  Contractors.  There 
will  not  be  a  separate  procurement  for  an  Enrollment  Certification 
Contractor.  Instead,  this  work  will  be  assumed  by  the  Medicare 
Managed  Care  Program  Integrity  Contractors.  Goal  met. 


(9)  Community  Mental  Health  Centers  -  The  CMS  plans  a  series  of  actions  to  strengthen 
oversight  over  this  benefit.  We  have  already  begun  a  site-visit  program  to  assess  the 
compliance  of  CMHCs  with  Medicare  rules,  and  plan  to  continue  this  effort.  We  will  be 
issuing  a  clarification  of  the  requirements  applicable  to  CMHCs  entering  the  program  and 
subjecting  new  applicants  to  increased  scrutiny,  intensifying  medical  review  for  partial 
hospitalization  claims,  and  increasing  our  audits  of  CMHC  cost  reports. 
Goal:  Reduce  the  payment  error  rate  for  Community  Mental  Health 

Center  (CMHC)  Partial  hospitalization  Claims. 
Baseline:  90  percent  error  rate  in  1 996 

FY  2001  Target:       39  percent  error  rate 
Update 

Information:  The  CMS  has  fully  implemented  its  10-point  plan  to  address  the 

abuses  identified  in  the  CMHC  setting.  Based  on  the  success  of 
these  efforts  we  expect  to  meet  our  error  rate  reduction  target  for 
FY  2001.  Pending  funding  availability,  a  PSC  will  re-evaluate  the 
CMHC  error  rate  for  FY  2001 . 


(10)  Nursing  Homes  -  The  CMS  plans  several  steps  to  improve  the  quality  of  care  in  the 
nursing  home  setting.  We  will  impose  sanctions  more  swiftly  and  increase  the  number  of 
site  inspections  for  repeat  offenders,  enhance  Federal  review  and  training  for  State 
inspection  agencies,  and  continue  building  our  national  automated  data  system.  Survey 
results  will  be  posted  on  the  Internet  to  increase  accountability  and  flag  problem 
providers  for  families  and  the  public. 


Goal: 

Baseline: 

FY  2001  Target: 

Update 

Information: 

Goal: 

Baseline: 


Decrease  the  prevalence  of  pressure  ulcers  in  nursing  homes.  (For 
additional  information,  see  goal  QSC2-04). 
9.8  percent 

9.6  percent  prevalence  of  pressure  ulcers  in  nursing  homes 
See  QSC2-04. 

Decrease  the  prevalence  of  restraints  in  nursing  homes.  (For 
additional  information,  see  goal  QSC1-04). 
1996  -  The  mean  prevalence  of  the  use  of  physical  restraints 
among  all  nursing  homes  in  CY  1996  was  17.2  percent. 
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FY  2001  Target:      Maintain  a  prevalence  of  the  use  of  physical  restraints  at  less  than 

10  percent. 
Update  Information:  See  QSC1-04. 
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Performance  Goal  MIP5-03 

Improve  the  Process  of  Credit  Balance  Recoveries 
{Discontinued  after  FY  2003) 


Baseline:  Incomplete  information  regarding  credit  balance-reporting  process. 

FY  2003  Target:  To  fully  implement  revised  processes  and  controls  in  contractor  credit 

balance  activities.  

FY  2002  Target:  Develop  improved  processes  and  controls  to  be  utilized  by  all  contractors 
to  ensure  consistency  and  timely  recoveries. 

Performance:  Goal  met.  Developed  improved  processes.  These  processes  are  going 

through  internal  clearance  prior  to  full  implementation  in  FY  2003.  

FY  2001  Target:  Gather  information  on  1)  provider  credit  balance  identification, 
submission  and  resolution  process;  and  2)  contractor  monitoring  and  resolution  of  credit 
balances. 

Performance:  Goal  met.  A  Final  Review  Summary  Report  and  a  Final  Summary 
Management  Overview  Report  are  now  available. 

Discussion:  Studies  performed  by  CMS  and  the  Office  of  Inspector  General  (OIG) 
indicate  that  approximately  90  percent  of  credit  balances  are  mainly  attributable  to 
provider  billing  practices.  The  intent  of  the  mandatory  Medicare  credit  balance  reporting 
requirements  is  to  ensure  that  Medicare  properly  recovers  improper  or  excess  program 
payments  resulting  from  patient  billing  or  claims  processing  errors.  Providers  must: 
1)  maintain,  during  the  admission  process,  a  system  that  identifies  any  primary  payers 
other  than  Medicare,  so  that  incorrect  oilling  and  Medicare  overpayments  can  be 
prevented;  2)  bill  other  primary  payers  before  billing  Medicare  except  in  certain  liability 
situations;  and  3)  reimburse  Medicare  within  60  days  if  the  provider  receives  payment  for 
the  same  services  from  another  payer.  The  HCFA-838  report  must  be  completed 
quarterly  by  all  hospitals  and  other  health  care  facilities  participating  in  the  Medicare 
program  to  help  ensure  that  monies  owed  to  the  Medicare  program  are  repaid  in  a  timely 
manner. 

Providers  who  fail  to  follow  these  requirements  risk  losing  participation  in  the  Medicare 
program.  Additionally,  CMS  instructions,  in  combination  with  regulations,  furnish  fiscal 
intermediaries  (FIs)  with  the  authority  to  sanction  providers  by  suspending  program 
payments  if  providers  do  not  report  credit  balances  on  a  quarterly  basis.  Medicare 
instructions  require  providers  to  follow  specific  procedures  for  credit  balance  reporting  in 
order  to  guarantee  recovery  of  any  reported  credit  balances. 

The  CMS's  initial  review  of  the  FI  quarterly  credit  balance  reports  indicated  that  a  high 
percentage  of  providers  submit  the  HCFA-838  with  a  zero  dollar  credit  balance.  This  is 
possible  because  the  HCFA-838  provides  a  "snapshot"  of  the  provider's  credit  balance 
activities  rather  than  an  ongoing  view.  However,  CMS  is  vulnerable  under  this  snapshot 
approach  because  it  has  no  way  to  determine  whether  or  not  a  zero  balance  on  the  HCFA- 
838  represents  a  very  tightly  run  system  or  a  provider  that  cleans  up  its  credit  balance 
accounts  immediately  before  submitting  the  HCFA-838  each  quarter  (including  situations 
where  a  provider  zeroes  out  its  credit  balances,  but  does  not  make  appropriate  refunds  to 
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the  Medicare  program).  The  CMS  has  identified  instances  where  providers  received  two 
payments  for  the  same  service,  but  the  provider  reported  a  zero  dollar  credit  balance 
during  that  period.  Additionally,  we  identified  providers  that  submitted  the  HCFA-838 
timely  and  identified  a  credit  balance,  but  did  not  submit  adjustment  requests  or  send  in  a 
check  as  repayment. 

Providers  that  do  not  adhere  to  the  reporting  requirements  of  the  credit  balance  report 
reduce  potential  savings  to  the  Trust  Funds.  Due  to  limited  resources  and  funding 
available  to  CMS,  only  a  small  percentage  of  providers  can  be  audited  each  year.  Credit 
balance  reports  may  not  be  audited  or  reviewed  for  several  years  because  they  are  only 
audited  during  onsite  reviews. 

Currently,  CMS  has  no  database  with  information  specific  to  credit  balance  recoveries. 
This  includes  a  lack  of  data  on  the  timeframe  within  which  reported  credit  balances  are 
recovered  through  adjustment  or  payment  by  check. 

Approaches  include:  1 )  provider  education  (as  well  as  attorney  and  insurer  education); 

2)  instructions  to  the  FIs  to  strengthen  their  analysis  of  the  credit  balance  reporting 
overall  and  to  specifically  look  at  providers  with  a  continuous  zero  dollar  credit  balance; 

3)  an  increase  in  field  audits  with  a  strengthened  review  of  credit  balance  reporting 
overall,  including  special  emphasis  on  those  providers  with  continuous  zero  dollar  credit 
balance  reporting;  and  4)  use  of  an  independent  contractor  for  data  collection  and 
analysis. 

To  reach  our  FY  2001  target,  a  consulting  firm  was  used  for  data  collection  and  analysis 
of  6  regional  offices,  6  fiscal  intermediaries  and  24  providers.  The  methodology, 
observations,  summaries  and  recommendations  are  now  available  in  a  Final  Review 
Summary  Report  and  a  Final  Summary  Management  Overview  Report  for  use  by  CMS  in 
the  improvement  of  the  credit  balance  recovery  process. 

To  reach  our  FY  2002  target  we  revised  instructions  to  both  the  contractor  and  the 
provider  to  ensure  a  clear  understanding  of  each  party's  role  and  responsibility  in  the 
credit  balance  process.  These  revised  instructions  are  under  internal  review.  We  plan  to 
issue  and  implement  them  in  FY  2003.  Firms  that  specialize  in  identifying  provider  debts 
to  third  party  payers  have  argued  that  providers  frequently  fail  to  identify  and  repay  debts 
to  Medicare.  In  order  to  gather  evidence  of  this  statement,  CMS  had  executed  task  orders 
with  two  recovery  contractors  under  contract  with  the  General  Services  Ad^ninistration 
(GSA)  for  government  wide  debt  identification  and  collections  activities.  These  recovery 
contractors  were  to  audit  selected  hospitals  to  identify  credit  balances  identified  by  the 
hospital  but  previously  unreported  to  Medicare.  The  contractors  were  allowed  to  select  a 
total  of  ten  hospitals  from  a  list  supplied  by  CMS.  One  of  the  contractors  asked  to  be 
released  from  the  contract  after  auditing  only  three  hospitals  and  finding  no  unreported 
credit  balances.  The  other  contractor  did  complete  its  audit  of  10  hospitals  and  was  able 
to  identify  some  unreported  credit  balances.  However,  the  number  of  unreported  credit 
balances  identified  and  the  dollar  amounts  do  not  substantiate  the  need  for  further 
contracting  of  this  function. 
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Coordination:  The  CMS,  and  the  FIs  will  coordinate  and  monitor  the  efforts  on  this 
GPRA  goal. 

Data  Source(s):  Any  increased  recoveries  will  be  reflected  within  financial  statements 
as  well  as  savings  reports.  A  Final  Review  Summary  Report  and  Final  Summary 
Management  Overview  Report  prepared  by  an  independent  contractor  are  now  available. 
We  will  investigate  the  possibility  of  implementing  tracking  requirements  specific  to 
credit  balance  recoveries. 

Verification  and  Validation:  We  rely  on  our  contractors  to  report  on  their  progress  with 
credit  balance  activities.  Their  performance  and  data  are  evaluated  through  our 
Contractor  Performance  Evaluation  Program. 
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Performance  Goal  MIP6-04 
Assess  Program  Integrity  Customer  Service 


Baseline:  Program  integrity  customer  service  surveys  are  new;  therefore  baseline  data  do  not 
exist 


FY  2004  Target:  A  survey  of  providers  and  beneficiaries  will  be  conducted.  Data  from  the 
survey  will  be  used  to  identify  weaknesses  and  develop  a  corrective  action  plan  to  deal  with 
those  weaknesses. 


FY  2003  Target:  A  survey  of  providers  and  beneficiaries  will  be  conducted.  Data  from  the 
survey  will  be  used  to  identify  weaknesses  and  develop  a  corrective  action  plan  to  deal  with 
those  weaknesses.  

FY  2002  Target:  A  survey  of  providers  and  beneficiaries  will  be  conducted.  Targets  and  a 
baseline  will  be  developed  from  these  data. 

Performance:  Goal  met.  A  corrective  action  plan  has  been  developed. 


Discussion:  The  CMS  is  developing  a  goal  to  measure  and  ultimately  improve  customer 
satisfaction  with  the  manner  in  which  our  program  integrity  (PI)  activities  are  conducted. 
This  goal  focuses  on  CMS's  PI  activities  with  respect  to  two  distinct  groups:  the  provider 
community  and  the  beneficiary  community. 

The  provider  community  interacts  with  CMS  and  its  contractors  in  many  ways.  The 
enrollment  process  is  viewed  as  burdensome  by  many  providers  due  to  the  amount  of 
information  that  must  be  supplied.  Providers  have  voiced  concern  that  they  do  not 
receive  consistent  feedback  from  CMS  and  its  contractors  regarding  billing  issues.  They 
have  expressed  concern  that  simple  billing  errors  can  result  in  criminal  findings.  With 
respect  to  the  provider  community,  the  aim  of  this  goal  is  to  ensure  that  the  subject  of  a 
Pi-related  review  is  satisfied  with  the  manner  in  which  their  case  was  handled,  even 
though  they  may  not  be  satisfied  with  the  outcome. 

The  CMS,  in  partnership  with  the  American  Association  for  Retired  Persons  (AARP),  has 
encouraged  beneficiaries  to  be  aware  of  services  billed  on  their  behalf  and  to  report  any 
instances  of  suspected  fraud.  In  many  cases  the  beneficiary  is  reluctant  to  contact  CMS 
or  the  contractor  about  a  provider.  They  may  fear  retaliation  or  have  loyalties,  which 
create  ambivalence.  With  respect  to  the  beneficiary  community,  this  goal  will  strive  to 
ensure  that  their  contacts  are  handled  in  a  courteous,  professional  and  attentive  manner. 

In  pursuit  of  this  goal,  a  contractor  will  coordinate  focus  groups,  develop  and  perform 
surveys,  and  assist  Medicare  contractors  in  the  development  of  customer  service  plans. 
The  surveys  will  include,  but  not  be  limited  to,  provider  enrollment  activities,  providers 
who  have  been  the  subject  of  medical  reviews  and  cost  report  audits,  and  beneficiaries 
who  have  reported  Medicare  fraud  complaints. 
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Once  the  survey  and  focus  group  data  collection  is  complete,  we  will  analyze  the  results 
and  develop  specific  measures  for  this  goal.  The  measures  will  quantify  and  track 
responses  to  survey  questions  and  issues  raised  in  focus  groups.  The  results  will  help  us 
determine  the  areas  in  which  we  should  improve  our  service  delivery. 

Coordination:  The  CMS  will  work  closely  with  its  contractors  and  other  stakeholders 
(e.g.,  AARP,  American  Medical  Association,  American  Hospital  Association)  in  carrying 
out  this  goal. 

Data  Source:  Information  collected  from  focus  groups  and  surveys  will  be  the  primary 
data  source  for  this  goal. 

Verification  and  Validation:  The  contractor  carrying  out  the  surveys  and  focus  groups 
will  be  responsible  for  implementing  quality  assurance  and  standard  protocols  to  ensure 
reliability  of  the  data. 
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Performance  Goal  MIP7-04 
Improve  the  Provider  Enrollment  Process 


Baseline:  Current  data  sources  for  information  on  the  enrollment  process  are  limited,  which  is  why  v. 
are  developing  a  national  enrollment  system. 

FY  2004  Target:  Continued  implementation  of  PECOS  and  revalidating  25  percent  of  Part  A  and 
Part  B  providers/suppliers  currently  enrolled  in  the  Medicare  program  using  the  new  streamlined 
process.  

FY  2003  Target:  Implementation  of  PECOS  and  revalidating  20  percent  of  Part  A  providers  currentl 
enrolled  in  the  Medicare  program  using  a  new  streamlined  process.  This  revalidation  target  will  help 
capture  those  providers  that  entered  Medicare  using  the  CMS-855  enrollment  form  or  that  entered 
Medicare  prior  to  the  use  of  the  CMS-855  enrollment  form. 

FY  2002  Target:  Develop  PECOS,  implement  the  revised  CMS-855  enrollment  form  and  the 
regulation  pertaining  to  establishing  and  maintaining  billing  privileges. 

Performance:  PECOS  was  made  available  on  July  29,  2002,  for  the  fiscal  intermediaries  to  begin 
populating  the  system  with  data  from  new  applications  (Goal  met).  The  regulation  is  in  the  final  stagt 
of  the  clearance  process  and  the  revised  CMS-855  forms  are  pending  the  release  of  the  regulation.  (G< 
not  met.) 


Discussion:  This  goal  is  aimed  at  improving  the  certified  provider  enrollment  process  at 
the  Medicare  contractors.  One  of  our  Y  ?y  program  integrity  goals  is  to  ensure  we  make 
payments  to  legitimate  providers.  This  reduces  the  resources  necessary  to  chase  after 
improper  payments.  The  goal  of  provider/supplier  enrollment  is  to  ensure  that  only 
qualified  and  legitimate  individuals  and  entities  receive  the  right  to  participate  in  the 
Medicare  program. 

By  the  end  of  FY  2002,  we  intend  to  have  a  streamlined  and  more  uniform  process  of 
revalidating  applications  from  certified  providers  for  Medicare  that  will  continue  to 
promote  the  type  of  payment  safeguards  we  implemented  in  1996-1997  with  the  first 
nationally  standardized  enrollment  application  process. 

With  the  implementation  of  the  new  CMS-855s,  the  Provider  Enrollment  Chain 
Ownership  System  (PECOS),  and  the  "Enrollment  Regulation,"  CMS  and  its  contractors 
will  have  the  ability  to  obtain  a  complete  nationally  formulated  online  standard  history  of 
any  provider  or  supplier  that  has  or  had  a  business  relationship  with  the  Medicare 
program  and  the  role  or  roles  the  individual  or  organization  played  in  that  relationship 
(e.g.,  physician,  owner,  manager,  billing  agent,  etc.). 

Coordination:  The  CMS  will  work  closely  with  its  Medicare  payment  contractors  in 
carrying  out  the  activities  associated  with  this  goal. 

Data  Source(s):  Current  data  sources  for  information  on  the  enrollment  process  are 
limited,  which  is  why  we  are  developing  a  national  enrollment  system.  For  this  goal,  we 
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(Provider/Supplier  Enrollment  Application)  into  PECOS.  As  all  new  enrollments  are 
entered  into  PECOS,  PECOS  will  track  the  workflow  from  data  entry  to  final  disposition. 
PECOS  is  expected  to  be  implemented  for  the  fiscal  intermediaries  by  the  close  of 
FY  2002  and  for  the  carriers  by  the  second  quarter  FY  2003. 

Verification  and  Validation:  We  use  annual  contractor  performance  evaluation 
protocol  to  assess  Medicare  contractor  provider  enrollment  activities.  PECOS  data  will 
be  verified  during  annual,  onsite  surveys  of  contractors. 
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Performance  Goal  MIP8-04 

Improve  the  Effectiveness  of  die  Administration  of  Medicare  Secondary  Payer 
(MSP)  Provisions  by  Increasing  me  Number  of  Voluntary  Data  Match  Agreements 
with  Insurers  or  Employers 


Baseline:  As  of  FY  2002,  CMS  has  negotiated  six  (6)  Voluntary  Data  Match  Agreements 

(VDMAs)  with  employers  and  insurers  

FY  2004Target:  Sign  two  (2)  additional  VDMAs.  | 

Discussion:  The  purpose  of  this  goal  is  to  increase  the  number  of  VDMAs  that  CMS  has 
with  large  employers  and  insurers  for  the  purpose  of  exchanging  employer  or  insurer 
health  plan  enrollment  information  for  Medicare  eligibility  information.  These  data 
exchanges  allow  CMS  to  identify  those  Medicare  beneficiaries  who  have  group  health 
coverage  via  their  employment  or  via  their  spouse's  employment.  Medicare  pays 
secondary  in  those  situations  where  the  beneficiary  has  group  health  plan  coverage  based 
on  his/her  own,  or  a  family  member's  current  employment.  The  VDMA  allows  CMS  to 
receive  this  health  plan  coverage  information  from  employers  or  insurers  on  a  current 
(quarterly)  basis,  which  enables  Medicare  to  correctly  process  Medicare  claims  for 
primary  or  secondary  payment.  For  employers,  a  VDMA  can  be  used  to  satisfy  Lheir 
statutory  obligation,  under  42  U.S.C  §  1395y(b)(5)(c),  to  complete  questionnaires 
resulting  from  the  IRS/SSA/CMS  Data  Match  process;  and  to  provide  thai  information  to 
CMS  on  a  more  current  basis. 

Employers  and  insurers  often  do  not  know  if  their  non-working  enrollees  under  the  age  of 
65  also  have  Medicare  coverage,  so  they  continue  to  make  primary  payments  for 
individuals  for  whom  Medicare  is  primary.  The  VDMA  also  allows  employers  and 
insurers  to  receive  Medicare  eligibility  information  for  their  insured  who  are  not  currently 
working.  As  part  of  the  VDMA  process,  employers/insurers  can  send  CMS  basic 
identifying  information  on  an  individual  they  insure  and  CMS  can  identify  those  people 
entitled  to  Medicare  including  basic  entitlement  information  such  as  periods  of 
entitlement  and  the  beneficiary's  Health  Insurance  Claim  Number. 

The  quarterly,  mutual  exchange  of  employee/insurer  coverage  information  for  Medicare 
eligibility  information  enables  all  parties  to  correctly  process  claims  for  primary  and 
secondary  payment  Additional  benefits  to  CMS  include:  (1)  a  significant  reduction  in 
costs  and  administrative  efforts  associated  with  dispute  resolution  and  recovery  of 
mistaken  primary  payments,  (2)  lower  long  term  operating  costs  for  collection  and 
storage  of  employer  coverage  data  than  via  the  IRS/SSA/CMS  Data  Match  Project, 
(3)  more  accurate  coverage  data  on  a  current  basis  and  (4)  increased  customer  service  to 
beneficiaries  and  our  Medicare  partners. 

Many  of  the  advantages  of  VDMAs  to  CMS  also  apply  to  employers/insurers.  An 
additional  significant  advantage  for  employers  is  that,  if  they  sign  a  VDMA,  they  are 
excused  from  completing  the  annual  IRS/SSA/CMS  Data  Match  Questionnaire. 
Employers  complain  that  the  IRS/SSA/CMS  Data  Match  can  be  costly,  is  difficult  to  plan 
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and  budget  for,  and  requires  them  to  retrieve  archived  coverage  information.  Many 
employers  have  asked  if  there  is  a  better  way  they  could  provide  CMS  with  employee  and 
spousal  coverage  information.  The  alternative  is  signing  a  VDMA.  The  CMS  also 
benefits  from  having  the  employer  submit  employee  coverage  information  via  the 
VDMA.  Rather  than  waiting  the  up  to  two  and  a  half  years  it  takes  to  identify  potential 
working  beneficiaries  and  their  spouses  via  the  IRS/SSA/CMS  Data  Match,  CMS  gets 
current  coverage  data  every  quarter  directly  from  the  employer/insurer.  As  previously 
stated,  more  timely  coordination  of  benefits  reduces  expense  and  hassle  to  CMS,  our 
partners  and  Medicare  beneficiaries  associated  with  CMS's  attempts  to  recover  mistaken 
Medicare  primary  payments  by  enabling  Medicare  to  pay  correctly  the  first  time  a  claim 
is  submitted  for  payment. 

The  CMS  has  made  great  strides  to  sign  VDMAs  with  large  employers/insurers.  The 
resources  required  to  electronically  exchange  information  with  CMS  on  a  cost  effective 
basis  limit  the  potential  market  for  VDMAs  to  very  large  employers  and  insurers. 
Currently,  CMS  has  four  signed  employer  VDMAs  (AT&T,  Lucent  Technologies, 
General  Electric,  and  Ford  Motor  Company),  and  is  actively  negotiating  with  several 
others.  The  CMS  currently  has  one  signed  insurer  voluntary  agreement  with  Uniprise 
(United  Health  Care  Insurance  Company  of  New  York  -  Empire  Plan  for  Hospitals)  and 
one  agreement  that  has  been  signed  by  over  forty  private-side  BCBSA  Plans.  With  the 
recent  signing  of  the  BCBSA  and  Uniprise  agreements  covering  such  a  large  enrollee 
population,  we  anticipate  CMS  will  sign  additional  insurer  agreements.  Inquiries  have 
increased  from  other  large  insurers  which  represent  significant  sources  of  MSP 
information. 

In  addition  to  numerous  print,  mail  and  website  promotions  of  VDMAs,  CMS  and  the 
Coordination  of  Benefits  (COB)  Contractor  have  hosted  or  participated  in  numerous 
employer  conferences  and  outreach  programs.  Due  to  these  marketing  efforts  and  word 
of  mouth  from  current  participants,  requests  for  information  about  VDMAs  has 
increased. 

Coordination:  The  CMS  will  continue  to  work  with  its  COB  Contractor  and  other 
private  and  public  partners  to  develop  new  ways  of  marketing  VDMAs.  The  mutual 
benefits  of  these  agreements  help  VDMAs  to  sell  themselves  to  larger  employers  and 
insurers.  However,  given  the  size  of  the  entities  CMS  seeks  for  this  effort  and  the 
systems  changes  they  must  make  to  participate  in  this  electronic  data  exchange,  these 
agreements  are  usually  protracted,  with  many  internal  and  external  variables  affecting 
how  many  can  be  finalized  in  a  given  period.  The  CMS  will  continue  to  supervise  the 
COB  Contractor's  promotion  of  VDMAs  to  employers/insurers  as  an  alternative  to  the 
IRS/SSA/CMS  Data  Match  and  will  monitor  and  actively  support  the  efforts  toward 
achieving  this  GPRA  goal. 

Data  Source(s):  The  CMS  receives  the  Medicare  Secondary  Payer  (MSP)  data  from 
those  entities,  identified  above,  that  currently  have  a  VDMA  with  CMS.  The 
employer/insurer  sends  its  files  to  the  COB  Contractor  for  processing  in  the  prescribed 
CMS  format,  and  files  containing  information  on  covered  working  individuals  are 
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transferred  to  CMS.  The  COB  Contractor  also  processes  the  separate  eligibility  inquiry 
file  sent  by  employers/insurers  through  the  Enrollment  Data  Base  to  obtain  the  necessary 
Medicare  entitlement  information.  The  CMS  does  not  use  any  of  the  data  submitted  in 
the  employers  eligibility  inquiry  file  to  update  any  of  Medicare's  records.  Each  file 
submission  results  in  its  own  separate  response  file  being  sent  back  to  the  employer. 

Verification  and  Validation:  The  COB  Contractor  edits  and  validates  the  data  received 
by  the  employers/insurers  through  multiple  independent  processes  before  uploading  any 
new  MSP  information  to  the  Common  Working  File,  a  CMS  database  used  in  the  claims 
adjudication  process.  All  records  with  an  error  are  identified  and  sent  back  to  the 
employer/plan  indicating  why  the  record  could  not  be  processed.  Records  that  do  not 
contain  errors  are  processed  accordingly. 
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Performance  Goal  MIP9-04 
Reduce  the  Medicare  Contractor  Error  Rate 


Baseline:  Developmental. 
FY  2004:  Set  Baseline 


Discussion:  The  CMS  implemented  the  Comprehensive  Error  Rate  Testing  (CERT) 
program  in  2002  and  is  using  the  CERT  methodology  to  develop  the  national  fee-for- 
service  error  rate  with  greater  precision  than  the  previous  OIG  audit  method.  In  addition, 
CERT  will  produce  contractor,  provider  and  benefit-specific  error  rates.  The  CERT 
program  will  provide  substantially  greater  detail  and  analysis  of  vulnerabilities  in  the 
current  system,  which  will  help  focus  corrective  actions. 

CERT  is  a  tool  that  CMS  wants  contractors  to  use  to  develop  their  medical  review  and 
provider  education  and  training  strategies.  Contractors  receive  a  monthly  error  rate 
report  from  the  CERT  contractor  and  can  use  the  information  on  a  monthly  basis  to  look 
for  trends  and  outliers.  CERT  will  be  used  to  establish  the  baseline  error  rates.  Once  a 
baseline  is  created,  CMS  will  be  able  to  track  whether  the  corrective  actions  undertaken 
by  the  contractor  are  affecting  their  error  rate.  CERT  is  being  used  in  the  contractor 
performance  based  contracting  pilots  as  a  metric. 

For  each  Medicare  contractor,  Medical  -  will  conduct  reviews  for  a  statistically  valid 
sample  of  claims  and  determine  whether  the  contractor  paid  the  claim  accurately.  The 
review  will  determine  whether  health  care  providers  were  underpaid  or  overpaid  for  the 
sampled  claims.  The  results  will  reflect  not  only  the  contractor's  performance,  but  also 
the  billing  practices  of  the  health  care  providers  in  their  region. 

The  results  will  lead  to  a  contractor-specific  error  rate  that  Medicare  will  track  to  promote 
improvements.  Contractors  will  then  develop  targeted  corrective  action  plans  to  reduce 
payment  errors  through  provider  education,  claims  review  and  other  activities. 

By  FY  2008,  CMS  intends  to  have  all  Medicare  claims  processed  by  contractors  that 
have  an  error  rate  of  5  percent  or  less.  Critically  important  in  reducing  the  contractor 
error  rate  is  determining  the  root  causes  of  error.  Some  errors  may  be  caused  by  claims 
processing  systems,  unclear  policies  or  CMS  technical  requirements.  The  CMS  will  use 
the  information  obtained  through  this  process  to  revise  policies  and  instructions,  and 
institute  systems  changes,  as  well  as  use  CERT  as  a  measure  of  performance. 

Our  goal  by  FY  2008  is  for  all  Medicare  contractors  to  have  an  error  rate  of  5  percent  or 
less.  We  are  proposing  the  following  annual  targets: 

FY  2005:       25  percent  of  Medicare  claims  will  be  processed  by  contractors  who  have 
a  5  percent  or  better  error  rate; 
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FY  2006:       50  percent  of  Medicare  claims  will  be  processed  by  contractors  who  have 

a  5  percent  or  better  error  rate; 
FY  2007:       75  percent  of  Medicare  claims  will  be  processed  by  contractors  who  have 

a  5  percent  or  better  error  rate. 

Once  baseline  data  is  received,  CMS  will  evaluate  these  targets  and  modify  as  necessary 
to  meet  the  primary  goal. 

Coordination:  We  will  continue  to  work  with  OIG,  our  program  safeguard  contractors 
(PSC),  and  our  Medicare  contractors  to  develop  the  projects  identified  in  this  goal. 

Data  Source:  Contractors  receive  a  monthly  error  rate  report  from  the  CERT  contractor 
and  can  use  the  information  on  a  monthly  basis  to  look  for  trends  and  outliers. 

Verification  and  Validation:  The  CMS  verifies  contractor  performance  and  data 
through  its  Contractor  Performance  Evaluation  program.  In  addition,  the  OIG  will 
complete  an  audit  of  CERT  on  an  annual  basis  to  ensure  compliance  with  the  stated  error 
rate  process. 


VI-111 


1095 


MEDICARE  INTEGRITY  PROGRAM 


Performance  Goal  MIP10-04 


Improve  the  Medicare  Provider  Compliance  Rate 


Baseline:  Developmental 

FY  2004:  Set  baseline. 

Discussion:  The  Provider  Compliance  Rate  (PCR)  is  a  method  of  determining  a 
"compliance  rate"  among  providers  based  upon  a  random  sample  of  submitted  claims. 
The  sampled  claims  are  subjected  to  detailed  medical  review  and  a  compliance  rate  is 
calculated  based  upon  the  dollar  value  ratio  of  valid  claims  submitted  correctly  to  total 
claims.  PCR  was  implemented  during  FY  2001  as  part  of  the  Comprehensive  Error  Rate 
Testing  (CERT)  program  at  all  Medicare  contractors.  PCR  is  expected  to  further  enhance 
medical  review  effectiveness  and  promote  provider  compliance. 

CERT  is  a  tool  that  CMS  wants  contractors  to  use  to  develop  their  medical  review  and 
provider  education  and  training  strategies.  Contractors  receive  a  monthly  error  rate 
report  from  the  CERT  contractor  and  can  use  the  information  on  a  monthly  basis  to  look 
for  trends  and  outliers.  CERT  will  be  used  to  establish  the  baseline  provider  compliance 
rates.  Once  a  baseline  is  created  CMS  will  be  able  to  track  whether  or  not  the  corrective 
actions  undertaken  by  the  contractor  are  affecting  their  provider  compliance  rate  with 
providers. 

Our  goal  by  2008  is  to  significantly  improve  the  provider  compliance  rate.  We  are 
proposing  the  following  annual  targets: 

2005:  Increase  the  PCR  20  percent  over  the  2004  level. 
2006:  Increase  the  PCR  20  percent  over  the  2005  level. 
2007:  Increase  the  PCR  20  percent  over  the  2006  level. 

Once  baseline  data  is  received,  CMS  will  evaluate  these  targets  and  modify  as  necessary 
to  meet  the  primary  goal. 

Coordination:  We  will  continue  to  work  with  OIG,  our  PSC  contractors,  and  our 
Medicare  contractors  to  develop  the  projects  identified  in  this  goal. 

Data  Source:  Contractors  receive  a  monthly  error  rate  report  from  the  CERT  contractor 
and  can  use  the  information  on  a  monthly  basis  to  look  for  trends  and  outliers. 

Verification  and  Validation:  The  CMS  verifies  contractor  performance  and  data 
through  its  Contractor  Performance  Evaluation  program.  In  addition,  the  OIG  will 
complete  an  audit  of  CERT  on  an  annual  basis  to  ensure  compliance  with  the  stated  error 
rate  process. 
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Performance  Goal  27-00 

Reduce  the  Percentage  of  Medicare  Home  Health  Services  Provided  for  which 
Improper  Payment  is  Made 
(Discontinued  after  FY  2000) 


Baseline:  A  1997  report  by  the  HHS  Office  of  the  Inspector  General  (OIG)  on  home  health 
agencies  revealed  that,  in  four  of  the  five  States  reviewed  by  the  OIG  as  part  of  Operation 
Restore  Trust  (ORT),  payments  for  40  percent  of  Medicare  home  health  services  should  not 
have  been  made.  In  generating  this  report,  the  OIG  reviewed  a  sample  of  1995  and  1996  paid 
claims  data  collected  over  a  15  month  period  which  ended  March  31,  1996. 
FY  2000  Target:  Reduce  the  home  health  error  rate  from  35  to  10  percent  in  California, 
Illinois,  New  York,  and  Texas  by  taking  specific  corrective  actions,  including  implementing 
the  home  health  provisions  of  the  Balanced  Budget  Act  of  1997. 

Performance:  Goal  not  met.  

FY  1999  Target:  Reduce  the  home  health  error  rate  from  40  percent  to  35  percent. 
Performance:  Goal  met. 

Discussion:  In  1997,  the  OIG  of  the  Department  of  Health  and  Human  Services  (HHS) 
reported  that  nearly  40  percent  of  home  health  services  provided  in  California,  Illinois, 
New  York,  and  Texas  (which  in  1 995  represented  nearly  28  percent  of  all  nationwide 
home  health  agency  reimbursements)  did  not  meet  the  Medicare  requirements  for 
payment.  Further,  the  report  examined  paid  home  health  claims  to  determine  whether 
services  were  delivered  and  if  they  met  Medicare's  criteria  for  payment.  A  random 
sample  of  claims  during  the  15-month  period  ending  March  31,  1996  was  reviewed, 
indicating  specifically  from  on-site  OIG  staff  reviews,  that  claims  were  improperly  paid. 

In  FY  1999,  the  OIG  repeated  its  evaluation  of  home  health  claims,  using  a  sample  of 
paid  home  health  claims  from  January  1,  1998  to  September  30,  1998  in  the  same  four 
States,  and  determined  that  CMS's  activities  successfully  reduced  the  home  health  claims 
payment  error  rate  from  40  percent  to  19  percent,  exceeding  the  CMS  goal  of  reducing 
the  error  rate  in  1 998  to  35  percent. 

To  accomplish  this  goal,  CMS  developed  and  implemented  tools  to  fight  fraud  and  abuse 
in  the  Medicare  home  health  program  that:  strengthened  the  Agency's  ability  to  identify 
problem  home  health  agencies;  prevented  them  from  entering  into  the  program;  reduced 
losses  to  the  Medicare  program  due  to  problem  home  health  agencies;  and,  prevented 
inappropriate  payments  to  providers  by  restructuring  coverage  and  payment  for  home 
health  services. 

In  FY  2001,  CMS  replicated  the  OIG  evaluation  of  home  health  claims  for  a  third  and 
final  time,  using  a  sample  of  paid  home  health  claims  from  January  1,  1999  to 
September  30,  1 999  in  the  same  four  States,  to  determine  if  CMS's  activities  further 
reduced  the  rate  of  improper  payment.  Results  indicate  that  the  error  rate  was  not 
reduced  further,  that  in  fact  the  error  rate  increased  by  approximately  10  percent  resulting 
in  a  home  health  claims  payment  error  rate  of  29.5  percent.  We  believe  that  the  increased 
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error  rate  may  be  due  to  changes  in  provider  behavior  in  anticipation  of  the 
implementation  of  the  home  health  prospective  payment  system  in  October  2000. 

The  CMS  recognizes  the  importance  of  continued  efforts  to  reduce  improper  home  health 
payments.  Our  efforts  include  more  effective  provider  education  and  payment 
monitoring  activities.  The  CMS  recently  awarded  a  Program  Safeguard  Contract  (PSC) 
Task  Order  to  assess  and  recommend  measures  to  improve  the  accuracy  of  the  Outcome 
and  Assessment  Information  Set  (OASIS),  the  standardized  assessment  that  is  used  to 
determine  Medicare  payment  Activities  under  this  contract  include  national  surveillance 
of  home  health  data  to  identify  provider  educational  needs  and  payment  vulnerabilities. 
The  CMS  will  continue  to  monitor  the  home  health  claims  using  the  Comprehensive 
Error  Rate  Testing  (CERT)  PSC. 

This  goal  was  discontinued  in  order  for  CMS  to  focus  on  other  equally  compelling 
program  integrity  areas.  In  FY  2002  and  following  years,  however,  CMS  will  continue 
its  efforts  to  reduce  improper  home  health  payments. 

Coordination:  Success  at  reducing  home  health  fraud  depends  heavily  on  coordination 
both  within  and  outside  CMS. 

Data  Source(s):  Independent  audit  of  a  statistical  sample  of  paid  claims  was  conducted 
by  CMS  or  its  agent. 

Verification  and  Validation:  The  CMS  contracted  with  an  independent  agent  to 
evaluate  the  error  rate  of  paid  home  health  claims  for  the  9-month  period  from 
January  1,  1999  to  September  30,  1999. 
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Medicare  Operations 


Medicare 
Operations 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Total  Budget 
Authority 

$1,356.4  M 

$1,532.0  M 

$1,675.1  M 

$1,776.9  M 

The  Medicare  Operations  line  item  primarily  funds  the  traditional  Medicare  fee-for- 
service  program,  mainly  through  the  activities  of  CMS's  Medicare  contractors.  There  are 
two  basic  types  of  contractors:  fiscal  intermediaries,  who  process  mainly  Part  A  claims 
(e.g.,  hospital  bills)  and  carriers  who  process  Part  B  claims  (e.g.,  physician  bills).  These 
contractors  are  responsible  for  making  timely,  accurate,  and  fiscally  responsible 
payments  to  Medicare  providers  and  suppliers  for  covered  health  care  services.  In 
FY  2004,  they  will  process  more  than  one  billion  Medicare  claims;  handle  more  than 
8  million  appeals;  respond  to  over  45  million  inquiries  from  providers  and  beneficiaries; 
enroll,  educate,  and  train  providers  and  suppliers;  educate  and  assist  beneficiaries;  and 
perform  other  responsibilities  on  behalf  of  CMS. 

The  Medicare  Operations  activity  also  includes  Information  Technology  funding  for 
critical  claims  processing  functions,  such  as  telecommunications,  systems  maintenance, 
and  data  center  support.  It  funds  a  variety  of  projects  that  enhance  the  Medicare  program 
and  make  it  more  efficient,  such  as  a  new  accounting  and  financial  management  system 
for  the  contractors.  It  also  supports  major  provisions  of  the  Beneficiary  Improvement  and 
Protection  Act  of  2000,  and  the  Health  Insurance  Portability  and  Accountability  Act  of 
1996,  including  Administrative  Simplification  and  the  Privacy  Regulation.  In  addition,  it 
funds  the  National  Medicare  &  You  Education  Program  (NMEP),  an  initiative  that 
educates  Medicare  beneficiaries  so  they  can  make  informed  health  decisions  based  on 
accurate,  reliable,  relevant  and  understandable  information.  The  Medicare  Operations 
activity  funds  the  major  portion  of  NMEP  activities  which  include:  a  Medicare  handbook 
with  area-specific  information  on  managed  care  plans,  a  toll-free  number 
(1-800-MEDICARE),  an  Internet  site  (w^w.medicare.gov  ),  counseling  and  outreach, 
and  a  national  ad  campaign.  Other  sources  of  funding  include  the  Medicare+Choice  user 
fee  and  Quality  Improvement  Organization  funds. 

The  CMS's  Medicare  contractors  also  serve  as  the  front  line  in  safeguarding  the  Medicare 
trust  funds  against  fraud,  waste,  and  abuse.  These  benefit  integrity  activities  are  funded 
separately  through  the  Medicare  Integrity  Program  budget  and  are  not  included  in  the 
totals  shown  above. 

Other  representative  goal(s)  that  fit  under  this  budget  category  but  are  not  listed  in  the 
chart  are: 

•  Improve  Satisfaction  of  Medicare  Beneficiaries  with  the  Health  Care  Services  They 
Receive  (MB  1-04) 

•  Reduce  the  Percentage  of  Improper  Payments  Made  Under  the  Medicare 
Fee-for-Service  Program  (MIP1-04) 


VI-115 


1099 


MEDICARE  OPERATIONS 


•  Develop  New  Medicare  Payment  Systems  in  Fee-for-Service  and  Medicare+Choice 
(FAC4-04) 

•  Improve  the  Provider  Enrollment  Process  (MIP7-04) 


Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Improve  Beneficiary 
Telephone  Customer 
Service  (Developmental) 

MOl 

— Quality  of  Response 

FY  04:  -Minimum  of  87%  pass 
rate  for  Adherence  to  Privacy 
Act 

—Minimum  of  90%  meets 
expectations  for  Customer  Skills 
Assessment 

— Minimum  of  87%  meets 
expectations  for  Knowledge 
Skills  Assessment 

FY  03.  -Minimum  of  85%  pass 
rate  for  Adherence  to  Privacy 
Act 

--Minimum  of  90%  meets 
expectations  for  Customer  Skills 
Assessment 

--Minimum  of  85%  meets 
expectations  for  Knowledge 
Skills  Assessment 

FY  04: 
FY  03: 

~  Expansion  of  1-800- 
MEDICARE  number  and 
desktop  rollout 

FY  04:  Continue  expansion 
efforts 

FY  03:  Begin  expansion  efforts 

FY  04: 
FY  03: 
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Performance  Goal 

-  -■ 

Targets 

 1 

Actual  Performance 

i  1 

Ref. 

Improve  Beneficiary 

MQ1 

Telephone  Customer 

Service  (Developmental) 

See 

-  Accessibility 

FY  03:  Not  continued 

FY  03:  K'A 

FY  03 

*  Busy  rate 

FY  02;  Set  baselines  future 

FY  02:  (Goal  not  met)-  "■ 

Revised 

*  Answer  time 

targets 

'  ■'  •'  ■  '  '.■ .  -  ~ ";  >.  -  •- :  ■  . 

Final 

"  FY  01;  Continue  data  collection 

FY  01:  Data  being  collected  (Goal 

met)  ' 

:"       ■ ' 

FY  00;  Develop  baselmes.  anil 

FY  Ofi:  Daia  necessary  to  determine-. 

targets 

basebaes/Wgets  are  expected  by  ttie 

'lifiiilii 

end  of  FY  2002.  (Goal  not  met) 

—  Accuracy  of  Response 

FY  02:  Set  baselines'future 

FY  02:  See  above  (Goal  met) 

targets 

•;v---: .  /. :  , 

FY  01:  Continue  data  collection 

FY  01;  Data  being  collected.  (Goal 

met)  . 

FY  00:  Develop  baselines  and 

FY  00:  Data  necessary  to  determine 

targets 

baseline/target  are  expected  by  the:  - 

end  of.  FY  20Q2.  (Goal  not  met) 

—  Caller  Satisfaction 

FY  03:  Not  continued 

FY  03:  N/A 

i 

FY  02:  Set  basehnes/future 

FY  02:  (Goal  not  met) 

targets 

FY  01 :  Continue  data  collection 

FY  01:  Data  being  collected  (Goal 

: 

met) 

FY'  09:  Develop  baselines  and 

FY  00:  Data  necessary  to  determine 

**ShadiDg-iwfieates  the  goat's 

targets 

baseline'target  are  expected  by  the  - 

targets  prior  to  the  correiit 

end  of  FY  2002.  (Goal  not  met) 

revision. 

Medicare  Payment 
Timeliness  Consistent 
w/Statutory  Floor  and 
Ceiling  Requirements 

i 

FY  04:  Same  as  FY  2003 
FY  03:  Same  as  FY  2002 
FY  02:  Same  as  FY  2001 

FY  0 1 :  Maintain  payment 
timeliness  at  the  statutory 
requirement  for  electronic 
bills/claims 

FY  00:  Maintain  payment 
timeliness  at  the  statutory 
requirement  of  95%  for 
electronic  bills/claims  in  a 
millennium  compliant 
environment 

FY  04: 
FY  03: 

FY  02:  Intermediaries  99.7%  (Goal 
met);  Carriers  99.5%  (Goal  met) 

FY  01:  Intermediaries  99.2%  (Goal 
met);  Carriers  98.7%  (Goal  met) 

FY  00:  Intermediaries  99.4%  (Goal 
met):  Carriers  99.6%  (Goal  met) 

FY  99:  Intermediaries  -  99.6%; 
Carriers  -  99.4% 
FY  98:  95  percent  of  both  Part  A 
clean,  electronically  submitted  non- 
Periodic  Interim  Payment  bills  and 
Part  B  clean  electronically  submitted 
claims  are  processed  within  14-30 
days  of  receipt  (Baseline) 

M02 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Increase  Use  of  Electronic 

M03 

r^nnrmPTPp/^taTiHflrHc  in 

v. -UHliHC!  It   O  UUILIOJ  ill 

\Icdicsr6 

.    .  ... 

FY  04-  97% 

FY  04: 

jJCi  ^CllUXgt  KJL  CrtwwU-UlIlV 

FY  03:  97% 

FY  03: 

media  claims  (EMC)  for 

FY  02:  97% 

FY  02:  98%  (Goal  met) 

fiscal  intermediaries  (FIs) 

FY  01:  97% 

FY  01:  97.7%  (Goal  met) 

tx  00:  97% 

r  Y  00:  9  /  .4%  ((joai  met) 

FY  99:  97% 

FY  99:  97.1% 

—  Maintain  high 

FY  04:  80% 

FY  04: 

percentage  of  EMC  for 

FY  03:  80% 

FY  03: 

carriers 

FY  02:  80% 

FY  02:  83.7%  (Goal  met) 

FY  01:  80% 

FY  01:  83.0%  (Goal  met) 

FY  00:  80% 

FY  00:  81.9%  (Goal  met) 

FY  99:  80% 

FY  99:  80.9% 

—  Implement  HIP  A  A 

FY  04:  TBD 

FY  04: 

standards 

FY  03:  Complete  claim  status, 

FY  03: 

eligibility  inquiry,  prior 

authorization,  and  retail  drug 

standards  implementation  and 

testing. 

FY  02:  Complete 

FY  02:  Completed  Medicare 

implementation  of  HIPA A  EDI 

implementation  of  HIPAA  EDI 

standards  for  claims  COB  and 

standards  for  claims,  COB,  and  ERA. 

ERA.  Begin  implementation  for 

Implementation  for  claims  status  and 

claims  status  and  eligibility 

eligibility  inquiries  started.  (Goal 

inquiries. 

met) 

FY  01:  Begin  testing  and 

FY  01:  Instructions  for  testing  and 

implementation  of  HEPAA  EDI 

implementation  of  the  HEPAA  EDI 

standards 

standards  were  issued  in  FY  200 1 

(except  for  the  eligibility  inquiry  and 

response  transaction).  Due  to 

competing  project  priorities, 

implementation  and  testing  of  other 

HIPAA  EDI  standards  needed  to  be 

delayed  until  FY  2002.  (Goal  not 

met) 

Develop  baseline  data  for 

FY  03:  Complete  Baseline 

FY  03: 

electronic  claims  status, 

FY  02:  Continue  to  develop 

FY  02:  Baseline  data  collection  to 

electronic  eligibility 

Baseline 

begin  for  carriers  effective  04/1/03. 

queries,  ERA,  EFT  and 

Intermediary  collection  to  be 

COB  transactions 

scheduled. 

FY  01:  Develop  Baseline 

FY  01:  Funding  was  requested  for 

this  work  for  FY  0 1  and  FY  02  but 

not  available  as  needed  for  higher 

priority  projects.  As  a  result,  system 

changes  to  enable  baseline  data  to  be 

collected  was  deferred  to  FY  03. 
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I  cr  lUlIIlallCC  vjudl 

-Ac  hi  iii  k  eriurniaiicc 

Improve  CMS's  Rating  on 
Financial  Statements 

FY  04:  Maintain  a  "clean" 
opinion  on  the  FY  2004  financial 
statements. 

FY  04: 

M04 

FY  03:  Maintain  a  "clean" 

FY  03: 

opinion  on  the  FY  2003  financial 

statement 

FY  02:  Maintain  a  "clean" 

b  Y  02:  (Cjoal  met) 

opinion  on  the  FY  2002  financial 

statement 

FY  01:  Maintain  a  "clean" 

FY  01:  (Goal  met)  (NEW  DATA) 

opinion  on  the  FY  200 1  financial 

statement 

I7Y  Art*  Maintain  a  "d«m" 

FY  Oft-  (Gnu]  metl 

opinion  on  the  FY  2000  financial 

statement 

FY  99:  Achieve  a  "clean" 

FY  99:  (Goal  met) 

opinion  on  the  FY  1999  finflncidl 

statement 

r  i  yo,  i^uaunea.  opuuon  (oasciuic; 

T7V  07*   Oiia1ifif»H  nnininn 
F  I  y /  •   l^UdUUCU  opinion 

FY  96:  Disclaimer  on  audit 

Improve  CMS  oversight  of 

FY  04:  Developmental 

FY  04: 

M05 

Medicare  Fee-for-Service 

FY  03:  Building  on  prior  year's 

FY  03: 

contractors 

experience. 

5  8 

(Developmental) 

FY  02:  Building  on  experience 

OI  r  Y  ZUU1 

FY  01:  Building  on  progress 

FY  01:  (Goal  met) 

achieved  in  FY  1999  and 

& 

FY  2000  CMS  will  move  further 

toward  its  goal  of  national, 

uniform  contractor  evaluation. 

FY  00:  Inconsistency  in  reporting 
(Baseline) 

Increase  eligible 

FY  04:  Same  as  FY  2003 

FY  04: 

M06 

delinquent  debt  referred 

r  if  Uj. 

FY  03: 

for  cross  servicing  to  the 

—Continue  to  refer  1 00%  of 

Program  Support  Center 

eligible  delinquent  CMS 

receivables  to  Treasury. 

— Improve  the  procedures  for 

identifying,  monitoring  and 

tracking  these  debts. 

FY  02:  Increase  dollar  amount 

of  debt  referred  for  cross 

servicing  to  100%  of  eligible 

delinquent  debt 

FY  02:  Referred  90%  of  eligible 
debt.  Remaining  debt  to  be  referred 
first  part  of  FY  2003.  (Goal  not  met) 
FY  01:  $2.1  billion  delinquent  debt 

JfnL 

referred 

FY  00:  We  referred  approximately 

$2  billion  in  delinquent  debt  This 

equals  about  25%  of  eligible  debt 

(Baseline) 
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Performance  Goal 

Targets 

Actual  Performance 

Ref. 

Improve  effectiveness  of 
dissemination  of  Medicare 
information  to 
beneficiaries  in  fee-for- 
service  through 
implementation  of  the 

\A p-A) cave*  ^ummsirv  NnfifV' 

(MSN) 

FY  03:  Goal  discontinued  due  to 
completion  of  implementation 
FY  02:  Complete  national 
implementation 

FY  01:  Same  as  FY  2000 

FY  03:  Goal  discontinued 

M07 

FY  02:  National  MSN 
implementation  has  been  completed 
(Goal  met) 

FY  01:  Canier/FIMSN 
implementation  at  8 1  %.  Contractor 
support  ongoing.  (Goal  met) 
FY  00:  Carrier/FI  MSN 
implcineiit3.tfon  at  S 1  %  (G03I  met) 

FY  99:  Carrier/FI  MSN 
implementation  at  75% 
FY  97:  Beneficiaries  received 
various  notices  indicating  claims 
activity  for  most  Part  A  and  Part  B 

FY  00:  Support  MSN  efforts, 
aiming  toward  full 
implementation  FY  2002 

services  (Baseline) 

—  —  ;  —  

Improve  effectiveness  of 



MOo 

dissemination  of  Medicare 

information  to 

beneficiaries  (5-year 

3,  5 

targets): 

— Accessibility  of 

FY  04:  77% 

FY  04: 

Information  Collect  and 

FY  03:  Collect/monitor  data 

FY  03: 

monitor  data  to  achieve  by 

FY  02:  Collect/monitor  data 

FY  02:  Data  collected/monitored 

FY  2004  percentage  of 

(Goal  met) 

See 

beneficiaries  who  sought 

FY  01:  Collect monitor  data 

FY  01:  Data  collected/monitored 

FY  03 

Medicare  information  from 

Revised 

Medicare  sources  and 

FY  00:  Collect/monitor  data 

rY  UU:  inougn  single-year  MLBb 

Final 

reported  the  information 

data  are  not  statistically  meaningful 

received  answered  their 

for  this  goal,  we  are  on  track  to  meet 

ouestion(s). 

our  largci  oy  r  i  zuw 

rx  yj.  o  /  /o  (rJascHne ) 

— Awareness  ot  Messages 

1TV  OA.'  VT>' 

r  i  w*.  j  t  /© 

Collect  and  monitor  data  to 

FY  03:  Collect/monitor  data 

FY  03: 

achieve  by  FY  2004 

FY  02:  Collect/monitor  data 

FY  02:  Data  collected/monitored 

percentage  of  beneficiaries 

(Goal  met) 

who  knew  that  most 

FY  01:  Collect/monitor  data 

FY  01:  Data  collected/monitored 

people  covered  by 

(Goal  met) 

Medicare  may  select  from 

FY  00:  Collect/monitor  data 

FY  00:  Though  single-year  MCBS 

among  different  health 

data  are  not  statistically  meaningful 

plan  options  within 

for  this  goal,  we  are  on  track  to  meet 

Medicare. 

our  target  by  FY  2004 

FY  99:  47%  (Baseline) 
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Performance  Goal 


Targets 


Actual  Performance 


Improve  beneficiary 
understanding  of  basic 
features  of  the  Medicare 
program  by: 

(1)  Increasing  number  of 
questions  correctly 
answered  by 
beneficiaries  to 
measure 

understanding  of 
different  components 
of  Medicare 

(2)  Increasing  percentage 
of  beneficiaries  aware 
of  1-800  MEDICARE 
number 


FY  04:  (1)3.50  out  of  6 
questions 

(2)  65%  of  beneficiaries 
FY  03:  Continue  to  collect  & 
monitor  data 

FY  02:  Baselines/future  targets 

to  be  developed 

FY  01:  (1)  Develop  list  of  core 

features 

(2)  Obtain  advisory  input 

(3)  Design  and  test  survey 
questions 

(4)  Integrate  questions 

(5)  Field  questions 


FY  04: 


FY  03: 


FY  02:  Baselines/targets  developed 
(Goal  met) 

FY  01:  Steps  1-5  completed.  Survey 
fielded  (Goal  met) 


CY  00:  (1)  2.75  out  of  6  questions 

(2)  53%  of  beneficiaries 
 (Baselines)  


Performance  Results  Discussion 


Fee-for-Service  Telephone  Customer  Service  -  To  improve  fee-for-service  (FFS) 
telephone  customer  service,  CMS  is  "raising  the  bar"  with  respect  to  quality  standards  to 
keep  up  with  industry  norms  and  customer  expectations.  Initially  for  FY  2000-2002,  our 
intent  was  to  measure  beneficiary  customer  service  in  three  areas:  accessibility,  accuracy 
of  response,  and  caller  satisfaction.  Once  consistent  standards  were  developed  for  all 
contractors,  CMS  was  able  to  continue  to  collect  data  for  these  measures,  meeting  our 
FY  2001  goal.  However,  due  to  technical  difficulties,  our  FY  2001  conversion  to  the 
FTS-2001  long  distance  service  provider  (WorldCom)  took  longer  than  expected 
requiring  an  extension  of  the  future  data  collection  period  for  the  accessibility  measure. 
Recently,  a  change  in  Agency  priorities  and  the  strategy  for  telephone  customer  service 
required  a  redirection  of  funding  for  the  national  caller  satisfaction  'survey  to  a  pilot 
operation  in  Pennsylvania  (beneficiaries  calling  a  single  800  number),  in  early  FY  2002. 
This  important  pilot  is  a  model  for  how  CMS  will  handle  calls  in  the  future,  and  the 
future  focus  of  this  goal  will  track  the  nationwide  implementation  of  this  toll  free 
number. 

The  CMS  also  made  the  development  and  implementation  of  a  standard  desktop  for 
customer  service  representatives  (CSRs)  at  contractor  call  centers  one  of  its  highest 
priorities  in  telephone  delivery.  This  desktop,  Next  Generation  Desktop,  is  scheduled  to 
be  rolled  out  to  the  call  centers  during  FY  2003  -  2004,  and  will  result  in  significant 
improvements  in  the  call  centers,  by  increasing  the  consistency  and  accuracy  of  responses 
to  beneficiary  inquiries,  ultimately  increasing  their  satisfaction  with  the  telephone 
interaction.  However,  given  the  lack  of  baseline  data  and  the  anticipated  initial  impact  of 
the  new  desktop  tool,  CMS  cannot  establish  realistic  performance  targets  for  caller 
satisfaction  for  several  years  to  come.  This  lack  of  baseline  data,  along  with  the  change 
in  Agency  priorities  has  resulted  in  the  discontinuation  of  the  caller  satisfaction  and 
accessibility  measures  at  this  time. 
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Fee-for-Service  Medicare  Payment  Timeliness  -  For  FY  2002,  we  were  successful  in 
achieving  payment  timeliness  of  electronic  claims  at  99.7  percent  for  intermediaries  and 
99.5  percent  for  carriers.  We  will  continue  to  maintain  payment  timeliness  performance 
at  a  level  that  meets  the  statutory  requirement  for  payment  of  electronic  claims. 

Electronic  Commerce  -  For  the  FY  2002  Electronic  Commerce  goal,  we  were 
successful  in  maintaining  high  percentages  of  electronic  media  claims  of  98  percent  and 
83.7  percent  for  fiscal  intermediaries  and  carriers,  respectively.  The  CMS  is  performing 
ongoing  work  with  Health  Insurance  Portability  &  Accountability  Act  (HIPAA) 
electronic  standards  development  for  the  health  care  environment  In  FY  2001,  we  began 
implementing  HIPAA  Electronic  Data  Interchange  standards,  and  continued  the  work  in 
FY  2002.  We  will  continue  our  work  on  implementation  of  standard  transactions  in 
FY  2003. 

Programming  and  prehminary  testing  for  implementation  of  the  HIPAA  claim  standard 
was  completed  in  FY  2002.  Programming  hours  and  funding  to  enable  completion  of 
implementation  and  testing  for  each  of  the  HIPAA  standards  were  unavailable  in 
FY  2001  because  of  changes  in  agency  project  prioritization.  As  a  result,  some  of  the 
work  was  deferred  until  FY  2002  and  FY  2003.  In  addition,  due  to  the  complexity  of 
implementation  of  these  standards,  contractor  programming  how  estimates  increased 
resulting  in  completion  of  less  work,  but  at  a  higher  cost  than  initially  anticipated. 
HIPAA  requires  that  the  Secretary  adopt  national  health  care  EDI  standards  for  at  least 
the  nine  transaction  types  specified  in  the  legislation.  As  a  result  of  a  redirection  of 
funding  and  available  programming  hours,  it  was  not  possible  to  schedule 
implementation  and  testing  of  the  transactions  for  prior  authorization  and  retail  drugs 
until  FY  2003.  Those  standards,  as  well  as  work  deferred  from  FY  2001  and  FY  2002  as 
described  above,  are  now  included  in  the  targets  established  for  FY  2003. 

Chief  Financial  Officer's  Report  -  The  CMS  financial  statements  are  a  material 
element  of  both  the  Department  of  Health  and  Human  Services  financial  statements  and 
the  government-wide  financial  statements  required  by  the  CFO  Act  of  1990  and  the 
Government  Management  and  Reform  Act  (GMRA).  The  CMS  met  its  goal  to  maintain 
a  "clean"  unqualified  opinion  on  FY  2002  financial  statement. 

During  FY  2002,  we  tested  financial  management  internal  controls  at  15  Medicare 
contractors  using  Certified  Public  Accounting  (CPA)  firms,  conducted  contractor 
performance  evaluation  reviews  of  financial  management  issues  at  6  Medicare 
contractors,  and  reviewed  accounts  receivable  balances  at  12  Medicare  contractors  using 
CPA  firms.  In  addition,  we  continued  to  develop  the  analytical  tools  necessary  to 
perform  more  expansive  trend  analysis  of  critical  financial  data  to  identify  potential 
errors  or  misstatements.  Our  long-term  plan  is  to  implement  an  integrated  general  ledger 
accounting  system. 

Fee-for-Service  Contractor  Oversight  -  In  an  effort  to  improve  performance  and 
oversight  of  carriers  and  fiscal  intermediaries  (FI)  that  interact  directly  with  CMS's 
customers,  CMS  established  several  performance  goals  in  this  area.  The  CMS  can 


VI-122 


1106 


MEDICARE  OPERATIONS 


provide  better  oversight  of  our  contractors  by  using  a  standardized,  uniform  evaluation 
process.  In  2001  national  teams  using  standardized  review  protocols  conducted 
171  onsite  reviews.  In  2002,  national  teams  using  standardized  evaluation  protocols 
conducted  132  onsite  reviews.  Greater  review  consistency  has  been  achieved  through  the 
increased  use  of  national  (regional  office/central  office)  review  teams,  development  and 
use  of  standard  review  protocols,  and  conducting  national  conferences  and  training  for 
reviewers.  We  are  looking  forward  to  continued  improvement  through  the  use  of 
performance  information  to  guide  our  contractor  oversight  activities. 

Delinquent  Debt  -  The  CMS  worked  hard  to  meet  its  goal  of  referring  1 00  percent  of  all 
eligible  delinquent  debt.  However,  due  to  the  various  manual  processes  used  to  track  and 
report  Medicare  debt,  the  referral  process  was  more  time  consuming  and  labor  intensive 
than  originally  anticipated.  Therefore,  the  CMS  managed  to  refer  approximately 
90  percent  of  its  eligible  delinquent  debt  by  the  end  of  the  fiscal  year.  The  balance  of 
eligible  debt  will  be  referred  in  FY  2003.  In  order  to  improve  performance,  CMS  has 
established  workgroups  that  will  assist  in  identifying  various  types  of  debts  and 
establishing  improved  procedures  for  referring  the  debt  for  cross  servicing. 

Beneficiary  Information/Fee-for-Service  (Medicare  Summary  Notice—MSN)  - 

National  implementation  of  the  MSN  is  expected  to  improve  effectiveness  of  information 
for  beneficiaries  enrolled  in  the  fee-for-service  program.  Because  this  monthly 
information  will  be  in  a  more  clear,  understandable  format  than  previous  multiple  notices, 
it  is  also  expected  to  be  easier  for  beneficiaries  to  spot  inconsistencies  or  instances  of 
fraud.  In  FY  2001,  we  supported,  and  will  continue  to  support,  the  Medicare  contractors 
that  have  already  implemented  the  MSN  by  answering  questions,  solving  problems, 
considering  suggestions,  etc.  We  will  also  continue  to  handle  Congressional,  beneficiary, 
contractor,  and  beneficiary  advocacy  group  inquiries  relating  to  the  MSN  in  general  and 
to  the  resulting  confusion  beneficiaries  may  feel  due  to  receiving  the  MSN  in  some 
instances  and  different  benefit  notices  (Explanation  of  Medicare  Benefits,  Notice  of 
Utilization,  and  Explanation  of  Benefits)  in  other  instances.  We  have  now  met  our 
FY  2002  goal  of  nationwide  implementation  of  the  MSN. 

Beneficiary  Information  -  With  clear  baselines  in  place,  we  continue  to  track  our 
beneficiary  education  efforts  toward  our  ultimate  5-year  target  beneficiary  accessibility 
and  understanding  of  educational  efforts  in  the  area  of  the  Medicare+Choice  program. 
Feedback  from  surveys  of  beneficiaries  receiving  the  Medicare  &  You  handbook  has 
been  positive,  and  the  number  of  beneficiaries  calling  CMS's  toll-free  number 
(1-800-MEDICARE)  continues  to  increase  with  positive  feedback.  The  beneficiary- 
centered  website  (www.medicare.gov)  also  continues  to  be  popular,  and  data  collected 
from  the  website's  feedback  form  demonstrate  high  user  satisfaction.  These  efforts, 
along  with  other  national  and  local  programs,  strive  to  raise  beneficiary  awareness  from 
different  perspectives;  e.g.,  through  the  Quality  Improvement  Organizations'  public 
nursing  home  campaigns. 

In  Fall  2001  and  2002,  CMS  embarked  on  a  national  ad  campaign  which  has  helped 
beneficiaries  and  their  caregivers  become  active  and  informed  participants  in  their  health 
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care  decisions.  We  implemented  a  number  of  new  and  expanded  services  to  make  it 
easier  than  ever  for  Medicare  beneficiaries  to  learn  about  their  choices.  This  included: 

•  expanding  customer  service  representative  availability  at  1  -800-MEDICARE  to 
24  hours  a  day,  7  days  a  week; 

•  introducing  a  web-based  Medicare  Personal  Plan  Finder  on  w ww.medicare.  gov  to 
help  consumers  compare  their  health  plan  choices  (M+C  plans,  Medicare  Fee-for- 
Service,  and  Medigap  plans); 

•  enabling  customer  service  representatives  at  1  -800-MEDICARE  to  provide  more  in- 
depth  help  to  callers  on  finding  the  health  plan  choice  that  is  best  for  them;  and 

•  conducting  a  national  ad  campaign  on  the  new  choices  and  new  ways  to  get 
information. 

These  strategies  will  contribute  to  many  important  Agency  efforts  and  will  support 
several  performance  goals,  including  our  goals  to  improve  beneficiary  understanding  of 
basic  features  of  the  Medicare  program  (MO9-04)  and  to  increase  adult  immunization 
(QIO2-04)  and  mammography  rates  (QIO3-04).  We  plan  to  conduct  another  national 
media  campaign  in  Fall  2003  to  continue  our  promotion  of  the  Medicare  program. 

Beneficiary  Understanding  -  To  promote  beneficiary  and  public  understanding  of  CMS 
and  its  programs,  we  have  developed  a  goal  to  improve  and  measure  beneficiary 
awareness  of  (1)  the  core  features  of  Medicare  needed  to  use  the  program  effectively,  and 
(2)  CMS  sources  from  which  additional  information  can  be  obtained.  We  will  measure 
beneficiary  awareness  and  understanding  of  the  Medicare  program  using  the  Medicare 
Current  Beneficiary  Survey.  The  first  measure  is  to  improve  the  number  of  questions 
about  the  Medicare  program  answered  correctly  out  of  six  questions  on  a  knowledge 
quiz.  The  second  measure  is  to  improve  beneficiary  awareness  of  the 
1 -800-MEDICARE  information  number. 
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Performance  Goal  MO1-04 
Improve  Beneficiary  Telephone  Customer  Service 


Baseline:  National  quality  targets  defined.  Currently  no  standardization  of  telephone  call 

centers;  1  pilot  underway. 

FY  2004  Target:  (1)  Quality  Standards: 

--Minimum  of  87  percent  pass  rate  for  Adherence  to  Privacy  Act 

—Minimum  of  90  percent  meets  expectations  for  Customer  Skills  Assessment 

-Minimum  of  87  percent  meets  expectations  for  Knowledge  Skills  Assessment 

(2)  Continue  national  expansion  of  1-800-MEDICARE,  

FY  2003  Target:  (1)  Quality  Standards: 
-Minimum  of  85  percent  pass  rate  for  Adherence  to  Privacy  Act 
-Minimum  of  90  percent  meets  expectations  for  Customer  Skills  Assessment 
--Minimum  of  85  percent  meets  expectations  for  Knowledge  Skills  Assessment 

(2)  Begin  national  expansion  of  1-800-MEDICARE.  ____  

FY  2002:  New  in  FY  2003 


Baseline:  Developmental.  Baseline  data  on  accessibility,  accuracy  of  response,  and  caller 

satisfaction  are  being  collected  and  will  he  available  by  the  end  of  FY  2002. 

FY  2002  Target:  Complete  data  collection  and  set  baselmes/future  targets. 

Performance:  Goal  partially  met.  Accuracy  standards  were  set  (see  Quality  Standards,  above). 

Accessibility  and  caller  satisfaction  measures  discontinned  due  to  shift  in  focus  in  the  delivery 

of  beneficiary  telephone  customer  service. 

FY  2001  Target:  Continue  data  collection  for  accessibility,  accuracy  of  response,  and  caller 
satisfaction  measures  (revised  due  to  unavailability  of  accurate  data  until  FY  2002). 
Performance:  Goal  met.  Data  collection  continuing. 

FY  2000  Target:  Develop  baselines  and  targets  by  the  end  of  FY  2000  in  areas  of  accessibility, 
accuracy  of  response,  and  caller  satisfaction. 
Performance:  Goal  not  met. 


Discussion:  Medicare  carriers  handle  nearly  18  million  telephone  beneficiary  inquiries 
annually.  Beneficiary  telephone  customer  service  is  a  central  part  of  CMS 's  customer  service 
function,  and  we  are  developing  a  long-term  and  comprehensive  strategy  to  deliver  efficient, 
informative  and  customer-focused  telephone  service  for  our  beneficiaries. 

Although  our  previous  goal  (FY  2000-02)  focused  on  measuring  improvements  in 
accessibility,  accuracy  of  response,  and  caller  satisfaction,  our  new  goal  focuses  on  the 
nationwide  implementation  of  a  single  800  number  for  beneficiary  inquiries.  This  shift 
reflects  a  significant  systems  change  that  will  enhance  contractor  efficiency  and  also  improve 
responsiveness  to  our  beneficiaries.  We  will  continue  to  measure  the  quality  standards  that 
we  have  built  over  the  last  few  years  while  we  introduce  improvements  in  telephone  customer 
service  via  the  1  -800-MEDICARE  line  nationwide. 

Currently,  the  1-800-MEDICARE  number  is  a  helpline  for  general  Medicare  questions 
unrelated  to  specific  claims  or  individual  beneficiaries;  our  planned  expansion  will  allow 
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personalized  customer  service  via  the  800  number.  This  goal  focuses  on  improvements  at 
the  carrier  and  fiscal  intermediary  level;  these  services  will  ultimately  be  rolled  into  a 
single  800  number  that  will  route  customers  to  the  appropriate  Medicare  contractor  call 
centers.  The  CMS  presently  allows  each  Medicare  contractor  to  have  numerous  toll-free 
numbers  for  managing  their  Medicare  telephone  inquiries.  This  has  proven  to  be 
confusing  to  the  public  and  prevents  us  from  managing  our  call  volumes  in  an  orderly 
and  efficient  manner.  In  addition,  based  on  statistics,  we  answer  over  1 8  million  calls  a 
year;  however,  we  receive  almost  30  million  call  attempts  a  year  to  all  of  our  toll-free 
numbers.  This  means  that  a  large  percentage  of  our  calls  go  unanswered  each  year.  A 
single  800  number  will  provide  one  point  of  contact  for  the  calling  public. 

Our  long-term  strategy  will  be  to  make  this  800  number  a  single  entry  point  into  the 
network,  providing  economies  of  scale,  and  to  utilize  resources  by  seamlessly  shifting 
from  over  utilized  to  underutilized  call  centers.  This  will:  (1)  capture  many  of  the  calls 
that  were  not  getting  through,  and  (2)  reduce  the  number  of  callers  who  dial  one  number 
and  are  referred  to  another  (currently,  25  percent  of  the  callers  to  the 
1-800-MEDICARE  line  are  referred  to  their  carrier's  800  number).  All  call  centers  will 
have  access  to  the  systems  housing  beneficiary  information  and  will  be  equipped  with 
scripts  to  enable  the  customer  service  representatives  to  handle  any  question,  regardless 
of  which  call  center  is  being  used.  Currently,  an  800  number  pilot  project  in 
Pennsylvania  is  a  model  for  how  CMS  will  handle  calls  in  the  future. 

Another  critical  strategy  is  the  development  and  implementation  of  a  standard  desktop  for 
customer  service  representatives  at  the  contractor  call  centers.  Customer  sendee 
representatives  at  one  Durable  Medical  Equipment  Regional  Carrier  were  trained  on  this 
desktop  in  late  FY  2002,  After  it  is  pilot  tested,  this  desktop  will  be  rolled  out  to  the 
remaining  call  centers  over  the  next  couple  of  years.  The  new  desktop  tool  is  designed  to 
increase  the  consistency  and  accuracy  of  all  responses  to  beneficiary  inquiries  and  thus 
will  ultimately  increase  the  customers'  satisfaction  with  the  telephone  interaction. 

Coordination:  The  CMS  will  work  closely  with  its  contractors  during  the  data 
collection  process  for  our  quality  measures  and  implementation  of  the  desktop  toward 
national  implementation  of  1-800-MEDICARE. 

Data  Source(s):  As  reviewers/auditors  monitor  a  sample  of  calls  for  each  customer 
service  representative,  they  record  the  assessment  of  performance  on  standardized 
Quality  Call  Monitoring  scorecards.  Criteria  for  rating  all  aspects  of  call  handling  are 
also  standardized.  Accuracy  and  overall  quality  of  the  calls  handled  are  reported  monthly 
to  CMS's  Customer  Service  Assessment  and  Management  System  using  scorecard  totals. 

Verification  and  Validation:  Data  reported  by  carriers  are  routinely  reviewed  by  CMS 
Regional  Offices  as  part  of  the  contractor  performance  evaluation  process.  In  addition, 
contractor  reporting  is  reviewed  on  a  regular  basis  by  CMS  for  compliance  with 
established  standards.  The  CMS  plans  to  validate  the  data  on  accuracy  of  response  by 
having  an  independent  third  party  sample  a  minimum  of  calls. 


VI-126 


1110 


MEDICARE  OPERATIONS 


Performance  Goal  MO2-04 

Sustain  Medicare  Payment  Timeliness 
Consistent  with  Statutory  Floor  and  Ceiling  Requirements 


Baseline:  In  the  baseline  year  FY  1998,  intermediaries  and  carriers,  respectively,  met 
statutory  requirements  that  95  percent  of  clean,  electronically  submitted  non-Periodic  Interim 
Payment  electronic  bills  and  95  percent  of  clean,  electronically  submitted  claims  are 
processed  between  14-30  days  of  receipt.  

FY  2004  Target:  Maintain  payment  timeliness  at  the  statutory  requirement  of  95  percent  for 

electronic  bills/claims.  

FY  2003  Target:  Maintain  payment  timeliness  at  the  statutory  requirement  of  95  percent  for 

electronic  bills/claims.  

FY  2002  Target:  Maintain  payment  timeliness  at  the  statutory  requirement  of  95  percent  for 
electronic  bills/claims. 

Performance:  Goal  Met  

FY  2001  Target:  Maintain  payment  timeliness  at  the  statutory  requirement  of  95  percent  for 
electronic  bills/claims. 

Performance:  Goal  Met  

FY  2000  Target:  Maintain  payment  timeliness  at  the  statutory  requirement  of  95  percent  for 

electronic  bills/claims  in  a  millennium  compliant  environment. 

Performance:  Goal  Met   


Discussion:  The  Social  Security  Act,  sections  1816  (c)(2)  and  1842  (c)(2)  establish 
mandatory  timeliness  requirement?  for  Medicare  claims  payment  to  providers  of  services. 
As  a  result,  Medicare  intermediaries  and  carriers  are  required  to  pay  95  percent  of  clean 
electronic  media  bills/claims  between  14  to  30  days  from  the  date  of  receipt.  This 
requirement  does  not  include  Periodic  Interim  Payment  bills. 

Medicare  contractors  have  traditionally  satisfied  CMS's  bill/claim  processing  timeliness 
requirements.  Medicare  contractors  are  under  added  pressure  to  sustain  performance 
with  increased  efforts  directed  at  decreasing  the  number  of  Medicare  payments  that  are 
attributed  to  fraudulent  or  abusive  billing.  However,  CMS  has  identified  bill/claim- 
processing  timeliness  as  a  priority  area.  To  that  end,  Medicare  contractors  are  required  to 
maintain  the  statutory  level  of  bill/claim  processing  timeliness  performance  while 
strengthening  their  ability  to  deter  fraud  and  abuse  in  the  Medicare  program.  The  final 
data  for  FY  2002  showed  a  payment  rate  for  intermediaries  of  99.7  percent  and 
99.5  percent  for  carriers. 

Coordination:  The  CMS  is  committed  to  being  a  reliable  business  partner  for  the 
provider  community.  The  CMS  works  closely  with  its  contractors  to  ensure  that  payment 
timeliness  requirements  are  met. 

Data  Source(s):  The  primary  data  source  is  the  Contractor  Reporting  of  Operational  and 
Workload  Data  (CROWD)  system.  CROWD  contains  contractor-specific  bills/claims 
processing  timeliness  rates.  Success  in  achieving  the  desired  target  will  be  measured  at 
the  national  level. 
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Verification  and  Validation:  The  CMS  routinely  utilizes  Contractor  Performance 
Evaluation  (CPE)  for  determining  claims  processing  timeliness.  Through  CPE,  CMS 
measures  and  evaluates  Medicare  contractor  performance  to  determine  compliance  with 
specific  responsibilities  defined  in  the  contract  with  CMS,  and  also  responsibilities 
outlined  in  Medicare  law,  regulations,  and  instructions. 
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Performance  Goal  MO3-04 

Increase  the  Use  of  Electronic  Commerce/Standards  in  Medicare 

Baseline:  In  the  baseline  year  FY"  1999,  intermediaries  and  carriers,  respectively,  reached 

Electronic  Media  Claim  (EMC)  rates  of  97.1  percent  and  80.9  percent  

FY  2004  Target:  The  FY  2004  target  EMC  rates  will  remain  at  97  percent  and  80  percent 

for  intermediaries  and  carriers,  respectively.  

FY  2003  Target:  (a)  Maintain  EMC  level  of  97  percent  for  intermediaries  and  80  percent  for 
carriers.  We  anticipate  that  EMC  levels  will  not  rise  until  after  FY  2005*,  when  initial  Health 
Insurance  Portability  and  Accountability  Act  (HJDPAA)  standards  should  have  been 
implemented  throughout  the  industry,  (b)  Complete  baseline  data  for  electronic  claims  status, 
electronic  eligibility  queries,  electronic  remittance  advice  (ERA),  electronic  funds  transfer 
(EFT),  and  coordination  of  benefits  (COB)  transactions,  (c)  Complete  implementation  and 
testing  of  the  HEPAA  electronic  transaction  standards  for.  claims  status  and  response, 
eligibility  inquiry  and  response,  prior  authorization,  and  retail  drugs  claims,  payments  and 
inquiries,  (d)  Begin  implementation  of  the  HJQPAA  transaction  standard  for  attachments. 

♦Delayed  from  FY  2004  

FY  2002  Target:  (a)  Maintain  EMC  level  of  97  percent  for  intermediaries  and  80  percent  for 
carriers.  We  anticipate  that  EMC  levels  will  not  rise  until  after  FY  2005*  when  Health 
Insurance  Portability  and  Accountability  Act  (HTPAA)  standards  are  implemented  throughout 
the  industry,  and  the  resulting  issues  have  been  satisfactorily  resolved,  (b)  Complete 
implementation  and  testing,  at  Medicare  contractor  sites  of  the  HIPAA  Electronic  Data 
Interchange  (EDI)  standards  for  the  following  Medicare  transactions:  electronic  claims  and 
COB,  and  the  ERA.  Begin  implementation  activities  for  the  eligibility  inquiries  and 
response,  and  claims  status  inquiry  and  response  transactions. 
^Delayed  from  FY  2003 

Performance:  Goal  Met  

FY  2001  Target:  (a)  Maintain  EMC  level  of  97  percent  for  intermediaries  and  80  percent  for 
J  carriers,  (b)  In  the  third  quarter  of  FY  2001  begin  to  establish  baseline  data  for  electronic 

claims  status,  electronic  eligibility  inquiries,  Electronic  Remittance  Advice  (ERA)  and 
I  Electronic  Funds  Transfer  (EFT)  transactions,  (c)  Begin  implementation  and  testing,  at 
1  Medicare  contractor  sites,  the  HIPAA  EDI  standards  for  the  following  Medicare  transactions: 
J  electronic  claims  and  coordination  of  benefits,  ERA  eligibility  inquiries  and  response,  and 
I  claims  status  inquiry  and  response. 

Performance:  Goal  Partially  Met  

I  FY  2000  Target:  Maintain  EMC  level  of  97  percent  for  intermediaries  and  80  percent  for 

carriers  through  FY  2000. 
J  Performance:  Goal  Met 


Discussion:  The  objective  of  this  performance  goal  is  to  maintain,  and,  in  the  long-run, 
increase  the  percentage  of  activities  accomplished  electronically,  rather  than  on  paper 
form,  on  the  telephone,  or  through  other  manual  means.  Increasing  standardization  and 
increasing  the  percentage  of  transactions  performed  electronically  will  increase  the 
efficiency  of  the  Medicare  contractors  and  save  Medicare  administrative  dollars. 

HIPAA  requires  that  the  Secretary  of  HHS  adopt,  at  a  minimum,  standardized  electronic 
formats  and  data  contents  for  claims,  COB,  ERA,  claims  status  inquiry/response, 
eligibility  inquiry/response,  prior  authorization,  retail  drugs  processing,  and  attachments 
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for  use  by  the  entire  U.S.  health  care  payment  industry.  The  Secretary  is  encouraged  to 
adopt  further  standards  as  warranted,  and  is  also  required  to  periodically  adopt  updates  to 
or  replacements  for  the  previously  published  standards.  As  a  result,  HIPAA  transaction 
standards  implementation  and  maintenance  will  be  an  ongoing  project  for  Medicare. 

Within  two  years  of  publication  of  the  final  rule  for  each  standard,  health  care  plans  and 
providers  of  service  that  engage  in  electronic  health  care  commerce  are  required  to  utilize 
the  standards  required  under  HIPAA  (small  plans  have  three  years),  and  are  prohibited 
from  use  of  similar  but  non-compliant  EDI  transaction  formats.  The  initial  HIPAA 
transactions  final  rule  was  published  in  August  2000,  but  most  Medicare  contractor 
implementation  activities  could  not  begin  until  FY  2002  due  to  the  need  to  assign 
available  contractor  programming  hours  and  funds  to  projects  determined  to  be  a  higher 
priority.  This  led  to  the  deferral  of  a  number  of  HIPAA  implementation  activities  from 
FY  2001  to  FY  2002  or  FY  2003.  This  has  been  further  delayed  due  to  the  passing  of 
Public  Law  107-105  in  December  2001 .  The  Administrative  Simplification  Compliance 
Act  (ASCA)  has  given  covered  entities  the  option  to  obtain  an  extension  for  compliance 
to  October  16,  2003  from  October  16,  2002,  giving  the  Medicare  program  an  additional 
year  to  become  HIPAA  compliant  Medicare  has  filed  for  an  extension  as  required  under 
ASCA. 

Over  the  last  decade,  CMS  has  placed  a  great  emphasis  on  the  use  of  electronic  claims 
transmissions.  The  final  data  for  FY  2002  showed  an  electronic  claims  submission  rate 
of  98  percent  for  intermediaries  and  83.7  percent  for  carriers.  These  rates  are  at  or  near  a 
natural  saturation  point  We  believe  maintenance  of  EMC  will  be  challenging  in 
FY  2003  and  FY  2004  given  the  HIPAA  pre-implementation  environment  across  the 
health  care  industry.  However,  the  requirement  for  electronic  claim  submission  under 
ASCA  will  help  in  maintaining  and  eventually  increase  the  high  level  of  EMC  reached  in 
previous  years. 

As  Medicare  providers  begin  to  focus  on  the  standards  under  HIPAA,  we  believe  they 
will  slow  their  EDI  investments  as  they  prepare  for  the  new  standards.  This  could  result 
in  at  best  no  increase  in  use  of  electronic  transactions  during  the  transition  period  to  full 
use  of  the  HIPAA  standards.  At  worst,  this  could  result  in  a  temporary  reduction  of 
provider  use  of  EDI  if  they  wait  for  the  industry  to  complete  HIPAA  implementation  and 
work  out  any  resulting  problems.  It  is  not  realistic  to  expect  any  increase  in  provider  EDI 
use  during  this  transaction  flux. 

Our  approach,  therefore,  has  been  to  set  targets  on  maintenance  of  electronic  claims 
levels  during  this  transition,  implementation  and  testing  of  HIPAA  standards, 
development  of  baseline  measurements  for  other  EDI  transactions,  and  establishment  of 
targets  for  these  transactions.  The  target  of  establishing  baseline  data  for  electronic  claim 
status,  electronic  eligibility  inquiries,  Electronic  Remittance  Advice  and  Electronic  Funds 
Transfer  in  the  third  quarter  of  FY  2001  and  in  FY  2002  was  delayed  due  to  lack  of 
funding.  Collection  of  baseline  data  for  carriers  will  begin  April  1,  2003.  Intermediary 
collection  still  needs  to  be  scheduled. 
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Coordination:  The  CMS  works  closely  with  Medicare  contractors  in  the  development  of 
EMC  payment  rates,  and  with  Medicare  contractors  and  Standard  Developing 
Organizations  (e.g.,  X12)  in  developing  HIPAA  standards. 

Data  Sources):  The  data  source  for  tracking  EMC  is  CMS's  Contractor  Reporting  of 
Operational  and  Workload  Data  (CROWD)  system.  Medicare  contractors  have  started  to 
separately  report  to  CMS  on  status  of  HIPAA  standards  implementation  and  testing  in 
FY  2002.  In  FY  2003,  performance  statistics  should  begin  to  be  collected  through  the 
CROWD  system  for  EDI  transactions  in  addition  to  claims,  if  funding  is  available. 

Verification  and  Validation:  The  CMS  routinely  utilizes  the  Contractor  Performance 
Evaluation  (CPE)  for  evaluating  the  accuracy  of  contractor  data  reporting,  including 
CROWD.  The  CPE  measures  and  evaluates  contractor  performance  to  determine  if 
contractors  meet  specific  responsibilities  defined  in  the  contract  between  CMS  and  the 
contractor,  and  also  responsibilities  outlined  in  Medicare  law,  regulations,  and 
instructions.  In  addition,  CMS  has  contracted  with  an  IV  &  V  company  to  conduct 
HIPAA-specific  evaluations  to  validate  Medicare  contractor  compliance  with  the  adopted 
EDI  standards.  These  verification  and  validation  activities  should  be  in  effect  through 
FY  2002,  and  will  end  in  early  FY  2003. 
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Performance  Goal  M 04-04 
Maintain  CMS's  Improved  Rating  on  Financial  Statements 


Baseline:  la  the  FY  1998  financial  statements,  one  item  totaling  $3.6  billion  was  questioned 
fay  the  auditors,  resulting  in  a  qualified  opinion. 

FY  2004  Target:  Maintain  a  "clean"  unqualified  opinion  on  CMS's  FY  2004  financial 

statements.  . 

FY  2003  Target:  Maintain  a  "clean"  unqualified  opinion  on  CMS's  FY  2003  financial 

statements.  

FY  2002  Target:  Maintain  a  "clean"  unqualified  opinion  on  CMS's  FY  2002  financial 
statements. 

Performance:  Goal  met.   

FY  2001  Target:  Maintain  a  "clean"  unqualified  opinion  on  CMS's  FY  2001  financial 
statements. 

Performance:  Goal  met.  

FY  2000  Target:  Maintain  a  "clean"  unqualified  opinion  on  CMS's  FY  2000  financial 
statements. 

Performance:  Goal  met.  

FY  1999  Target:  Achieve  a  "clean"  unqualified  opinion  on  CMS's  FY  1999  financial 
statements. 

Performance:  Goal  met.    


Discussion:  Our  goal  is  to  maintain  an  unqualified  opinion,  which  indicates  that  our 
financial  statements  fairly  present,  in  all  material  respects,  the  financial  position,  net 
costs,  changes  in  net  position,  budgetary  resources,  and  financing  of  CMS.  Auditors 
review  the  financial  operations,  internal  controls,  and  compliance  with  laws  and 
regulations  at  CMS  and  its  Medicare  contractors. 

Since  FY  1998,  we  have  made  significant  improvements  on  our  financial  statements.  On 
the  FY  1998  statements,  we  obtained  a  qualified  opinion  because  the  auditors  found 
deficiencies  in  several  aspects  of  the  Medicare  contractors'  accounts  receivable: 

(1)  inadequate  supporting  documents  to  validate  accounts  receivable  balances,  and 

(2)  inability  to  reconcile  subsidiary  financial  records  to  the  accounting  reports  submitted 
to  CMS. 

In  FYs  1999, 2000,  2001,  and  2002,  CMS  received  unqualified  audit  opinions.  During 
FY  2002,  we  tested  financial  management  internal  controls  and  reviewed  accounts 
receivable  balances  at  1 5  Medicare  contractors  using  Certified  Public  Accounting  (CPA) 
firms.  In  addition,  we  created  workgroups  comprised  of  Central  Office  (CO)  and 
Regional  Office  (RQ)  consortia  staff  responsible  for  addressing  four  key  areas  identified 
by  auditors:  follow  up  on  corrective  action  plans  (CAPs),  reconciliations  of  funds 
expended  to  paid  claims,  trend  analysis,  and  internal  controls.  The  objectives  of  each 
workgroup  are  to  clearly  define  CO  and  RO  roles  and  responsibilities,  as  well  as  develop 
the  national  strategic  plans  to  strengthen  our  Medicare  contractor  financial  management 
oversight  in  these  areas.  Our  long-term  plan  is  to  implement  an  integrated  general  ledger 
accounting  system. 
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Coordination:  This  goal  requires  coordination  with  the  Office  of  Inspector  General 
(OIG),  CMS  internal  financial  components,  CMS  regional  offices,  Medicare  contractors, 
and  Medicaid  State  Agencies. 

Data  Source(s):  The  audit  report  of  CMS 's  financial  statements  is  issued  by  a  CPA  firm 
with  oversight  by  the  OIG. 

Verification  and  Validation:  The  CMS  works  closely  with  the  OIG  and  CPA  firms 
during  the  audit  and  has  the  opportunity  to  review,  discuss,  and/or  clarify  the  "Findings 
and  Conclusions"  presented.  The  General  Accounting  Office  (GAO)  has  responsibility 
for  the  opinion  on  the  consolidated  government- wide  financial  statements,  which 
includes  oversight  for  the  audit  of  the  Department  of  Health  and  Human  Services,  of 
which  CMS's  outlays  are  approximately  83  percent. 
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Performance  Goal  MO5-04 
Improve  CMS  Oversight  of  Medicare  Fee-for-Service  Contractors 


Baseline:  Developmental.  There  was  extensive  variation  in  the  format  of  reports  and  review 
protocols  and  timeliness  of  report  submission  during  the  period  from  FY  1 995  to  FY  1 998 . 

FY  2004  Target:  Developmental. 

FY  2003  Target:  Building  on  program  achievement  in  prior  years,  CMS  will  move  still 
further  toward  its  goal  of  national  unifonn  contractor  evaluation. 

FY  2002  Target:  Building  on  experience  of  FY  2001  and  continuing  towards  goal  of  national 
uniform  contractor  evaluation. 

Performance:  Goal  Met  

FY  2001  Target:  Building  on  progress  achieved  in  FY  1999  and  FY  2000,  CMS  will  move 
further  toward  its  goal  of  national,  uniform  contractor  evaluation. 
Performance:  Goal  Met 


Discussion:  In  FY  2001,  Medicare  fee-for-service  payment  contractors  received 
approximately  $1 .45  billion  in  program  management  and  Medicare  Integrity  Program 
funding  to  process  nearly  931  million  claims  and  administer  benefit  outlays  of 
approximately  $197  billion.  In  FY  2003,  they  will  process  an  estimated  1  billion 
Medicare  claims;  handle  more  than  7  million  appeals;  respond  to  over  40  million 
inquiries  from  providers  and  beneficiaries;  enroll,  educate,  and  train  providers  and 
suppliers;  educate  and  assist  beneficiaries;  and  perform  other  responsibilities  on  behalf 
of  CMS. 

In  FY  1995,  CMS  decentralized  its  approach  to  evaluating  these  contractors  and 
afforded  considerable  flexibility  to  CMS  regional  offices  in  planning  and  conducting 
evaluations  of  contractors  within  each  region.  Decentralization  of  these  reviews 
produced  inconsistency  from  region  to  region,  and  difficulty  in  assessing  national 
contractor  performance. 

Beginning  in  FY  1999  and  continuing  in  FY  2000  and  FY  2001,  CMS  focused  on 
contractor  performance  evaluation  (CPE)  through  a  risk-based,  consistent  national 
approach  to  contractor  review  that  allocates  resources  to  evaluating  high-risk 
contractors  and/or  program  benefits.  The  criteria  for  selecting  additional  contractors  for 
more  intensive  review  include:  claims  volume,  administrative  costs,  benefit  payout, 
integrity  issues  and  past  performance. 

In  2001 ,  all  onsite  reviews  were  conducted  by  national  teams  using  standardized  review 
protocols,  under  the  guidance  of  the  same  project  leaders  assigned  to  each  business 
function.  There  were  171  onsite  regional  office/central  office  (RO/CO)  and  multi- 
regional  team  reviews  completed  in  15  business  functions.  There  were  600  additional 
desk  reviews  completed  using  contractor  operational  data.  Greater  review  consistency 
was  achieved  through  the  increased  use  of  national  (RO/CO)  review  teams  trained  to 
evaluate  functions  performed  by  these  high-risk  contractors.  Several  contractor 
activities,  such  as  accounts  receivable,  computer  systems  security,  and  the  effectiveness 


VI-134 


1118 


MEDICARE  OPERATIONS 


of  contractor  financial  internal  controls,  were  evaluated  through  contracts  with 
consulting  or  accounting  firms,  which  used  a  standard  review  program. 

In  2002,  national  (RO/CO)  teams  conducted  evaluations  using  standardized  protocols 
on  which  they  had  received  training.  Project  Leaders,  each  assigned  to  a  single  business 
function,  provided  guidance  to  the  teams  evaluating  the  function  and  were  responsible 
for  approving  the  final  evaluation  reports  issued  to  contractors.  A  total  of  1 32  RO/CO 
teams  conducted  onsite  reviews  in  13  different  business  functions.  Nearly  500 
additional  desk  reviews,  conducted  by  reviewing  contractor  operational  data,  were  also 
performed. 

We  are  achieving  greater  review  consistency  through  the  increased  use  of  national 
(RO/CO)  review  teams  trained  to  evaluate  functions  performed  by  the  Medicare 
contractors.  Additional  steps  have  been  taken  to  foster  greater  consistency  including: 
standardizing  review  protocols,  national  training  on  the  protocols,  training  by  USDA's 
Government  Audit  Training  Institute  on  approaches  to  performance  audits, 
standardizing  CPE  review  reports  and  management  reports,  performing  a  quality  review 
in  central  office  of  each  report  concurrent  with  the  Project  Leader's  review  of  the  draft, 
and  reviewing  evaluators'  work  papers  for  a  limited  number  of  reviews  in  each  business 
function.  Finally,  through  contracts  with  consulting  or  accounting  firms,  some 
contractor  activities  such  as  accounts  receivable  and  the  effectiveness  of  contractor 
financial  internal  controls  were  evaluated  through  reviews  conducted  by  consulting 
CPA  firms. 

Coordination:  CPE  coordinates  closely  with  management  and  staff  from  CMS's 
central  and  regional  offices.  Working  with  the  regions,  CO  managers  with 
responsibility  for  the  various  business  functions  set  annual  evaluation  priorities  and 
develop  standard  review  protocols  utilized  by  the  review  teams.  These  same  CO 
components  name  technical  assistants  who  help  by  training  the  reviewers  on  the 
evaluation  protocols  and  provide  any  needed  technical  guidance  throughout  the 
evaluation  period.  In  the  future,  we  will  coordinate  still  further  within  CMS,  which 
plans  to  use  contracted  SAS-70  reviews. 

Data  Souree(s):  Data  on  the  extent  of  use  of  contractor  review  teams  and  the 
timeliness  of  issuance  of  each  Report  of  Contractor  Performance  will  be  available 
through  internal  management  reporting. 

Verification  and  Validation:  The  CMS  staff  will  review  the  reports  cited  under  data 
sources  to  assess  performance  and  report  on  progress. 
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Performance  Goal  MO6-04 
Increase  Referral  of  Eligible  Delinquent  Debt  for  Cross  Servicing 


Baseline:  Prior  to  FY  2001,  CMS  referred  over  $2  billion  in  eligible  delinquent  debt  for  cross 
servicing.  This  is  approximately  25  percent  of  CMS 's  eligible  delinquent  debt. 
FY  2004  Target:  Continue  to  refer  100  percent  of  eligible  delinquent  CMS  receivables  to  Treasury. 
Improve  the  procedures  for  identifying,  monitoring  and  tracking  these  debts. 

FY  2003  Target:  Continue  to  refer  100  percent  of  eligible  delinquent  CMS  receivables  to  Treasury. 
Improve  the  procedures  for  identifying,  monitoring  and  tracking  these  debts. 

FY  2002  Target:  Increase  the  dollar  amount  of  debt  referred  for  cross  servicing  to  100  percent  of 
eligible  delinquent  debt. 

Performance:  Goal  not  met.  Due  to  various  manual  processes  used  to  track  and  report  Medicare  debt, 
the  referral  process  was  more  time  consuming  and  labor  intensive  than  originally  anticipated.  The 
CMS  referred  approximately  90  percent  of  its  eligible  delinquent  debt  by  the  end  of  the  fiscal  year.  The 
balance  of  eligible  debt  will  be  referred  in  FY  2003. 

Discussion:  The  Debt  Collection  Improvement  Act  of  1 996  (DCIA)  is  intended  to 
facilitate  collections  by  the  Federal  Government  and  to  encourage  the  streamlining  of 
procedures  and  coordination  of  information  within  and  among  Federal  agencies.  The 
DCIA  mandates  Federal  agencies  to  refer  eligible  delinquent  debt  (180  days  past  due)  to 
the  Department  of  Treasury  or  a  Treasury  designated  Debt  Collection  Center  (DCC)  for 
cross  servicing.  Debts  not  eligible  for  referral  include  debts:  (1)  in  bankruptcy  status, 
(2)  with  an  appeal  pending  at  any  leve-  (3)  in  active  litigation,  or  (4)  where  the  debtor  is 
deceased. 

Prior  to  FY  2002,  CMS  referred  approximately  $4  billion  in  delinquent  debt  to  Treasury 
for  cross  servicing  and  offset.  By  the  end  of  FY  2002,  CMS's  original  goal  was  to  refer 
100  percent  of  eligible  delinquent  debt.  The  CMS  is  working  hard  in  order  to  meet  its 
goal  of  referring  100  percent  of  all  eligible  delinquent  debt.  The  debt  referral  process  has 
become  more  labor  intensive  than  we  originally  projected  based  on  our  pilot 
implementation  efforts.  This  is  because  our  remaining  unreferred  debt  contains 
numerous  debts  of  relatively  small  amounts.  This  debt  is  primarily  made  up  of 
beneficiary  and  Medicare  Secondary  Payer  debt.  As  of  the  end  of  FY  2002,  CMS 
referred  approximately  90  percent  of  eligible  delinquent  debt.  The  remaining  debt  will  be 
referred  in  fiscal  year  2003. 

The  CMS  initially  targeted  only  Medicare  Part  A  and  Part  B  overpayments  for  referral  for 
cross  servicing.  However  to  meet  our  goal  to  refer  100  percent  of  eligible  delinquent 
debt,  CMS  revised  its  debt  referral  procedures  to  utilize  resources  at  the  Medicare 
Contractor  and  Regional  Office  locations.  These  referral  procedures  include  identifying 
debt  eligible  for  referral,  verifying  the  status  and  balance  of  the  debt,  certifying  that  the 
debt  is  valid  and  legally  enforceable,  sending  a  notice  which  apprises  the  debtors  of  their 
rights,  and  notifying  the  debtor  of  the  intent  to  refer  the  debt  for  cross  servicing. 
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Medicare  Secondary  Payer  (MSP)  debt,  which  is  a  large  percentage  of  CMS's  delinquent 
debt,  was  added  to  the  referral  process  in  FY  2001.  In  FY  2002,  CMS  began  to  focus  on 
other  types  of  debts  in  its  accounts  receivable  balance,  many  of  which  reside  in  various 
databases  internal  to  CMS. 

Coordination:  The  CMS  and  the  Medicare  Payment  Contractors,  the  Regional  Offices 
and  various  Central  Office  components  maintain  ongoing  coordination  to  monitor  and 
track  the  debts  selected  for  referral,  debts  referred,  and  collections  received  as  a  result  of 
referrals.  Referral  efforts  are  coordinated  with  the  Department  of  Treasury  and  the 
Program  Support  Center  (PSC)  of  the  Department  of  Health  and  Human  Services. 

Data  Sources:  The  CMS  tracks  its  non-MSP  overpayments  through  the  Provider 
Overpayment  Reporting  (POR)  system,  the  Physician/Supplier  Overpayment  Reporting 
(PSOR)  system,  and  Medicare  Contractor  internal  systems.  MSP  debt  information  is 
housed  in  the  Medicare  contractor  locations.  Central  Office  debt  resides  on  various 
databases  and  is  also  contained  in  the  R32 1  report.  Medicare  contractors  and  CMS  enter 
debt  information  into  the  Debt  Collection  System  (DCS)  prior  to  referral. 

The  CMS  Healthcare  Integrated  General  Ledger  Accounting  System  (HIGLAS),  which 
will  include  an  accounts  receivable  system,  is  in  the  pilot  design,  development  and 
implementation  phase.  This  is  an  1 8  month  phase.  Once  implemented  HIGLAS  will 
interface  with  Medicare  Contractor  selected  systems  and  will  further  streamline  the 
current  debt  referral  process.  The  implementation  of  this  new  system  is  expected  to  be 
completed  in  FY  2006. 

Other  types  of  accounts  receivable,  which  are  not  housed  in  CMS  contractor's  systems, 
are  being  identified  and  tracked  for  referral  to  cross  servicing. 

Verification  and  Validation:  Data  systems  outlined  above  will  be  used  to  track  and 
monitor  progress.  At  this  time,  the  present  system  has  limited  edits  to  ensure  data 
integrity.  Until  an  integrated  system  is  developed  and  implemented,  CMS  will  monitor 
the  data  in  the  various  systems  used  to  ensure  data  integrity  and  consistency.  The  CMS 
will  verify  that  the  information  in  the  DCS  system  is  consistent  with  the  data  reported  in 
the  POR/PSOR  systems.  Contractor  data  will  be  verified  using  the  Contractor  Financial 
Reports,  Statement  of  Financial  Position  (HCFA  Form  750)  and  Status  of  Accounts 
Receivable  (HCFA  Form  75 1).  In  addition,  CMS  will  request  reports  from  the  PSC  on 
the  status  of  debt  that  was  referred  to  Treasury  and  other  debt. 
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Performance  Goal  MO7-02 

Improve  Effectiveness  of  Dissemination 
of  Medicare  Information  to  Beneficiaries  in  Fee-for-Service 
(Discontinued  after  FY  2002) 


Baseline:  In  FY  1 997,  beneficiaries  received  various  notices  indicating  claims  activity  for  most 
Part  A  and  Part  B  services. 

.  .  

FY  2002:  The  CMS  plans  to  complete  national  implementation  of  the  Medicare  Summary  Notice 
(MSN). 

Performance:  National  MSN  implementation  has  been  completed.  Goal  met. 

FY  2001:  Same  as  FY  2000.  (To  better  reflect  budget  linkage,  this  goal  was  moved  from  the 
Medicare+Choice  User  Fee  budget  category.) 
I  Performance:  Carrier/FI  implementation  at  8 1  percent  and  contractor  support  ongoing.  Goal  met. 

I  FY  2000:  Support  MSN  efforts,  aiming  toward  full  implementation  in  FY  2002. 
I  Performance:  Carrier/FI  implementation  at  8 1  percent.  Goal  met. 


Discussion:  To  enhance  beneficiary  understanding  of  their  Medicare  benefits  and  reduce 
confusion  over  what  Medicare  covered  for  their  services,  CMS  is  continuing  and,  in 
FY  2002,  completing  its  nationwide  implementation  of  the  MSN.  The  MSN  combines 
information  sent  to  Medicare  beneficiaries  on  benefits  received  under  Medicare  Part  A 
and  Part  B  into  easy-to-read  monthly  statements. 

The  MSN  reduces  beneficiary  confusion  and  paperwork  by  providing  a  monthly 
summary  of  services  delivered  under  Part  A,  and  separate  summaries  for  services  under 
Part  B,  and  durable  medical  equipment-like  monthly  credit  card  statements.  The  MSN 
also  reduces  confusion  by  providing  claim  information  in  a  consistent  format  that  is 
clearer,  more  concise,  and  easier  to  understand  than  current  notices.  MSN  pilot  test 
results  show  that  beneficiaries  can  better  understand  what  Medicare  paid  or  denied  and 
what  they  may  owe.  The  MSN  also  contains  important  information  regarding  Medicare 
fraud  and  abuse  detection,  including  new  "Help  Stop  Fraud"  messages  to  help 
beneficiaries  identify  potential  fraud. 

In  FY  2002,  we  modified  the  Part  A  MSN  format  to  incorporate  the  Balanced  Budget  Act 
(BBA)  requirement  to  list  the  amount  Medicare  paid  to  the  provider  (already  included  in 
the  Part  B  MSN).  Modifications  to  the  existing  beneficiary/provider  outreach  and 
education  materials  will  be  made  as  a  result  of  these  changes  to  the  MSN.  The  CMS  has 
completed  national  MSN  implementation. 

Coordination:  Teleconferences  between  CMS  and  fiscal  intermediaries,  carriers,  and 
standard  system  representatives  will  play  a  critical  role  as  CMS  grows  closer  to  national 
implementation  of  the  MSN.  Feedback  on  the  MSN  comes  from  a  variety  of 
organizations,  including  beneficiary  advocacy  groups;  Medicare  Quality  Improvement 
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Organizations;  State  Health  Insurance  Assistance  Programs;  and  Beneficiary  Advisory 
Councils. 

Data  Source(s):  Successful  completion  of  the^MSN  will  rely  on  the  Medicare  Part  A, 
Part  B,  and  Durable  Medical  Equipment  Regional  Carrier  (DMERC)  contractor  systems. 

Verification  and  Validation:  The  CMS  oversees  the  performance  of  contractors 
through  routinely  scheduled  site  visits  and  performance  reviews. 
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Performance  Goal  MO8-04 

Improve  Effectiveness  of  Dissemination  of 
Medicare  Information  to  Beneficiaries 


Baseline:  CO  In  1999, 67  percent  of  beneficiaries  who  sought  Medicare  information  from  Medicare 
sources  reported  that  the  information  they  received  answered  their  question(s). 
(2)  In  1999, 47  percent  of  beneficiaries  knew  that  most  people  covered  by  Medicare  could  select 
from  among  different  health  plan  options  within  Medicare. 

FY  2004:  Achieve  ( 1)  77  percent  of  beneficiaries  who  reported  the  information  they  received 
answered  their  questions),  and  (2)  57  percent  of  beneficiaries  who  knew  that  most  people  covered 
by  Medicare  can  select  from  among  different  health  plan  options  within  Medicare.  

FY  2003:  Same  as  FY  2002/2001.  

FY  2002:  Same  as  FY  2001. 

Performance:  Goal  met.  Data  being  collected  and  monitored. 

FY  2001:  Continue  collecting  and  monitoring  Medicare  Current  Beneficiary  Survey  (MCBS)  data 
for  final  reporting  in  FY  2004. 

Performance:  MCBS  data  being  collected  for  the  5-year  period  We  are  on  track  toward  meeting 
the  goal  by  FY  2004.  

FY  2000:  By  2004,  (1)  77  percent  of  beneficiaries  will  report  that  the  information  they  received 
answered  their  question(s),  and  (2)  57  percent  will  know  that  most  people  covered  by  Medicare  can 
select  from  among  different  health  plan  options  within  Medicare. 

Performance:  MCBS  data  being  collected  for  the  5-year  period.  We  are  on  track  toward  meeting 
the  goal  by  FY  2004. 


Discussion:  The  Balanced  Budget  Act  (BBA)  of  1997  mandated  the  greatest  changes  to 
Medicare  since  its  inception.  One  of  these  changes  was  the  expansion  of  health  insurance 
options  under  Medicare+Choice.  In  order  to  help  beneficiaries  make  informed  health 
care  decisions,  CMS  employs  a  variety  of  strategies  through  many  CMS  beneficiary- 
centered  programs  to  maximize  information  channels  and  to  ensure  that  targeted 
audiences,  are  reached  with  the  "right  information  at  the  right  time." 

The  National  Medicare  &  You  Education  Program  (NMEP)  is  an  example  of  one 
beneficiary-centered  program  that  strives  to  provide  information  through  a  variety  of 
channels  in  order  to  educate  beneficiaries  and  help  them  make  more  informed  decisions 
concerning:  Medicare  program  benefits;  health  plan  choices;  supplemental  health 
insurance;  rights,  responsibilities  and  protections;  and  health  behaviors.  The  primary 
objectives  of  the  education  efforts  are  to  ensure  that  beneficiaries  receive  accurate, 
reliable  information;  have  the  ability  to  access  information  when  they  need  it;  understand 
the  information  needed  to  make  informed  choices;  and  perceive  the  NMEP  (and  the 
Federal  Government  and  its  private  sector  partners)  as  trusted  and  credible  sources  of 
information.  The  NMEP,  along  with  other  national  and  local  programs  strive  to  raise 
beneficiary  awareness  from  different  perspectives;  e.g.,  through  public  nursing  home 
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campaigns  through  the  Quality  Improvement  Organizations.  All  programs  are  evaluated 
and  assessed  to  determine  their  effectiveness  and  to  implement  further  improvements. 

In  developing  our  targets,  we  assumed  an  average  2  percentage  point  increase  per  year; 
thus,  10  percentage  points  over  the  5-year  period.  We  figured  that  this  was  achievable 
given  the  emphasis  on  the  education  program.  The  targets  are  set  for  FY  2004,  in  order 
for  the  percentage  increases  to  be  large  enough  to  be  statistically  detected. 

Coordination:  The  CMS  is  continuing  the  process  of  building  alliances  with  other 
consumer  centered  organizations  to  improve  the  dissemination  of  information  to  educate 
Medicare  beneficiaries  and  those  that  act  on  their  behalf.  These  organizations  have  the 
ability  to  assist  us  in  the  development  and  dissemination  of  Medicare  information  on  a 
much  broader  basis  at  regional  and  local  levels. 

Data  Source(s):  The  primary  source  of  data  on  beneficiary  understanding  of  Medicare 
will  be  the  MCBS.  The  MCBS  is  an  on-going  personal-interview  survey  of  a  rotating 
panel  of  1 6,000  Medicare  beneficiaries.  The  sample  is  nationally  representative  of  the 
Medicare  population.  Sampled  beneficiaries  are  interviewed  every  4  months  to  acquire 
continuous  data  on  services,  costs,  payments,  and  insurance  coverage.  Over  a  5-year 
period,  CMS  will  track  changes  in  the  ability  to  access  information  and  beneficiary 
awareness. 

Verification  and  Validation:  The  MCBS  is  subject  to  verification  typical  of  survey 
work,  including  data  range  checks  and  'nternal  consistency  checks,  which  are  done 
electronically  at  the  time  the  responses  are  entered  in  the  Computer  Assisted  Personal 
interview  (CAPI)  device. 
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Performance  Goal  MO9-04 

Improve  Beneficiary  Understanding  of  Basic 
Features  of  the  Medicare  Program 


Baselines: 

( 1 )  Fifty-three  percent  of  Medicare  beneficiaries  were  aware  that  Medicare  has  a 
1-800-MEDICARE  toll-free  number. 

(2)  Beneficiaries  were  able  to  answer  correctly  2.75  questions  out  of  6  questions  measuring 
beneficiary  understanding  of  different  components  of  the  Medicare  program. 

FY  2004  Targets: 

(1)  Sixty-five  percent  of  Medicare  beneficiaries  are  aware  that  Medicare  has  a  1-800  number. 

(2)  Beneficiaries  are  able  to  answer  correctly  3.50  questions  out  of  6  questions  measuring 
beneficiary  understanding  of  different  components  of  the  Medicare  program. 

FY  2003  Target:  Continue  collecting  and  monitoring  the  Medicare  Current  Beneficiary 
survey  (MCBS)  data  for  reporting  on  CY  2004  data. 

FY  2002  Target:  Developmental.  Baselines  and  future  targets  will  be  developed. 
Performance:  Goal  met.  Baselines  and  targets  developed. 

FY  2001  Target:  Complete  all  actions  necessary  to  implement  a  measurement  and  reporting 
system,  including:  (1)  developing  a  list  of  core  features  of  Medicare  that  beneficiaries  need 
to  know  in  order  to  use  the  program  effectively;  (2)  obtaining  input  on  the  list  from  relevant 
advisory  bodies;  (3)  designing  and  testing  survey  questions  to  capture  the  extent  to  which 
beneficiaries  are  aware  of  the  basic  features  on  the  list;  (4)  integrating  the  questions  into 
existing  MCBS  computer  assisted  personal  interviewing  systems;  (5)  fielding  the  questions  in 
the  spring/summer  2001  round  of  the  MCBS. 
Performance:  Goal  met.  Steps  1  -5  completed.  Survey  fielded. 


Discussion: 

The  purpose  of  this  performance  goal  is  not  to  turn  every  beneficiary  into  an  expert  on 
Medicare;  consumer  research  has  shown  that  beneficiaries  generally  seek  information 
about  the  program  only  as  specific  needs  arise.  Our  objectives  in  this  goal  are: 

•  to  improve  awareness  of  the  core  features  of  Medicare  that  beneficiaries  need  to 
know  to  use  the  program  effectively,  and 

•  to  improve  beneficiary  awareness  of  CMS  sources  from  which  additional  information 
can  be  obtained  if  needed. 

As  part  of  this  goal,  there  are  two  measures.  The  first  measure  is  the  number  of  questions 
answered  correctly  out  of  six  questions  on  a  knowledge  quiz.  The  quiz  includes  the 
following  true/false  questions: 

(1)  Most  people  covered  by  Medicare  can  select  among  different  kinds  of  health  plan 
options; 

(2)  Medicare  without  a  supplemental  insurance  policy  pays  for  all  of  your  healthcare 
expenses; 

(3)  People  can  report  complaints  to  Medicare  about  their  Medicare  managed  care 
plans  (HMOs)  or  supplemental  plans  if  they  are  not  satisfied  with  them; 
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(4)  If  someone  joins  a  Medicare  managed  care  plan  (HMO)  that  covers  people  on 
Medicare,  they  have  limited  choices  about  what  doctors  they  can  see; 

(5)  If  someone  joins  a  Medicare  managed  care  plan  (HMO)  that  covers  people  on 
Medicare,  they  can  change  or  drop  the  plan  and  still  be  covered  by  Medicare;  and 

(6)  Medicare  managed  care  plans  (HMOs)  that  cover  people  on  Medicare  often  cover 
more  health  services,  like  prescribed  medicines,  than  Medicare  without  a 
supplemental  policy. 

The  second  measure  is  how  many  beneficiaries  are  aware  of  the  CMS  1-800  MEDICARE 
toll-free  number. 

The  CMS  employs  a  variety  of  strategies  to  ensure  that  targeted  audiences  are  reached 
with  "the  right  information  at  the  right  time"  to  make  informed  health  care  decisions  in 
order  to  accomplish  these  objectives.  Ongoing  formative  research  and  consumer  testing 
is  conducted  as  part  of  all  programs  to  ensure  the  development  of  products  and 
information  that  will  be  understandable  and  delivered  through  the  most  appropriate, 
maximum  number  of  information  channels  to  reach  the  broadest  audiences.  These 
audiences  include  vulnerable  populations  who  have  problems  with  access  to  information. 
The  CMS  works  across  the  organization  to  ensure  maximum  and  efficient  use  of  existing 
infrastructures  to  carry  key  Medicare  messages  and  information  to  beneficiaries;  e.g., 
expanding  an  existing  information  channel  to  provide  new  information  to  beneficiaries 
rather  than  building  a  new  infrastructure.  The  CMS  has  begun  to  promote  and  publicize 
information  channels  and  resources  for  many  of  our  programs  to  further  raise  the 
awareness  levels  of  Medicare  beneficiaries. 

The  CMS's  National  Medicare  &  You  Education  Program  (NMEP)  is  an  example  of  one 
beneficiary-centered  program  that  strives  to  provide  information  to  improve  awareness  of 
Medicare  core  features  and  sources.  This  program  uses  a  variety  of  information  channels 
to  raise  awareness  including  a  handbook  in  print,  toll-free  telephone  services  through 
1  -800-MEDICARE,  information  via  www.medicare.  gov,  and  direct  counseling  support 
through  the  State  Health  Insurance  &  Assistance  Program.  NMEP  along  with  other 
national  and  local  programs  strive  to  raise  beneficiary  awareness  from  different 
perspectives;  e.g.,  public  nursing  home  campaigns  through  the  Quality  Improvement 
Organizations.  All  programs  are  evaluated  and  assessed  to  determine  their  effectiveness 
and  to  implement  further  improvements. 

Coordination:  All  CMS  beneficiary-centered  programs  emphasize  partnerships  with 
Federal.  State,  local  agencies,  and  beneficiary  advocacy  groups.  These  organizations 
have  the  ability  to  assist  us  in  the  development  and  dissemination  of  Medicare 
information  on  a  much  broader  basis  at  regional  and  local  levels.  As  an  example,  CMS 
has  built  an  alliance  network  of  over  1 20  national  organizations  and  has  formed  a 
National  Advisory  Panel  on  Medicare  Education  that  consists  of  national  experts  in 
consumer  education.  This  panel  advises  the  CMS  Administrator  on  ways  to  enhance  our 
efforts  in  consumer  awareness  on  Medicare. 
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Data  Source(s):  The  primary  source  of  data  on  beneficiary  understanding  of  Medicare 
will  be  the  MCBS.  The  MCBS  is  an  ongoing  personal-interview  survey  of  a  rotating 
panel  of  1 6,000  Medicare  beneficiaries.  The  sample  is  nationally  representative  of  the 
Medicare  population.  Sampled  beneficiaries  are  interviewed  every  4  months  to  acquire 
continuous  data  on  services,  costs,  payments,  and  insurance  coverage.  The  MCBS 
included  questions  asking  beneficiaries  about  their  awareness  of  basic  features  of  the 
Medicare  program. 

Questions  were  in  a  "true,"  "false,"  or  "not  sure"  format  For  ethical  reasons,  after  asking 
questions,  MCBS  interviewers  made  the  correct  answers  to  the  questions  available  to  the 
respondents  (beneficiaries  cannot  inadvertently  be  left  with  any  misperceptions  about  the 
program).  Therefore,  the  act  of  surveying  these  respondents  would  confound  subsequent 
measurement  of  their  awareness  of  the  program  features.  Sampled  beneficiaries  remain 
in  the  MCBS  for  3  years  and  then  rotate  out  of  the  survey.  Thus,  each  year  about 
one-third  of  the  overall  MCBS  sample  is  new  and  two-thirds  are  returning.  To  avoid 
instrumentation  bias,  the  questions  will  only  be  asked  of  new  MCBS  members.  This  new 
part  of  the  MCBS  sample  is  itself  nationally  representative  of  the  Medicare  population. 

Verification  and  Validation:  The  MCBS  is  subject  to  verification  typical  of  survey 
work,  including  data  range  checks  and  internal  consistency  checks,  which  are  done 
electronically  at  the  time  the  responses  are  entered  in  the  Computer  Assisted  Personal 
Interview  (CAPI)  device.  All  data  from  the  MCBS  are  carefully  edited  and  cleaned  prior 
to  the  creation  of  analytic  data  files.  Sample  weights  will  be  prepared  that  allow 
adjustments  to  survey  estimates  to  account  for  differential  probabilities  of  selection  in  the 
MCBS  sample,  under-coverage,  and  differential  patterns  of  survey  non-response. 
Statistical  precision  will  be  calculated  and  presented  with  the  estimates. 


VI- 144 


1128 


FEDERAL  ADMINISTRATIVE  COSTS 


Federal  Administrative  Costs 


Federal 
Administrative 
Costs 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
President's 
Budget* 

FY  2004 
Estimate 

Total  Budget 
Authority 

$504.7  M 

$530.5  M 

$562.5  M 

$580.6  M 

Full-Time  Equivalents 

4,610 

4,632 

4,661 

4,486** 

Funding  for  Federal  Administrative  Costs  provides  roughly  4,486**  CMS  employees  the 
ability  to  execute  the  Government's  responsibilities  in  continuing  Medicare  and  Medicaid 
services.  These  responsibilities  include  providing  direct  program  services  to 
beneficiaries,  providers,  Medicare  contractors,  and  State  agencies,  as  well  as  the  general 
public.  In  addition,  these  responsibilities  include  combating  fraud,  waste,  and  abuse; 
overseeing  safety  and  quality  of  health  care;  promoting  managed  care;  responding  to  data 
requests;  implementing  legislation;  and  developing  efficient  payment  and  operating 
systems. 

•  This  column  reflects  the  current  estimate  for  FY  2003.  Budget  authority  in  the 
FY  2003  President's  budget  was  $587.2  million. 

**  Includes  78  Full  Time  Equivalents  (FTEs)  funded  by  non-appropriated  funds,  and 
10  FTEs  funded  through  the  Medicare  Operations  line  item. 

In  addition  to  the  fact  that  Federal  Administrative  Costs  provide  the  "backbone"  for  most 
of  the  GPRA  goals,  other  representative  goals  related  to  this  budget  category  but  not 
listed  in  the  chart  are: 

•  Improve  Medicare  Managed  Care  Plans'  Administration  of  Appeal  Process 
(MB4-04) 

•  Sustain  Medicare  Payment  Timeliness  Consistent  with  Statutory  Floor  and 
Ceiling  Requirements  (MO2-04) 

•  Increase  the  Use  of  Electronic  Commerce  in  Medicare  (MO3-04) 

•  Maintain  CMS's  Improved  Rating  on  Financial  Statements  (MO4-04) 

•  Improve  CMS's  Oversight  of  Contractors  (MO5-04) 

•  Increase  Referral  of  Eligible  Delinquent  Debt  for  Cross  Servicing 
(MO6-04) 

•  Improve  the  Management  of  the  Survey  and  Certification  Budget 
Development  and  Execution  Process  (QSC3-04) 

•  Improve  CMS 's  Information  Systems  Security  (RP 1  -04) 
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JL  VI  IUI  lltaUVV  VAfaifl 

Targets 

Actual  Pprfnrmanrp 

Ref. 

Develop  and  Implement 

FY  04: 

FY  04: 

FAC2 

an  Information 

-Continue  maturing  the  ITA 

Technology  Architecture 

—Begin  implementation  of  architectural 

support  services 

See 

— Implement  IT  policies  and  procedure 

FY  03 

development,  as  needed 

Revised 

Final 

FY  03: 

FY  03: 

-Continue  maturing  the  ITA 

 Develop  3TC  fi  i tec  tiirfll  support  services 

— Tmi**l**m<^nt  IT  fin  1  i  r*  i anrl  tMYiP'pHiir^c 

—  liUpivlIlC/Ill  XX  ^JUIlvld?  aXXLX  pIL'L-^VtUJ 

<ind  continue  adding  <ts  needed 

FY  02: 

FY  02: 

-Continue  policy  and  procedure 

-Established  IT  policy  and 

Developed  <ukI  proniuigcLted  2 

pLf-UHCo,,   U  IVXXl&XllLllg  £J\JXX\sia* 

being  drafted  (Oo&l  met) 

 r\YYiT\i'£*te*  f^p-\r&\(\nme*T\t  of*  C  vctpm 

—  FV'vflnnm^nt  rtf  all  (R  in  totals 

Design  Reference  Models  &  integration 

SDRMs  completed  2/13/02  & 

into  SDLC  activities 

projects  have  begun  using  the 

CnRMt  in  th#»ir  ^T")T  C  artivitif"! 

(Goal  met) 

 Monitor  ITA  {jinterprise 

—  Monitoring  Enterprise 

Architecture)  conformance  as  part  of 

Architecture  conformance  as  part 

Investment  Process 

of  the  IT  Investment 

Management  Review  Process. 

Established  baseline  Products 

and  Standards  Profile. 

(Goal  met) 

FY  01: 

FY  01: 

—  Develop  template  configuration  for 

—  Being  developed;  Completion 

major  system  development 

of  6  templates  expected  3/1/02 

(Goal  not  met) 

-  Integrate  ITA  into  investment  review 

—Integrated  (Goal  met) 

process 

FY  00:  Approve  standards  and  policies 

FY  00:  All  standards  approved 

for  basic  services  (target  unchanged, 

(Goal  met) 

language  was  modified) 

Improve  CMS's 

See  Revitalization  Plan  budget  category 

Information  Systems 

Security 
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Performance  Goals 


Targets 


Actual  Performance 


Ref. 


Develop  New  Medicare 
Payment  Systems  in  Fee- 
for-Service  and 
Medicare+Choice : 


FAC4 


FY  04: 

-  Implement  PPS  system  for 
Psychiatric  Hospital  services 


-  Implement  revised  risk-adjusted 
payments  for  Managed  Care 

FY  03: 

-  Continue  design  of  PPS  system  for 
Inpatient  Psychiatric  Hospital  services 

-  Begin  combined  collection  of  data  for 
risk  adjusted  payments  for  Managed 
Care 

FY02: 

-  Implement  Inpatient  Rehabilitation 
Facilities  PPS 

-  Improved  risk-adjustment  model  for 
Medicare+Choice 


FY  01: 

-  Implement  Home  Health  Agency 
PPS 

-  Make  risk-adjusted  payments  based 
on  PIP-DCG  model 

FY  00: 

-  Implement  Hospital  Outpatient  PPS 


Publish  final  HHA  PPS  Regulation 
Make  Risk-adjusted  payments 


FY  99: 

--  Establish  SNF  PPS 

—  Make  Risk  Adjusted  payments 


FY  04: 


FY  03: 


FY  02: 

--  IRF  PPS  rule  published  8/7/01. 
Implemented  1/1/02  (Goal  met) 

-  Inpafient/ambulatory  risk- 
adjustment  model  selected  (Goal 
met) 


FY  01: 

-  HHA  PPS  implemented 
10/1/00  (Goal  met) 


(Goal  met) 


FY  00: 

-  Outpatient  PPS  implemented 
8/1/00  (Goal  met) 

-  Rule  published  7/3/00  (Goal 
met) 

-  Risk  adjusted  payments  began 
1/1/2000  (Goal  met) 

FY  99: 

-  (Goal  met) 

-  (Goal  met) 

Baseline:  Cost  reimbursement 
for  HHA,  SNF,  inpatient  rehab, 
outpatient  hospital  and 
psychiatric  hospitals.  Payments 
to  managed  care  plans  not  risk- 
adjusted  
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Improve  CMS 's 
Workforce  Planning 

FY  04:  Update  workforce  planning 
data  and  establish  a  knowledge  and 
skill  level  baseline 

FY  03:  Complete  development  of  and 
implement  automated  workforce 
planning  modules 
FY  02:  Build  and  populate  an 
automated  workforce  planning  system 
based  on  work  roles. 

Develop  work  roles  (i.e.,  groupings 
of  positions  with  similar  functions 
and  skill  requirements),  and  assign 
each  CMS  position  to  a  work  role. 
Determine  future  skill  and 
knowledge  requirements. 

FY  04: 
FY  03: 

FY  02:  Developed  work  roles 
and  assigned  CMS  positions  to 
work  roles.  Determined  future 
skills  and  knowledge 
requirements.  (Goal  met) 
(NEW  DATA) 

FAC6 

See 
FY  03 
Revised 
Final 

8 

& 

Improve  CMS's 
Management  Structure 

FY  04:  Establish  a  baseline  using  daia 
from  the  automated  management 
competency  system. 
FY  03:  (a)  Implementation  of  a 
competency-based  performance 
management  {planning  and  appraisal) 
program  for  managers;  (b) 
Implementation  of  an  awards  and 
recognition  program  for  managers;  and 
(c)  Exploration  of  data  sources 

FY  04: 
FY  03: 

FAC7 

See 
FY  03 
Revised 
Final 

8 

Strengthen  and  Maintain 
Diversity  at  all  Levels  of 
CMS 

FY  04:  Same  as  FY  2003 

FY  03:  Increase  representation  of  EEO 

groups  in  areas  where  they  demonstrate 

underrepresentation 

FY  03: 

FY  02:  Progress  made 
FY  01:  Progress  made 
FY  00:  EEO  groups 
representing  manifest  imbalances 
in  CMS  workforce  (Baseline) 

FAC8 

8 

Increase  awareness  about 
the  opportunity  to  enroll 
in  the  Medicare  Savings 
Programs 

FY  04:  Increase  awareness  of 
Medicare  Savings  Programs  to  14% 
FY  03:  Increase  awareness  of 
Medicare  Savings  Programs  to  13% 
FY  02:  Develop  baseline  and  set  future 
targets 

FY  04: 
FY  03: 

FY  02:  11%  (Goal  met) 
(Baseline) 

FAC9 

3 
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Implement  CMS 

FY  04:  Developmental 

FY  04: 

FAC10 

Restructuring  Plan  to 

FY  03: 

FY  03: 

Create  a  More  Citizen- 

~  Achieve  greater  administrative 

Centered  Organization 

efficiency  through  consolidation  of 

administrative  functions  and  reduction 

of  FTEs  by  93  FTE's 

—  Achieve  a  more  citizen-centered 

focus  through  organizational  delayering 

to  4  layers 

FY  02: 

-4632  FTE  Ceiling  (Baseline 

1/1/02) 

-5  layers  (Baseline  1/1/02) 

Performance  Results  Discussion 


The  CMS's  Federal  Administrative  Budget  funds  a  wide  range  of  activities.  Five  key 
areas  that  fall  under  this  category  are:  implementing  the  provisions  of  the  Balanced 
Budget  Act  (BBA)  of  1997  and  the  Health  Insurance  Portability  and  Accountability  Act 
(HIPAA);  modernizing  and  strengthening  CMS's  information  technology  (IT)  systems; 
improving  systems  security  and  workforce  planning. 

The  provisions  of  the  BBA,  Balanced  Budget  Refinement  Act  (BBRA),  and  HIPAA 
made  significant  changes  in  CMS's  programs.  These  changes  were  the  largest  the  agency 
has  seen  since  its  inception.  Two  goals  that  support  these  provisions  are  to  develop  new 
Medicare  payment  systems  and  to  ensure  compliance  with  HIPAA. 

Medicare  Payment  Systems  -  The  goal  to  develop  new  payment  systems  in  fee-for- 
service  and  Medicare+Choice  measures  our  progress  towards  implementing  prospective 
payment  systems  (PPS)  for  skilled  nursing  facilities,  home  health  agencies,  hospital 
outpatient  departments,  inpatient  rehabilitation  facilities  and  psychiatric  hospitals. 
Prospective  payment  for  these  services  is  expected  to  result  in  more  efficient  provision  of 
care  and  lower  costs  to  the  Medicare  program. 

In  FY  1998,  CMS  began  implementing  a  PPS  for  skilled  nursing  facilities.  In  FY  2000  a 
PPS  was  implemented  for  hospital  outpatient  departments.  On  October  1 ,  2000,  CMS 
implemented  a  PPS  for  home  health  and  we  implemented  PPS  for  inpatient  rehabilitation 
facilities  in  FY  2002.  Additionally,  CMS  will  begin  developing  a  psychiatric  hospital 
PPS  in  FY  2002.  Risk-adjusted  payments  for  Medicare+Choice  plans  were  implemented 
January  1 ,  2000  and  we  continue  to  improve  the  collection  of  data. 

Information  Technology  Architecture  (IT A)  -  The  information  technology  architecture 
goal  is  designed  to  track  the  development  and  implementation  of  an  IT  architecture 
framework.  We  made  substantial  progress  toward  reaching  our  FY  2001  targets  to 
integrate  ITA  requirements  into  our  internal  project  review  process  and  develop  standard 
configuration  templates.  These  goals  were  not  fully  met  due  to  staffing  and  budget 
shortfalls.  The  ITA  has  been  integrated  into  the  IT  Investment  Management  Review 
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process  through  CMS's  Integrated  IT  Investment  Management  Roadmap  effort. 
Architecture  review  checkpoints  throughout  the  Roadmap  are  being  used  to  ensure 
compliance  with  the  ITA.  The  CIO  Technical  Advisory  Board  is  performing  this  review 
role.  A  baseline  IT  products  and  standards  profile  has  been  established.  We  met  our 
FY  2002  goals,  as  we,  CMS,  developed  eight  configuration  templates  (now  being  called 
"System  Design  Reference  Models")  for  use  in  system  development  life  cycle  (SDLC) 
efforts.  Projects  have  begun  using  the  SDRM  in  their  SDLC  activities.  The  CMS  is 
continuing  architectural  development  through  a  segmented  approach.  One  segment, 
Medicare  fee-for-service  claims  processing,  was  completed  in  FY  2002.  In  addition, 
workgroups  were  established  in  FY  2002  to  develop  IT  policies  and  procedures.  Two 
policies  were  developed  and  promulgated.  Policies  in  15  remaining  areas  are  being 
drafted. 

Workforce  Planning  -  To  meet  the  rising  challenge  of  maintaining  a  workforce  with  the 
specific  skills  necessary  to  accomplish  our  goals,  and  consistent  with  the  President's 
Management  priorities,  CMS  is  instituting  a  systematic  approach  to  assessing  and 
addressing  skills  and  knowledge  needs.  In  FY  2000,  CMS  developed  a  competency 
catalogue  of  skills  and  knowledge  required  to  accomplish  Agency  functions.  This 
catalogue  was  used  in  FY  2001  to  inventory  current  employee  competencies. 

Skill  and  knowledge  gaps  identified  through  this  one-time  data  collection  initiative  were 
ranked  by  agency  management,  resulting  in  the  identification  of  gaps  in  specific 
knowledge  and  skills.  We  met  our  FY  2002  target  by  developing  a  prototype  system. 
Work  roles  were  developed  and  assigned  to  all  CMS  positions,  and  future  skill  and 
knowledge  requirements  were  determined.  After  evaluating  the  initial  prototype,  CMS 
decided  to  develop  a  series  of  automated  workforce  planning  modules  linked  to  our 
human  resource  information  system,  rather  than  build  a  "stand-alone"  workforce 
planning  system.  Completion  of  these  modules  is  expected  in  FY  2003.  Full 
implementation,  in  FY  2004,  will  give  CMS  data  on  knowledge  and  skill  gaps  that  can  be 
tracked  over  time. 

Management  Structure  -  The  CMS  is  developing  a  performance  goal  to  improve  our 
management  structure.  Through  workforce  planning,  we  have  identified  specific 
competency  areas  across  the  Agency  that  need  to  be  targeted  for  improvement,  including 
CMS's  management  and  leadership.  We  will  be  focusing  on  activities  such  as 
recruitment  and  selection,  performance  management,  awards  and  recognition,  and 
continuous  learning,  to  strengthen  the  leadership  skills  of  our  management. 

In  March  of 2002,  CMS  fully  implemented  a  competency-based  recruitment  and  selection 
process.  In  FY  2003,  we  are  developing  an  automated  system  (form  and  database)  that 
will  be  used  in  both  the  appraisal  and  awards  systems  to  capture  managerial  performance 
information  and  to  issue  management  reports.  This  information  will  allow  us  to  measure 
the  improvement  in  management  competency  as  a  result  of  CMS's  Leadership  and 
Management  Development  Strategy  (LMDS)  activities.  We  will  gather  baseline  data 
from  the  automated  system  in  FY  2004  to  begin  measuring  improvement  in  the 
leadership  competencies. 
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Workforce  Diversity  -  We  are  pleased  to  report  progress  in  our  goal  to  increase 
representation  in  the  CMS  workforce  of  Equal  Employment  Opportunity  (EEO)  groups  in 
areas  where  they  demonstrate  underrepresentation.  In  2001 ,  we  realized  increases  for 
individuals  with  disabilities,  American  Indians/Alaskan  Natives  and  Hispanics. 

Official  figures  provided  by  the  Department  of  Health  and  Human  Services  for  the  end  of 
fiscal  year  2002  indicate  that  CMS  again  realized  an  increase  in  the  workforce 
representation  of  Hispanics,  up  from  3.7  percent  in  FY  2001  to  4.4  percent  in  FY  2002. 
In  addition,  during  fiscal  year  2002  CMS  successfully  increased  representation  of 
previously  underrepresented  EO  groups  within  certain  occupational  series.  Most  notably, 
American  Indian  females  in  the  1801  Inspector  General/Investigator  series  advanced 
from  no  representation  to  above  parity  with  the  civilian  labor  force  (from  0  percent  in 
FY  2001  to  0.78  percent  in  FY  2002).  Representation  for  four  other  groups  demonstrated 
improvement  as  well,  moving  out  of  manifest  imbalance  during  the  fiscal  year:  Hispanic 
males  in  the  0107  Health  Insurance  Specialist  series  (from  1 .29  percent  in  FY  2001  to 
1 .33  percent  in  FY  2002);  Asian  American  females  in  the  0301  Miscellaneous 
Administration/Program  Administration  series  (from  0.46  percent  in  FY  2001  to 
1.33  percent  in  FY  2002);  Hispanic  females  in  the  0334/2210  Computer  Specialist  series 
(from  1 .06  in  FY  2001  to  1 .47  percent  in  FY  2002);  and  white  females  in  the  0501 
Financial  Administration/Program  Administration  series  (from  21.13  percent  in  FY  2001 
to  27. 1 2  percent  in  FY  2002). 

We  continue  to  utilize  various  initiatives  and  hiring  authorities  to  address  the 
underrepresentation  of  certain  EEO  gr:  ips  at  CMS.  We  also  reference  public  sector  and 
private  industry  reports  to  replicate  successful  practices  of  other  Federal  agencies  in 
addressing  EEO  group  underrepresentation. 

Medicare  Savings  Programs  -  In  the  past  CMS  focused  its  efforts  on  increasing 
enrollment  of  dual  eligible  beneficiaries.  Dual  eligible  beneficiaries  are  eligible  for  both 
the  Medicare  and  the  Medicaid  programs.  The  goal  to  increase  awareness  about  the 
opportunity  to  enroll  in  the  Medicare  Savings  Programs  will  target  the  low-income 
Medicare  beneficiary  population.  Initially  this  goal  will  focus  on  individuals  who  are 
eligible  for  the  Qualified  Medicare  Beneficiary  (QMB)  and  Specified  Low  Income 
Medicare  Beneficiary  (SLMB)  programs.  CMS  met  our  target  for  FY  2002  by 
establishing  a  baseline  of  1 1  percent  of  Medicare  beneficiaries  that  were  aware  of 
Medicare  Savings  Programs.  Additionally,  targets  were  established  for  subsequent  years. 
In  FY  2003  we  have  established  a  target  to  increase  awareness  to  13  percent  and 
14  percent  in  FY  2004. 

Implement  CMS  Restructuring  Plan  -  In  support  of  the  President's  Management 
Agenda,  we  have  made  significant  progress  toward  our  FY  2003  goal  to  achieve  greater 
administrative  efficiency  through  consolidation  of  administrative  functions  and  a 
reduction  in  staffing,  and  to  achieve  a  more  citizen-centered  focus  through  organizational 
delayering. 
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In  support  of  our  target  to  consolidate  administrative  functions,  we  awarded  the 
Consolidated  Information  Technology  Infrastructure  Contract  (CITIC)  in  May  2002 
under  which  CMS  has  combined  multiple  information  technology  support  contracts  into  a 
consolidated  contract.  In  addition,  we  have  made  progress  reducing  our  administrative 
FTEs  using  a  combination  of  attrition  and  re-deployment  of  incumbents  to  non- 
administrative,  citizen-centered  service  positions.  We  have  also  completed  a 
reorganization  of  the  human  resources  (HR)  function  to  facilitate  potential  consolidation 
at  the  Department  of  Health  and  Human  Services  (HHS)  level  and/or  cross  servicing  with 
other  Operating  Divisions  within  HHS.  This  reorganization  aligned  CMS  HR  functions 
with  consolidation  objectives.  As  of  December  2002,  1 5  of  the  16  CMS-identified 
vertical  delayering  action  items  (94  percent)  have  already  been  completed.  We  are 
confident  our  efforts  will  result  in  meeting  our  FY  2003  goal  of  greater  administrative 
efficiency  and  achieving  a  more  citizen-centered  focus. 
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Performance  Goal  FAC2-04 
Develop  and  Implement  an  Information  Technology  Architecture 


Baseline:  The  CMS  use  of  Infonnation  Technology  (IT)  could  not  adequately  support  the 
future  business  needs  of  the  Agency.  We  determined  that  the  development  of  an  improved 

Information  Technology  Architecture  (IT A)  was  needed.  

FY  2004  Target:  Continue  maturing  the  ITA  (Enterprise  Architecture).  Revise  and  update 
promulgated  policies  to  ensure  continued  compliance  with  Federal  and  legislative  requirements 

and  to  address  lessons  learned  from  implementation  of  these  promulgated  policies.  

FY  2003  Target:  Continue  to  develop  the  ITA  (Enterprise  Architecture),  including  further 
expansion  of  both  breadth  and  depth  using  a  segmented  approach,  with  specific  segments 
determined  as  opportunities  and  needs  arise.  Complete  development  and  promulgation  of 

remaining  IT  policies.   _  

FY  2002  Target:  Continue  development  of  policies  and  procedures  required  for 
implementation  of  the  HCFA  ITA  and  migration  strategy.  Complete  development  and 
integrate  use  of  standard  configuration  templates,  a.k.a.,  "System  Design  Reference  Models," 
with  major  system  development  life  cycle  activities.  Monitor  ITA  conformance  as  part  of  the 

IT  Investment  Review  Process.  Performance:  Goal  Met  

FY  2001  Target:  Develop  standard  configuration  templates  for  use  in  major  system  design 
efforts.  Integrate  the  ITA  conformance  criteria  into  the  IT  Investment  Review  Process. 
Performance:  Goal  Partially  Met  —  First  set  of  templates  near  completion,  conformance 

criteria  integrated  into  IT  Investment  Review  Process.  

FY  2000  Target:  Approve  standards  and  policies  for  each  of  the  66  basic  service  areas 
identified  in  the  HCFA  ITA  technical  reference  model. 

Performance:  Goal  Met  —  All  basic  service  areas  approved,  policies  addressed  as  needed. 

Discussion:  The  CMS,  as  required  by  the  Clinger-Cohen  Act  of  1996,  is  developing  an 
integrated,  enterprise- wide  ITA  that  is  aligned  with  CMS's  strategic  business  objectives. 
The  ITA  will  document  the  relationships  between  CMS's  business  and  management 
processes  and  the  technology  that  supports  those  processes.  Its  purpose  is  to  ensure  that 
IT  requirements  are  aligned  with  the  business  processes  that  support  CMS's  mission  and 
that  a  logically  consistent  set  of  policies  and  standards  is  developed  to  guide  the 
engineering  of  CMS's  IT  systems.  The  CMS's  Chief  Information  Officer  (CIO)  has 
overall  responsibility  for  the  ITA,  and  has  appointed  an  architect  to  oversee  its 
development  and  implementation. 

The  CMS  has  developed  an  IT  vision  on  which  the  target  ITA  will  be  based.  Key 
elements  of  this  vision  are: 

■  a  central  "core"  of  well-managed  databases; 

■  modular  applications  systems  accessing  the  databases;  and 

■  structured  interfaces  to  facilitate  access  to  the  data  in  the  core  databases. 

The  CMS  has  completed  the  preliminary  target  architecture  and  migration  strategy.  As 
CMS  continues  to  implement  and  mature  this  architecture  and  migration  strategy,  the 
Agency  will  begin  to  replace  current,  system- specific  databases  with  new  databases  that 
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have  broad  applicability  across  many  systems.  It  will  also  redesign-antiquated  data 
systems  and  technology  to  take  advantage  of  modern,  more  flexible  programming 
languages.  The  result  will  be  a  systems  environment  that  is  more  responsive  to  current 
and  future  business  demands,  less  expensive  to  maintain,  and  better  able  to  support 
program  operations  and  policy  decision-making. 

The  CMS  has  developed  an  ITA  metrics  program  to  measure  the  implementation  and 
effectiveness  of  the  architecture.  It  includes  two  types  of  metrics:  goal-based  and 
process-based.  The  goal-based  metrics  relate  to  1)  ITA  maturity;  2)  awareness/ 
compliance  relative  to  the  ITA;  and  3)  organizational  impact  of  the  ITA.  Selected  goal- 
based  metrics  will  be  used  for  GPRA  reporting.  The  process-based  metrics  will  be  used 
by  CMS  for  internal  improvements  to  the  ITA  and  related  processes. 

In  FY  2002  CMS  began  its  metrics  program  for  GPRA  reporting  by  measuring  ITA 
maturity  using  the  number  of  standards  and  preferred  IT  products  mat  have  been 
approved  by  the  IT  Council.  Since  a  baseline  of  these  siandards  and  products  has  now 
been  established,  CMS  believes  that  a  sufficient  level  of  ITA  maturity  relative  to 
standards  and  products  has  been  reached,  thereby  making  this  measurement  no  longer 
worthwhile.  Instead,  we  are  now  measuring  the  percent  of  completeness  relative  to  other 
activities  designed  to  mature  and  implement  the  target  ITA  and  migration  strategy- 
activities  such  as:  completion  of  ITA  segments  for  which  subject-specific  target 
architectures  and  migration  strategies  have  been  developed,  compliance  with  the 
approved  criteria  used  to  certify  architecture  conformance,  and  use  of  System  Design 
Reference  Models  for  establishing  configurations  of  platforms  and  tools  for  software 
development  projects,  development  of  IT  policies  and  procedures  that  support  the  ITA, 
and  integration  of  models  and  processes  developed  as  part  of  the  architecture  into  CMS's 
day-to-day  activities. 

Coordination:  The  CMS  is  coordinating  the  ongoing  evolution  of  its  architecture  and 
migration  strategy  with  other  Department  of  Health  and  Human  Services  (HHS) 
representatives.  This  coordination  occurs  through  regular  meetings  of  the  HHS  CIO 
Council  and  its  ITA  Group. 

Data  Source(s):  Approved  standards  and  preferred  IT  products  are  documented  in  the  IT 
standards  profile  database,  which  is  accessible  through  CMS's  Intranet.  Current  work  is 
underway  to  document  all  IT  policies  in  a  standard  manner.  We  intend  to  capture  all 
these  documented  IT  policies  and  associated  procedures,  templates,  guides,  etc.  in  a 
single  repository  as  part  of  the  Agency's  IT  Investment  Management  program  (a/k/a 
"Roadmap").  Also,  System  Design  Reference  Models  will  be  integrated  into  the 
Roadmap  activities. 

Verification  and  Validation:  The  CIO's  Technical  Advisory  Board  verifies  and 
validates  that  project  designs  comply  with:  IT  Standards  Profile  database,  the  System 
Design  Reference  Models,  and  other  Enterprise  Architecture  conformance  criteria. 
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Performance  Goal  FAC4-04 

Develop  New  Medicare  Payment  Systems  in  Fee-for-Service  and 
Medicare+Choice 


|  Baseline:  Prior  to  the  enactment  of  the  BBA  of  1997,  SNFs,  HHAs,  hospital  outpatient 
|  services,  inpatient  rehabilitation  services  and  psychiatric  hospitals  were  paid  on  a  cost 
I  reimbursement  basis  (although  certain  limits  applied).  Payments  to  managed  care  plans  were 
I  not  risk-adjusted  (did  not  reflect  variations  in  per  capita  costs  based  on  health  status  of 
beneficiaries).  

FY  2004  Target:  Implement  PPS  system  for  inpatient  psychiatric  hospital  services.  A  new 
risk  adjustment  model  for  payments  to  M+COs  that  incorporates  inpatient  and  ambulatory 
data  will  be  implemented  in  CY  2004  and  the  collection  of  inpatient  and  ambulatory  data  will 
continue. 

FY  2003  Target:  Continue  design  of  PPS  system  for  inpatient  psychiatric  hospital  services. 
Begin  the  combined  collection  of  both  inpatient  and  ambulatory  data  for  the  implementation 
of  an  improved  Medicare+Choice  risk  adjustment  methodology  in  CY  2004. 
FY  2002  Target:  Implement  PPS  systems  for  inpatient  rehabilitation  services  during 
FY  2002.  Design  PPS  systems  for  psychiatric  hospitals.  An  improved  risk  adjustment  model 
for  payments  to  Medicare+Choice  Organizations  (M-+CO)  will  be  developed  for 
implementation  in  CY  2004  and  data  systems  will  be  implemented  to  capture  both  inpatient 
and  ambulatory  data. 

Performance:  Goal  met.  The  inpatient  rehabilitation  facilities  (IRF)  PPS  rule  was  published 
in  the  Federal  Register  on  August  7, 2001 .  IRF  PPS  was  successfully  implemented  on  January 
1, 2002.  A  risk  adjustment  model  for  payments  to  M+COs  has  been  selected  that  incorporates 

both  inpatient  and  ambulatory  data.  

FY  2001  Target:  Implement  PPS  systems  for  HHA  services  October  1,  2000.  Risk  adjusted 
payments  to  M+COs  will  continue  to  be  made  based  on  the  PIP-DCG  model;  and  the 
collection  of  inpatient  data  will  continue  in  FY  2001 . 

Performance:  Goal  met.  The  HHA  PPS  final  rule  was  effective  October  1,  2000.  

FY  2000  Target:  Implement  PPS  for  hospital  outpatient  services.  Make  risk  adjusted 
payments  under  Medicare+Choice.  Publish  final  PPS  regulation  for  HHA. 
Performance:  Goal  met.  Risk  adjusted  payments  began  January  1 ,  2000  and  hospital 
outpatient  department  PPS  was  implemented  August  1, 2000.  HHA  PPS  final  rule  published 

July  3,  2000.   ; 

FY  1999  Target:  Establish  methodology  for  SNF  PPS  and  establish  risk  adjuster 
methodology  for  Medicare+Choice. 
Performance:  Goal  met. 


Discussion:  The  Balanced  Budget  Act  (BBA)  of  1997  requires  the  development  of  a 
number  of  prospective  payment  systems  (PPS)  in  traditional  Medicare  and  a  risk 
adjustment  methodology  for  payments  to  Medicare+Choice  plans.  The  categories  of 
providers  or  services  that  are  to  be  paid  on  a  prospective  basis  include  skilled  nursing 
facilities  (SNF),  home  health  agencies  (HHA),  inpatient  rehabilitation  hospital  services, 
and  services  provided  in  hospital  outpatient  departments.  The  Balanced  Budget 
Refinement  Act  (BBRA)  of  1999  requires  the  development  of  a  PPS  for  psychiatric 
hospitals. 
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Prior  to  enactment  of  the  BBA,  SNFs,  HHAs,  hospital  outpatient  services,  and  inpatient 
rehabilitation  hospital  services  were  paid  on  a  cost  reimbursement  basis  (though  certain 
limits  applied).  Prior  to  enactment  of  the  BBRA,  psychiatric  hospitals  also  were  paid  on 
a  cost  reimbursement  basis.  Prospective  payment  for  these  services  is  expected  to  result 
in  more  efficient  provision  of  care,  and  lower  costs  to  the  Medicare  program.  With 
regard  to  payments  to  Medicare+Choice  plans,  CMS,  the  Congressional  Budget  Office, 
and  numerous  researchers  have  found  that,  because  of  the  relatively  better  health  of 
Medicare  Health  Maintenance  Organization  (HMO)  enrollees,  the  pre-BB  A  payment 
methodology  can  result  in  higher  costs  than  fee-for-service  Medicare.  Based  on  BBA 
requirements,  the  Secretary  implemented  a  risk  adjustment  methodology,  on 
January  1 , 2000,  that  accounts  for  variations  in  per  capita  costs  based  on  health  status. 
The  Medicare,  Medicaid  and  SCHIP  Benefits  Improvement  Protection  Act  (BIPA)  of 
2000  further  mandates  that  the  risk  adjustment  methodology  starting  in  2004  should  be 
based  on  data  from  inpatient  hospital  and  ambulatory  settings  (Section  603). 

Coordination:  The  CMS  will  work  closely  with  its  payment  contractors  in  carrying  out 
this  goal. 

Data  Sonrce(s):  Required  regulations  and/or  notices  must  be  published  in  final  in  time 
to  implement  each  provision. 

Verification  and  Validation:  We  intend  to  further  refine  and  improve  the  payment 
methodologies  on  a  continuous  basis.  The  CMS  will  use  data  and  studies  to  determine 
appropriateness  of  the  payment  systems  with  a  view  towards  continuous  refinement. 


Vl-156 


1140 


FEDERAL  ADMINISTRATIVE  COSTS 


Performance  Goal  FAC6-04 
Improve  CMS's  Workforce  Planning 


Baseline:  Developmental.  Baseline  data  to  determine  skill  and  knowledge  gaps  will  be 

available  from  the  workforce  planning  automated  system  in  FY  2004. 

FY  2004  Target:  Update  workforce  planning  data  and  establish  a  knowledge  and  skill  level 

baseline. 

FY  2003  Target:  Complete  development  of  and  implement  automated  workforce  planning 
modules. 

FY  2002  Target:  Build  and  populate  an  automated  workforce  planning  system  based  on  work 
roles. 

-  Develop  work  roles  (i.e.,  groupings  of  positions  with  similar  functions  and  skill 

requirements),  and  assign  each  CMS  position  to  a  work  role. 

-  Determine  future  skill  and  knowledge  requirements. 
Performance:  Goal  met. 


Discussion:  Over  the  years,  CMS's  programs,  structures,  and  workforce  have  changed 
significantly.  Today,  the  organization  faces  a  series  of  unprecedented  business  and 
environmental  challenges,  which  have  major  implications  for  CMS's  workforce.  These 
challenges  demonstrate  a  need  to  determine  and  address  gaps  in  necessary  skills  and 
knowledge.  The  challenges  are  listed  below: 

(1)  Financial  Resources:  Increased  accountability  for  programmatic  outcomes  more 
closely  linked  to  the  budget; 

(2)  Legislation:  Major  modifications  to  our  programs  as  a  result  of  legislation; 

(3)  Human  Resources:  Aging  workforce  and  competition  for  skilled  workers; 

(4)  Agency- wide  Restructuring:  New  skills  are  required  as  CMS  restructures  itself  to 
become  more  responsive  to  citizens  and  other  stakeholders. 

(5)  Increased  Stakeholders:  Increased  program  support  to  partners  and  stakeholders  as 
beneficiary  demographics  change  and  demands  grow; 

(6)  Customers:  The  CMS's  transition  from  a  traditional  role  as  payer  and  regulator  into 
a  broader  role  as  an  active  market  presence; 

(7)  Technology:  Rapid  advancements  in  technology  resulting  in  difficulty 
obtaining,  developing,  and  retaining  technology-related  skills;  and 

(8)  Health  Care  Delivery:  Rapid  changes  in  medical  practices  and  technology,  requiring 
new  and  dynamic  methods  of  oversight  and  regulation. 

Given  these  challenges,  and  in  accordance  with  the  President's  Management  Plan,  CMS 
is  creating  a  dynamic  workforce  planning  system  to  help  managers  make  strategic  plans 
and  decisions  for  hiring/staffing,  retention,  and  human  resources  development.  The  CMS 
workforce  planning  model  will:  (1)  analyze  current  and  future  work;  (2)  develop  a 
current  and  future  competency  framework;  (3)  identify  existing  workforce  competencies; 
and  (4)  conduct  an  analysis  of  gaps  between  current  and  future  requirements  and  existing 
workforce  skills  and  knowledge.  This  four-phase  process  will  be  supplemented  with 
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retirement,  retention,  and  demographic  analyses.  This  data  serves  as  the  basis  for  several 
action  plans,  including  recruitment  plans,  succession  plans,  learning  plans,  and 
staffing/redeployment  plans. 

A  gap  is  defined  as  the  level  of  a  skill  or  knowledge  required  in  carrying  out  the  agency's 
mission  now  or  in  the  future,  minus  the  level  of  that  skill  or  knowledge  available  in  the 
current  workforce.  During  FY  2000,  CMS  leadership  identified  the  following  six  broad 
competency  areas  as  long-term  priority  workforce  planning  needs: 


Management/Leadership 

Communication 

/-  - 

Medical  and  Clinical  ■"— -uses-       ^  -  - 

V     -  SK1E.L5  / 

§gS3S5SFinancial  Management 

Information  Technology         Contractor  Management 

During  FY  2001,  CMS  employees  completed  a  Knowledge  and  Skills  Inventory, 
identifying  their  current  level  of  skills  and  knowledge  as  well  as  the  levels  required  in 
their  current  positions.  Skill  and  knowledge  gaps  identified  through  this  one-time  data 
collection  initiative  were  ranked  by  agency  management  based  on  breadth,  depth,  and 
criticality  for  accomplishing  CMS's  strategic  goals.  This  ranking  resulted  in  the 
identification  of  gaps  in  specific  knowledge  and  skills  in  each  of  the  six  areas  listed 
above,  as  well  as  one  cross-cutting  skill  (project  management). 

In  FYs  2002  and  2003,  we  are  implementing  strategies  to  address  the  gaps  in  each  of  the 
seven  knowledge  and  skill  areas.  The  level  of  skill  or  knowledge  in  these  targeted  areas 
will  be  increased  by  strategic  activities  to  recruit,  develop,  retain,  and/or  redeploy 
employees.  These  activities  will  be  evaluated  to  determine  their  effectiveness  in 
increasing  knowledge  or  skills.  In  future  years,  the  automated  workforce  planning 
system  will  be  used  to  determine  changes  in  workforce  knowledge  and  skills. 

Design  of  an  intranet-based  system  to  house  workforce  planning  data  was  initiated  in 
FY  200 1 .  During  FY  2002,  a  prototype  system  was  developed.  After  evaluating  the 
initial  prototype,  CMS  decided  to  develop  a  series  of  automated  workforce  planning 
modules  linked  to  our  human  resource  information  system,  rather  than  build  a  "stand- 
alone" workforce  planning  system.  Completion  of  these  modules  is  expeeted  in 
FY  2003.  Full  implementation,  in  FY  2004,  will  give  CMS  data  on  knowledge  and  skill 
gaps  that  can  be  tracked  over  time. 
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Coordination:  Workforce  planning  is  being  done  in  accordance  with  guidelines  and 
standards  of  the  Department  of  Health  and  Human  Services,  the  Office  of  Management 
and  Budget,  the  Office  of  Personnel  Management,  and  the  General  Accounting  Office. 
The  CMS  is  working  with  the  American  Federation  of  Government  Employees,  Local 
1923,  which  represents  staff. 

C2  Technologies,  Inc.  and  the  American  Institutes  for  Research  are  developing  the  design 
for  the  automated  workforce  planning  system  through  the  Office  of  Personnel 
Management's  training  management  assistance  services.  Within  CMS,  the  Office  of 
Internal  Customer  Support  is  programming  the  individual  modules  and  coordinating  with 
the  Office  of  Information  Services  to  implement  the  system. 

Data  Source(s):  Beginning  in  FY  2003,  a  series  of  intranet-based  workforce  planning 
modules  will  house  data  on  the  number  of  full-time  equivalents  (FTEs)  performing  each 
of  CMS's  business  functions  and  roles,  the  skills  and  knowledge  required  to  carry  out  the 
functions  and  roles,  and  the  skills  and  knowledge  of  current  CMS  staff.  Employees  and 
managers  will  be  able  to  access  and  update  information  on  themselves  or  their 
organizations.  These  modules,  when  operational,  are  expected  to  provide  the  data  for 
periodic  reports  on  the  status  of  the  agency's  skill  and  knowledge  requirements. 

Verification  and  Validation:  All  CMS  staff  will  be  expected  to  provide  data  on  skill 
and  knowledge  levels;  sampling  will  not  be  used.  The  automated  workforce  planning 
modules  will  allow  for  managerial  validation  of  skill  and  knowledge  data  and  employee 
validation  of  data  provided  by  managers.  The  data  for  the  automated  system  is  being 
collected  using  standard  job  analysis  and  other  behavioral  science  techniques,  which 
include  validation  procedures. 


VI-159 


1143 


FEDERAL  ADMINISTRATIVE  COSTS 


Performance  Goal  FAC7-04 
Improve  CMS's  Management  Structure 


Baseline:  Developmental.  

FY  2004  Target:  Performance  Management:  Establish  a  baseline  using  data  from  the  automated 

management  competency  system.  

FY  2003  Target:  (a)  Performance  Management:  Full  implementation  of  a  competency-based 
performance  management  (planning  and  appraisal)  program  for  non-Senior  Executive  Service 
(non-SES)  managers;  (b)  Awards  and  Recognition:  Implementation  of  an  awards  and  recognition 
program  for  non-SES  managers  directly  linked  to  managerial  effectiveness  and  program  results; 
and  (c)  Explore  data  sources  to  develop  a  baseline  and  targets  for  measuring  the  progress  of  the 
activities  and/or  the  improvement  in  management  competency'as  a  result  of  LMDS  activities. 

Discussion:  The  CMS  faces  a  number  of  human  resource  challenges  in  the  next  several 
years,  including  the  increasing  number  of  managers  eligible  for  retirement.  In  order  to 
address  this  challenge,  we  have  had  to  reevaluate  the  development  and  growth  of  our 
managers.  Like  many  other  Federal  agencies,  CMS  has  often  chosen  managers  based 
upon  their  technical  expertise  with  little  emphasis  on  their  leadership  skills.  The  CMS 
has  initiated  a  Leadership  and  Management  Development  Strategy  (LMDS)  to  build 
proficiency  in  the  disciplines  of  leadership  and  management  by  developing  systems  and 
practices  that  promote  a  high  standard  of  leadership  throughout  the  Agency. 

The  LMDS  is  based  on  a  set  of  5  competencies,  encompassing  28  related  skills.  The  five 
competencies  are  based  on  those  used  by  the  Office  of  Personnel  Management  for 
members  of  the  Senior  Executive  Service.  The  intent  is  to  build  proficiency  throughout 
the  Agency  in  the  disciplines  of  management  and  leadership  by  developing  systems  and 
practices  that  promote  a  high  standard  of  leadership  that  is  both  results-oriented  and 
customer-focused.  These  proficiencies  will  enable  CMS  managers  to  become  better 
stewards  of  the  programs  entrusted  to  the  Agency  by  the  public.  The  LMDS  addresses  a 
wide  range  of  activities,  including  performance  management  and  awards  and  recognition, 
which  comprise  our  FY  2003  targets,  along  with  recruitment  and  selection  and 
continuous  learning,  which  are  efforts  that  are  already  in  progress. 

Recruitment  and  Selection 
Many  Government  managers  are  often  selected  on  the  basis  of  their  personal  technical 
expertise,  without  emphasis  on  demonstrated  leadership  skills.  Novice  managers  who  do 
not  receive  timely  training  and  mentoring  for  their  new  roles  often  continue  to  function  as 
technical  leads  with  a  few  added  administrative  duties. 

In  1999,  CMS  introduced  a  new  process,  on  a  pilot  basis,  for  recruiting  and  selecting 
managers  based  on  the  five  managerial  competencies — managing  change,  leading  people, 
producing  results,  managing  resources,  and  partnering/building  coalitions.  Working  from 
the  list  of  28  competency-related  Knowledge  Skills  and  Abilities  (KS As),  selecting 
officials  chose  the  KSAs  that  were  most  important  for  the  position  being  filled,  with  all 
five  managerial  competencies  being  represented,  in  addition  to  technical  KSAs,  specific 
to  a  CMS  program  or  function.  In  this  way,  a  balance  was  maintained  between  the 


VI- 160 


1144 


FEDERAL  ADMINISTRATIVE  COSTS 


desired  technical  and  managerial  selection  criteria.  Full  implementation  of  the 
competency-based  recruitment  and  selection  process  for  non-SES  managers  was  fully 
implemented  effective  March  4,  2002. 

Performance  Management 
Performance  management  (planning  and  appraisal)  programs  fulfill  five  organizational 
purposes:  1)  linking  individual  performance  to  the  organization's  mission  and  objectives; 
2)  defining  what  constitutes  acceptable  performance;  3)  measuring  and  evaluating 
individual  performance;  4)  relaying  information  about  current  performance  back  to 
individuals  to  shape  their  future  performance;  and  5)  providing  information  to  related 
management  systems  (such  as  compensation  or  succession  planning). 

The  CMS  is  working  to  introduce  a  performance  planning  and  appraisal  program  for  non- 
SES  managers  that  will  encourage  managers  to  discuss,  develop  and  apply  the  managerial 
competencies.  One  of  our  targets  is  to  have  this  performance  management  program  fully 
developed  in  FY  2003. 

In  line  with  the  Performance  Management  Program  for  managers  (i.e.  appraisal  and 
awards  and  recognition  systems),  in  FY  2003,  CMS  is  developing  an  automated  system 
(form  and  database)  that  will  be  used  in  both  the  appraisal  and  awards  systems  to  capture 
managerial  performance  information  and  to  issue  management  reports.  This  information 
will  allow  us  to  determine  the  management  competencies  most  used  in  CMS  and  to  track 
ratings  from  year  to  year.  The  theory  is  if  the  human  resources  processes  consistently 
support  these  core  management  competencies;  that  is,  we  recruit  and  select  based  on 
these  competencies,  managers  are  rated  against  these  competencies,  our  management 
training  focuses  on  these  competencies  and  managers  are  rewarded  for  demonstrating 
these  competencies,  the  current  culture  will  change  and  CMS  managers  will  become 
better  leaders. 

We  will  gather  baseline  data  from  the  automated  system  in  FY  2004  to  begin  measuring 
improvement  in  the  leadership  competencies. 

Awards  and  Recognition 
Any  attempt  to  implement  a  competency-based  approach  to  management  must  recognize 
all  competencies,  both  programmatic  and  managerial.  To  support  competency-based 
recruitment  and  hiring  and  performance  management,  CMS  will  develop  an  awards  and 
recognition  program  for  non-SES  managers  in  FY  2003. 

Continuous  Learning 
Using  a  managerial  competency-based  model  for  management  is  the  foundation  for 
improved  recruitment  and  selection,  performance  management,  and  awards  and 
recognition  for  CMS  managers. 

To  that  end,  CMS  has  identified  a  core  set  of  classroom  learning  opportunities  that  will 
help  managers,  both  new  and  established,  acquire  and  become  proficient  in  basic 
management  skills.  The  initial  set  of  courses  was  first  offered  in  FY  2001,  and  we 
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continue  to  identify  additional  courses  and  other  learning  opportunities.  In  FY  2002  we 
revised  requirements  to  make  the  core  management  learning  opportunities  mandatory  for 
probationary  managers  and  to  make  a  reasonable  number  of  continuing  management 
education  classes  mandatory  in  each  year  after  completion  of  probation  for  all  managers. 

Coordination:  The  goal  to  improve  CMS's  management  structure  is  being  conducted  in 
accordance  with  a  modified  approach  used  by  the  Office  of  Personnel  Management  for 
members  of  the  Senior  Executive  Service.  All  activities  in  this  regard  are  undertaken 
with  the  concurrence  of  the  LMDS  Advisory  Panel  and  the  CMS  Leadership 
Development  and  Recognition  Board. 

Data  Source(s):  Developmental.  In  FY  2003,  CMS  is  developing  an  automated  system 
that  will  be  used  in  both  the  appraisal  and  awards  systems  to  capture  managerial 
performance  information  and  to  issue  management  reports. 

Verification  and  Validation:  Developmental.  The  selected  CMS  managerial 
competencies  were  validated  in  the  Agency  under  contract  with  Wilson  Learning.  All 
management  evaluations,  including  competency  information  to  be  entered  into  the 
automated  system,  are  reviewed  at  the  Office/Center  Director  and  Regional 
Administrator  level  through  the  management  reporting  feature  of  the  automated  system. 
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Performance  Goal  FAC8-04 
Strengthen  and  Maintain  Diversity  at  all  Levels  of  CMS 


Baseline:  Comparing  the  CMS  Workforce  with  the  National  Civilian  Labor  Force  (CLF),  in 
FY  2000,  there  were  Equal  Employment  Opportunity  (EEO)  groups  that  exhibited  manifest 

imbalance  in  the  CMS  workforce.  

FY  2004  Target:  Increase  the  representation  of  EEO  groups  in  areas  where  they  demonstrate 

underrepresentation.  

FY  2003  Target:  Increase  the  representation  of  EEO  groups  in  areas  where  they  demonstrate 
underrepresentation.  =___= 

Discussion:  Workforce  diversity  has  evolved  from  sound  public  policy  to  a  strategic 
business  imperative.  Federal  diversity  initiatives  have  historically  focused  on  equal 
employment  opportunity  (EEO)  and  affirmative  employment.  The  Federal  Government 
must  now  broaden  its  view  of  diversity.  We  must  embrace  the  business,  cultural,  and 
demographic  dimensions  of  diversity  as  well  as  the  legal  dimension.  Focusing  on 
diversity  and  looking  for  more  ways  to  be  a  truly  inclusive  organization—one  that  makes 
full  use  of  the  contributions  of  all  employees-is  not  just  a  nice  idea;  it  is  good  business 
sense  that  yields  greater  productivity  and  competitive  advantage.  Diversity  management 
programs  are  recognized  as  being  a  critical  link  in  achieving  the  Agency's  specific 
mission  or  business  needs,  relative  to  employees,  customers,  suppliers,  and  other 
stakeholders.  This  is  the  business  case  for  valuing  diversity. 

The  business  case  for  diversity  has  two  significant  elements.  First,  the  labor  market  has 
become  increasingly  competitive.  We  must  use  every  available  source  of  candidates  to 
ensure  that  we  have  the  high-quality  workforce  needed  to  deliver  our  mission  to  the 
American  public.  It  is  an  intangible  asset  for  an  organization  to  have  a  good  public 
perception.  Being  recognized  as  an  organization  that  values  diversity  contributes  to  a 
positive  image  which  in  turn  will  attract  the  best  and  the  brightest  employees.  As  the 
value  of  diversity  continues  to  grow  in  the  business  community  and  elsewhere,  recruiting 
and  retaining  talented  employees  who  are  diverse  is  becoming  even  more  important  to  an 
organization's  success.  Second,  the  changing  demographics  of  America  mean  that  the 
public  served  by  CMS  is  also  changing.  When  we  recruit  and  retain  an  inclusive 
workforce— one  that  looks  like  the  America  we  serve~and  when  individual  differences 
are  respected,  appreciated,  and  valued,  diversity  becomes  an  organizational  strength  that 
contributes  to  achieving  results.  A  byproduct  of  capitalizing  on  differences  is  creativity. 
Historically,  some  of  the  most  creative  periods  in  civilization  have  emerged  when  people 
of  different  backgrounds  had  contact.  Employees  from  varied  backgrounds  can  bring 
different  perspectives,  ideas  and  solutions  to  use  in  strategic  planning,  problem  solving, 
and  decision  making.  It  enables  us  to  better  serve  the  taxpayer  by  reflecting  the 
customers  and  communities  we  serve. 

All  Federal  agencies  strive  for  "parity"1  with  the  Civilian  Labor  Force.  By  doing  so,  we 
ensure  the  diversity  we  seek,  since  the  Civilian  Labor  Force  is  comprised  of  persons 


Parity  exists  when  an  EEO  group's  Agency  workforce  representation  is  equal  to  the  Civilian  Labor  Force. 
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age  16  and  over,  excluding  those  in  the  armed  Forces,  who  are  employed  or  seeking 
employment. 

Workforce  diversity  is  characterized  along  a  continuum  of  1)  parity,  2)  near  parity, 

3)  manifest  imbalance  and  4)  conspicuous  absence.2   On  the  road  to  achieving  parity  in 

its  workforce,  CMS  must  first  reduce  the  manifest  imbalances  that  currently  exist. 

Federal  agencies  are  required  by  regulation  to  monitor  the  representation  of  all  EEO 
groups  each  year  and  to  report  Agency  activities  and  accomplishments  to  the  Equal 
Employment  Opportunity  Commission  and  the  Office  of  Personnel  Management  (OPM). 
Strategies  that  will  bring  improvement  include:  communicating  the  Agency  leadership's 
strong  commitment  to  diversity,  workforce  planning,  conducting  effective  outreach  and 
recruitment,  utilizing  hiring  flexibilities,  maintaining  a  supportive  work  environment, 
providing  development  and  training  opportunities  (upward  mobility  programs), 
monitoring  activities  and  making  adjustments  as  needed,  establishing  accountability, 
reward  success  and  continuously  educate  and  communicate  the  value  of  diversity. 

Coordination:  Department  of  Health  and  Human  Services;  Equal  Employment 
Opportunity  Commission;  OPM  (Federal  Equal  Opportunity  Recruitment  Program 
(FEORP));  Department  of  Labor,  Office  of  Disability  Employment  Policy;  State 
Vocational  Rehabilitation  Agencies;  national  colleges  and  universities  (including 
Historically  Black  Colleges  and  Universities,  Hispanic  Serving  Institutions,  and  Tribal 
Colleges  and  Universities);  Federal  Asian  Pacific  American  Council;  Organization  of 
Chinese  Americans;  National  IMAGE;  League  of  United  Latin  American  Citizens, 
National  Council  of  LaRaza;  National  Hispanic  Leadership  Conference;  National  Society 
of  Hispanic  MBAs;  Blacks  in  Government;  National  Association  for  the  Advancement  of 
Colored  People;  National  Congress  of  American  Indians;  and  Association  of  American 
Health  Plans,  Minority  Management  Development  Program. 

Data  Source(s): 

•  Civilian  Labor  Force  data  derived  from  the  Department  of  Labor,  Bureau  of  Labor 
Statistics'  Annual  Current  Population  Survey  and  1990  official  decennial  census 
figures3 

•  The  1990  official  decennial  census  figures 

•  OPM's  Central  Personnel  Data  File  (updated  every  pay  period) 

•  HHS'  Workforce  Inventory  Profile  System  (WIPS)  (updated  every  pay  period) 

•  The  CMS  Workforce  Profiles  (prepared  using  (WIPS) 

Verification  and  Validation: 

•  1 990  Civilian  Labor  Force  data  -  Validated  and  verified  by  the  Census  Bureau 


2  Conspicuous  Absence  occurs  when  an  EEO  group's  Agency  workforce  representation  is  between  0  and 
20%  of  the  Civilian  Labor  Force. 

3  EEOC  Office  of  Public  Sector  Programs  requires  agencies  to  use  current,  official  Census  Bureau  Civilian 
Labor  Force  data  to  calculate  under-representation  indices.  The  Census  Bureau  is  in  the  process  of 
analyzing  2000  census  data  by  occupation  category  and  code.  The  Census  Bureau  estimates  that 
verification  and  validation  will  be  completed  in  2003  and  that  official  figures  will  be  available  in  late  2003. 
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•  Civilian  Labor  Force  data  derived  from  the  Department  of  Labor,  Bureau  of  Labor 
Statistics'  Annual  Current  Population  Survey  and  1 990  official  decennial  census 
figures  -  Validated  and  verified  by  OPM.  These  are  the  standard  government-wide 
statistics. 

•  Central  Personnel  Data  File  -  Validated  and  verified  by  OPM. 

•  HHS'  Workforce  Inventory  Profile  System  (WIPS)  -  Validated  and  verified  by  HHS. 

•  The  CMS  Workforce  Profiles  -  Validated  and  verified  by  CMS. 
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Performance  Goal  FAC9-04 

Increase  Awareness  of  the  Opportunity  to  Enroll  in  the 
Medicare  Savings  Programs 


Baseline:  In  FY  2002,  1 1  percent  of  Medicare  beneficiaries  were  aware  of  Medicare  Savings 

Programs.  . 

FY  2004  Target:  Increase  awareness  of  Medicare  Savings  Programs  to  14  percent. 

FY  2003  Target:  Increase  awareness  of  Medicare  Savings  Programs  to  13  percent. 

FY  2002  Target:  Develop  baseline  and  set  future  targets. 

Performance:  Goal  met       


Discussion:  Although  Medicare  provides  beneficiaries  with  a  basic  set  of  health 
benefits,  the  beneficiaries  are  still  required  to  pay  a  significant  amount  out-of-pocket  for 
premiums,  deductibles  and  co-insurance.  These  costs  can  be  prohibitive  for  many 
beneficiaries,  particularly  for  the  approximately  12  percent  who  do  not  have  private  or 
public  supplemental  insurance.  This  performance  goal  will  seek  to  increase  awareness  of 
State  programs  that  can  assist  low-income  Medicare  beneficiaries  with  their  Medicare 
cost-sharing  expenses. 

The  Medicare  Savings  Programs  enacted  to  help  Medicare  beneficiaries  with  their  cost- 
sharing  expenses  include,  among  others,  Qualified  Medicare  Beneficiary  (QMB), 
Specified  Low  Income  Medicare  Beneficiary  (SLMB),  Qualified  Disabled  and  Working 
Individual  (QDWI),  and  Qualifying  Individual  (QI). 

In  the  initial  years  of  this  endeavor,  we  will  emphasize  awareness  to  individuals  who  are 
eligible  for  the  QMB  and  SLMB  programs.  These  programs  were  enacted  to  help  low- 
income  Medicare  beneficiaries  with  their  Medicare  cost-sharing  expenses.  States  are 
required  to  pay  for  the  premiums,  deductibles,  and  cost  sharing  for  QMBs.  For  SLMBs, 
they  are  required  to  pay  for  the  Part  B  premium.  Despite  the  existence  of  these  programs, 
a  substantial  proportion  of  individuals  eligible  for  these  programs  are  not  enrolled  (e.g. 
two  recent  studies  estimated  non-participation  rates  for  QMB  to  range  from  40-60 
percent). 

Since  enactment  of  the  QMB  and  SLMB  provisions,  CMS  has  undertaken  a  number  of 
outreach  initiatives  directed  at  providing  awareness  of  the  programs.  These  efforts 
include  development  of  brochures  for  targeted  populations  such  as:  African  American, 
Hispanic,  Asian  American  Pacific  Islander,  American  Indian/ Alaskan  Native,  caregivers, 
and  the  disabled.  These  brochures  are  available  on  the  Medicare.gov  website. 
Information  regarding  the  Medicare  Savings  Programs  is  available  in  CMS  publications 
such  as:  the  Medicare  &  You  handbook  (which  includes  information  about  the  programs, 
and  provides  a  toll-free  telephone  number  for  beneficiaries  to  call  for  more  information) 
and  the  Guide  to  Health  Insurance  for  People  with  Medicare.  Additionally,  the  Regional 
Education  About  Choices  in  Health  (REACH)  Campaign  through  community-based 
outreach  activities  and  regional  materials  will  continue  to  educate  Medicare  beneficiaries 
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on  the  Medicare  Savings  Programs.  The  State  Health  Insurance  Assistance  Programs 
(SHIPS)  provide  assistance  through  individual  counseling  and  group  education  activities 
to  educate  Medicare  beneficiaries  about  the  programs.  The  SHIPS  are  kept  abreast  of  all 
activities  related  to  the  Medicare  Savings  Programs.  In  addition,  CMS  has  partnered  with 
the  Social  Security  Administration  (SSA)  and  provided  state-specific  language  that  was 
used  in  letters  to  potentially  eligible  Medicare  beneficiaries  who  appeared  to  meet  the 
income  criteria  of  the  QMB/SLMB  and  QI-1  programs.  CMS  also  provides  alerts  and 
other  information  on  these  mailings  to  Regional  Offices  and  to  SHIPS.  The  mailing 
targeted  16.5  million  Medicare  beneficiaries.  SSA  conducted  the  mailing  based  on  a 
mandate  under  section  1 144  of  the  Social  Security  Act.  SSA  will  conduct  annual 
mailings. 

The  CMS  also  has  provided  interested  States  with  identifying  information  about  newly 
eligible  Medicare  beneficiaries  who  are  potential  candidates  for  the  State  programs.  In 
order  to  achieve  our  goal  we  are  working  with  States,  the  advocacy  community,  and  other 
interested  parties  to  develop  a  comprehensive  strategy  to  increase  awareness  about 
Medicare  Savings  Programs. 

Coordination:  The  CMS  has  conducted  a  number  of  activities  in  the  area  of  outreach  in 
partnership  with  other  Federal  agencies,  States,  providers,  and  community  organizations. 
These  activities  included:  direct  mailings  to  beneficiaries  and  grants  to  State  Health 
Insurance  Assistance  Programs  (SHIPs),  States,  ombudsman  and  information 
intermediaries  for  outreach.  The  CMS  will  continue  to  use  various  channels  of 
communications  and  information  intermediaries  to  increase  Medicare  beneficiary 
awareness  about  the  opportunity  to  enroll  in  programs  that  might  be  able  to  assist  them 
with  their  Medicare  cost-sharing  expenses.  Outreach  strategies  will  only  be  able  to  be 
fully  realized  through  the  continuation  of  the  partnerships  that  have  been  formed  with 
other  Federal  agencies,  such  as  the  Social  Security  Administration  and  the  Health 
Resources  and  Services  Administration. 

Data  Source(s):  The  primary  source  of  data  on  beneficiary  awareness  of  the  Medicare 
Savings  Programs  will  be  the  Medicare  Current  Beneficiary  Survey  (MCBS).  The  CMS 
will  track  progress  for  this  goal  using  MCBS  data.  The  MCBS  is  an  on-going  personal- 
interview  survey  of  a  rotating  panel  of  16,000  Medicare  beneficiaries.  The  sample  is 
nationally  representative  of  the  Medicare  population.  Sampled  beneficiaries  are 
interviewed  every  4  months  to  acquire  continuous  data  on  services,  costs,  payments,  and 
insurance  coverage.  The  MCBS  includes  questions  that  ask  beneficiaries  about  their 
awareness  of  programs  that  are  open  to  seniors  and  persons  with  disabilities  who  have 
limited  financial  resources  and  need  help  paying  Medicare-related  costs.  The  measure 
will  only  include  low-income  beneficiaries. 

The  questions  are  in  a  "yes,"  "no,"  and  "don't  know"  format.  For  ethical  reasons,  after 
asking  questions,  MCBS  interviewers  will  make  the  correct  answers  to  the  questions 
available  to  the  respondents  (beneficiaries  cannot  inadvertently  be  left  with  any 
misperceptions  about  the  program).  Therefore,  the  act  of  surveying  these  respondents 
would  confound  subsequent  measurement  of  their  awareness  of  the  program  features. 
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Sampled  beneficiaries  remain  in  the  MCBS  for  3  years  and  then  rotate  out  of  the  survey. 
Thus,  each  year  about  one-third  of  the  overall  MCBS  sample  is  new  and  two-thirds  are 
returning.  To  avoid  instrumentation  bias,  the  measure  will  only  include  new  MCBS 
members.  This  new  part  of  the  MCBS  sample  is  itself  nationally  representative  of  the 
Medicare  population. 

Verification  and  Validation:  All  data  from  the  MCBS  are  carefully  edited  and  cleaned 
prior  to  the  creation  of  analytic  data  files.  Sample  weights  will  be  prepared  that  allow 
adjustments  to  survey  estimates  to  account  for  differential  probabilities  of  selection  in  the 
MCBS  sample,  under- coverage,  and  differential  patterns  of  survey  non-response. 
Statistical  precision  will  be  calculated  and  presented  with  the  estimates. 
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Performance  Goal  FAC10-04 

Implement  CMS  Restructuring  Plan  to 
Create  a  More  Citizen-Centered  Organization 


Baseline:  CMS  FY  2002  FTE  Ceiling  of  4632  and  up  to  five  management  levels  in  the 

organization  as  of  January  01, 2002.  

FY  2004  Target:  Developmental  

FY  2003  Target:  1 .  Achieve  greater  administrative  efficiency  through  consolidation  of 
administrative  functions  and  enhance  the  delivery  of  citizen-centered  services  by  developing 
B  strategies  that  will  enable  the  reduction  of  administrative  FTE  by  93  without  substantially 
reducing  the  level  of  administrative  services  necessary  to  maintain  CMS's  operational  efficiency. 
2.  Achieve  a  more  citizen-centered  focus  through  organizational  de-layering,  from  five  layers  to 
four,  in  16  CMS  components. 


Discussion:  In  support  of  the  President's  Management  Agenda,  the  Secretary  directed 
the  Department  of  Health  and  Human  Services  (DHHS)  to  consolidate  administrative 
functions  for  all  Operating  Divisions  (OPDIV)  to  achieve  greater  administrative 
efficiency.  The  resultant  improvements  in  administrative  efficiency  will  enable  OPDIVs 
to  significantly  reduce  the  FTE  required  to  perform  administrative  functions,  and  will 
thus  allow  OPDIVs  to  transfer  these  FTE  resources  into  positions  responsible  for  the 
direct  provision  of  citizen-centered  services.  Along  these  lines,  by  the  end  of  FY  2003, 
CMS  will  reduce  administrative  (e.g.,  human  resources,  facilities  management,  budget 
and  finance,  information  technology  (IT),  procurement,  and  grants  management)  FTE 
usage  by  93  (from  the  projected  FY  2002  usage).  These  reductions  will  be  achieved 
using  either  attrition  (with  vacant  FTE  transferred  to  direct  citizen-centered  service 
positions)  or  the  re-deployment  of  incumbents  into  direct  citizen-centered  service 
positions.  Voluntary  Early  Retirement  Authority  (VERA)  was  approved  for  CMS  in 
August  2002  to  assist  in  reducing  the  targeted  administrative  function  FTEs  via  attrition. 
As  of  December  2002,  some  40  individuals  have  filed  a  "statement  of  interest"  relevant 
to  VERA,  and  1 1  individuals  have  filed  actual  VERA  retirement  applications.  CMS 
requested  and  was  granted  a  90-day  extension  (through  September  2003)  in  this 
authority,  which  we  believe  could  result  in  a  further  reduction  of  some  5-10 
administrative  FTE  and  a  corresponding  re-deployment  of  staff  to  line  positions. 

In  order  to  achieve  the  administrative  efficiencies  necessary  to  allow  for  reduction  of 
23  FTEs  in  the  human  resources  (HR)  area  without  compromising  requisite  levels  of 
internal  administrative  support,  CMS  is  working  closely  with  DHHS  to  maximize 
consolidation  of  HR  functions  and  intra-Departmental  cross-servicing  arrangements  to 
establish  significantly  improved  "economies  of  scale."  The  CMS  is  also  exploring 
enhancements  to  its  HR  automation  environment  to  help  facilitate  HR  FTE  reduction. 
We  implemented  a  major  restructuring  of  the  CMS  Human  Resources  Management 
Group  in  June  2002  to  separate  the  HR  strategic  consulting  function  from  the 
classification  and  staffing  operations  in  order  to  position  ourselves  to  better  evaluate 
competitive  sourcing,  shared  servicing,  and  automation  options.  Again,  we  believe  that 
this  initiative  will  enable  us  to  better  absorb  the  loss  of  administrative  FTE  targeted  for 
the  HR  function. 


VI-169 


1153 


FEDERAL  ADMINISTRATIVE  COSTS 


In  addition  to  the  elimination  of  the  93  FTE  addressed  above,  CMS  is  supporting  the 
consolidation  of  public  affairs  and  legislative  functions  within  DHHS,  resulting  in  a 
transfer  of  63  full-time  equivalents  (FTEs)  from  CMS  to  the  Office  of  the  Secretary.  A 
final  effective  date  has  not  been  set. 

The  CMS  developed  and  submitted  to  DHHS  a  Hiring  Plan  for  fiscal  year  2002,  and  a 
Restructuring  Action  Plan  to  achieve  the  restructuring  objectives  for  administrative 
efficiency  and  de-layering.  CMS  is  in  the  process  of  developing  its  final  FY  2003  hiring 
plan,  and  this  plan  will  continue  to  reflect  strong  adherence  to  restructuring  and  de- 
layering  principles.  Through  these  plans,  we  hope  to  further  our  goal  of  creating  a  more 
citizen-centered,  diverse,  high  quality  workforce  at  all  levels  of  the  Agency.  Further 
restructuring  activities  for  FY  2004  will  be  targeted  pending  additional  guidance. 

In  general,  all  CMS  administrative  functions,  such  as  budget  and  financial  management, 
human  resource  management,  public  affairs,  and  legislative  affairs  are  already 
consolidated  at  the  OPDIV  level,  except  where  sound  business  reasons  dictate  otherwise. 
Many  of  the  specific  steps  detailed  in  the  Action  Plan  refine  current  business  operations 
of  consolidated  functions  to  improve  efficiency  and  service  delivery.  For  example,  where 
financial  operations  occur  outside  the  direct  line  authority  of  the  Chief  Financial  Officer 
(CFO),  the  Agency's  Financial  Management  and  Investment  Board  (FMIB),  which 
reports  directly  to  the  Deputy  Administrator  and  Chief  Operating  Officer,  has  financial 
oversight  responsibility.  In  the  area  of  IT,  CMS  awarded  the  Consolidated  Information 
Technology  Infrastructure  Contract  (CITIC)  in  May  2002.  Under  CITIC,  CMS  has 
combined  multiple  IT  infrastructure  support  contracts  (data  center,  network  services, 
telecommunications,  etc.)  into  a  consolidated  contract  managed  by  the  Office  of 
Information  Services. 

We  have  identified  all  organizations  in  which  we  have  more  than  the  target  level  of  four 
management  layers  for  the  Agency,  and  have  developed  plans  and  organization  charts  for 
achieving  the  goal  of  four  management  levels.  De-layering  efforts  for  15  of  the  16 
organizations  identified  under  this  initiative  have  already  been  completed,  and  the 
reorganization  package  for  the  final  identified  organization  is  currently  being  reviewed. 
We  anticipate  that  this  final  targeted  organizational  effort  will  be  successfully  concluded 
shortly.  Moreover,  we  have  identified  and  eliminated  many  of  the  double  deputies  that 
presently  exist  in  the  Agency.  We  are  confident  this  will  help  us  achieve  a  more  citizen- 
centered  focus  and  will  complement  many  of  the  other  citizen-centered  initiatives  already 
in  place  within  CMS. 

The  number  of  FTEs  reduced  through  streamlining/consolidation  activities  is  currently 
being  measured.  The  CMS  organization  structure  will  be  used  to  determine  the  target  of 
four  management  levels.  We  will  compare  the  difference  between  CMS's  FY  2002 
baseline  FTE  ceiling  of  4632  and  the  number  of  management  levels  in  the  organization  as 
of  January  1 ,  2002  to  the  actual  levels  achieved  for  both  of  these  data  sources  by  the  end 
of  FY  2003. 
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Coordination:  The  goal  to  implement  a  CMS  Restructuring  Plan  to  create  a  more 
citizen-centered  organization  is  being  coordinated  with  the  Office  of  the  Assistant 
Secretary  for  Administration  and  Management. 

Data  Source(s):  The  CMS  Employment  Status  Report,  which  tracks  FTE  ceiling.,  gains 
and  losses,  will  be  used  to  measure  FTE  reduction.  The  CMS  Organizational  charts  will 
determine  the  target  for  organizational  de-layering. 

Verification  and  Validation:  Internal  checks  of  the  information  are  regularly 
performed. 
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ition 


Research,  Demonstration, 
and  Evaluation 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
President's 

FY  2004 
Estimate 

Budget 

Total  Budget  Authority 

$138.3  M 

$117.2  M 

$28.4  M 

$63.4  M 

The  Research,  Demonstration  and  Evaluation  program  supports  CMS's  role  as  a 
beneficiary-centered  purchaser  of  the  highest  quality  health  care  at  the  lowest  possible 
cost  The  CMS  performs,  coordinates,  and  supports  research  and  demonstration  projects 
to  develop  and  implement  new  health  care  financing  policies  and  to  evaluate  the  impact 
of  CMS's  programs  on  its  beneficiaries,  providers,  States,  and  other  customers.  This  role 
requires  the  development,  implementation  and  evaluation  of  a  variety  of  innovative,  new 
demonstration  projects  as  well  as  expanded  efforts  to  evaluate  the  effectiveness  of  CMS's 
current  programs.  These  research  responsibilities  include  evaluations  of  the  Medicare 
and  Medicaid  programs  and  the  State  Children's  Health  Insurance  Program. 

Other  representative  goals  that  are  related  to  this  budget  category  but  are  not  listed  in  the 
chart  are: 

•  Improve  Satisfaction  of  Medicare  Beneficiaries  with  the  Health  Care 
Services  They  Receive  (MB  1-04) 

•  Develop  New  Medicare  Payment  Systems  in  Fee-for-Service  and 
Medicare+Choice  (FAC4-04) 


Actual  Performance 

Ref. 

Performance  Goal 

Targets 

Assess  the  relationship  between 

FY  04:  Conduct  internal 

FY  04: 

Rl 

CMS  research  investments  and 

assessment 

program  improvements 

FY  03:  Conduct  internal 

FY  03: 

See 
FY  03 
Revised 
Final 

assessment 

FY  02:  Repeat  internal  and 

FY  02:  Internal  assessment  and 

external  assessments 

external  review  completed  (Goal 

met) 

FY  01:  Repeat  internal 

FY  01:  Internal  assessment  and 

assessment;  conduct  initial 

external  review  completed  (Goal 

external  review 

met) 

FY  00:  Conduct  internal  and 

FY  00:  First  internal 

external  assessments 

assessment  conducted; 
External  review  delayed 

FY  99:  Develop  goal  for 

FY  99:  Goal  developed 

FY2CO0 

(Goal  met) 
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Performance  Results  Discussion 

Research  -  Assessing  the  impact  of  research  and  demonstration  activities  is  challenging. 
In  many  cases  the  anticipated  effects  are  long-term  outcomes.  In  addition,  proving  a 
direct  correlation  between  a  research  intervention  and  a  given  result  can  be  very  difficult, 
particularly  in  the  field  of  health  care  where  multiple  variables  can  cloud  the  analysis. 

We  met  our  FY  2002  target  by  conducting  internal  and  external  assessments  of  CMS 
research.  The  external  reviewers  echoed  the  overall  conclusions  of  the  FY  200 1  external 
reviewers  in  finding  the  internal  assessments  to  be  a  careful  and  thoughtful  review  of 
CMS  research.  Overall,  the  reviewers  found  our  characterization  of  the  accomplishments 
and  limitations  in  each  research  area  to  be  accurate.  They  found  the  internal  assessment 
to  be  useful  for  understanding  how  CMS  has  approached  its  research  responsibilities  and 
for  assessing  future  research  needs.  The  FY  2002  external  reviewers  did,  however,  feel 
strongly  that  annual  assessments  are  too  frequent  to  accurately  assess  the  results  of 
multiyear  research  agendas. 

Based  on  the  recommendations  made  by  the  external  reviewers  and  CMS  research 
leadership,  we  plan  to  continue  annual  internal  assessments  and  to  further  integrate  them 
with  our  work  planning  and  budgeting  processes.  However,  we  will  move  to  a  3-ycar 
cycle  for  the  external  assessments  and  conduct  our  next  one  in  FY  2005. 

For  FY  2003,  we  plan  to  perform  an  internal  assessment  that  covers  the  events  of  the  past 
year  -  both  project  accomplishments  and  modifications  in  research  plans  in  response  to 
new  and  evolving  priorities.  We  will  aiso  take  the  recommendations  of  past  external 
reviewers  into  account  as  we  refine  our  internal  assessment  process.  We  will  report  on 
the  statis  of  our  FY  2003  internal  assessment  by  the  end  of  FY  2003. 
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Performance  Goal  Rl-04 

Assess  the  Relationship  between  CMS  Research  Investments  and  Program 
Improvements 


FY  2004  Target:  Conduct  interna]  assessment. 

FY  2003  Target:  Conduct  internal  assessment. 

FY  2002  Target:  Repeat  internal  and  external  assessments. 

Performance:  Goal  met  -  internal  assessment  and  external  review  completed. 

FY  2001  Target:  Repeat  internal  assessment.  Conduct  initial  external  review. 
Performance:  Goal  met  -  internal  assessment  and  external  review  completed. 

FY  2000  Target:  The  baseline  internal  performance  assessment  will  be  conducted  between 
August  1999  and  February  2000.  For  this  initial  year,  the  external  review  of  the  internal 
assessment  will  be  carried  out  between  February  and  August  2000. 

Performance:  Goal  partially  met  -  internal  assessment  conducted;  first  external  review  delayed. 

FY  1999  Target:  Develop  a  goal. 
Performance:  Goal  met. 


Discussion:  The  purpose  of  CMS's  research  program  is  to  provide  CMS  and  the  health 
care  policy  community  with  objective  analyses  and  information  to  foster  improvement  in 
CMS  programs  and  to  guide  the  Agency  in  its  future  direction.  The  CMS's  research  and 
development  (R&D)  functions  are  to  develop,  test  and  implement  new  health  care 
financing  policies  and  to  monitor  and  evaluate  the  impact  of  CMS's  programs  on  its 
beneficiaries,  providers,  States,  and  other  customers  and  partners.  In  addition,  CMS's 
research  program  produces  a  body  of  knowledge  that  is  used  by  Congress,  the  Executive 
Branch,  and  the  States  to  improve  the  efficiency,  quality,  and  effectiveness  of  the 
Medicare,  Medicaid,  and  State  Children's  Health  Insurance  programs. 

A  regular  systematic  review  and  assessment  of  CMS's  research  program  is  important  to 
ensure  that  CMS's  beneficiaries  obtain  maximum  benefits  from  R&D  spending.  The 
CMS's  performance  on  this  goal  is  measured  using  a  formal  annual  internal  assessment 
that  is  reviewed  and  evaluated  by  external  experts.  The  internal  assessment  is  dovetailed 
with  the  development  of  the  2-year  research  plan  and  budget,  which  involves  consultation 
with  all  CMS  components  regarding  their  research  needs.  In  turn,  each  CMS  component 
with  projects  in  the  research  budget  will  be  responsible  for  performing  the  internal 
assessment  of  their  projects. 

We  have  found  that  annual  internal  assessments  are  a  useful  way  to  monitor  our  ongoing 
R&D  activities.  However,  the  external  review  benefits  from  a  broad  multiyear 
perspective,  and  we  believe  that  the  external  process  can  more  effectively  be  conducted 
every  3  years.  Therefore,  beginning  in  FY  2003,  we  will  continue  to  conduct  internal 
assessments  on  an  annual  basis,  but  we  will  only  perform  external  assessments  every 


VH74 


1158 


RESEARCH 


three  years.  After  the  FY  2002  external  assessment,  the  next  external  assessment  will  not 
occur  until  FY  2005. 

Coordination:  Coordination  of  CMS  R&D  activities  with  other  Federal  and  State 
organizations,  non-profit  research  foundations,  colleges  and  universities,  private  research 
firms,  research  components  of  trade  organizations,  and  advocacy  groups  takes  place 
regularly  on  a  variety  of  levels.  The  CMS  staff  regularly  participates  in  the  annual 
conferences  of  groups  such  as  the  American  Public  Health  Association  and  the 
Association  for  Health  Services  Research,  as  well  as  professional  meetings  of  social 
science  associations.  These  contacts  are  important  in  defining  CMS's  R&D  agenda, 
avoiding  duplication  of  effort,  stimulating  research  on  CMS  issues  by  researchers  outside 
of  CMS,  and  generally  increasing  the  productivity  of  CMS  R&D. 

Data  Source(s):  The  CMS  developed  an  assessment  report  for  evaluating  its  research 
efforts.  Data  sources  used  for  this  report  include  the  CMS  R&D  Plan,  legislation  that 
mandates  CMS  research  activities,  and  other  documents  produced  under  CMS  research, 
demonstration,  and  evaluation  projects. 

Verification  and  Validation:  The  application  of  research  effectiveness  criteria 
combines  internal  self-assessment  and  review  by  external  experts.  All  CMS  components 
responsible  for  research  and  demonstration  projects  are  involved  in  the  self-assessment 
process.  The  external  experts  are  drawn  from  highly  credible  researchers  familiar  with 
both  CMS  programs  and  the  national  scope  of  health  care  research. 
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Revitalization  Plan 


Revitalization  Plan 

FY  2001 
Actual 

FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Total  Budget 
Authority 

N/A 

N/A 

N/A 

$65.0  M 

The  CMS  Revitalization  Plan  is  a  new,  multi-year  investment  that  will  fund 
fundamental  infrastructure  improvements,  modernize  systems  and  operations,  and  bring 
Medicare  and  Medicaid  operations  into  the  modem  era. 


The  first  step  in  this  revitalization  process  focuses  on  four  major  challenges  involving 
information  technology  (IT).  Revitalization  Plan  activities  scheduled  for  FY  2004 
include  mitigating  systems  security  risks  at  CMS  and  our  Medicare  contractors, 
modernizing  Medicare  fee-for-scrvice  claims  processing,  modernizing  several  databases 
vital  to  Medicare  and  Medicaid  program  operations,  and  modernizing  CMS  IT 
infrastructure  to  support  a  secure  e-govemment/e-commerce  environment. 

Other  representative  goal(s)  that  relate  to  this  budget  category  but  are  not  listed  in  the 
chart  are: 

•  Increase  the  Use  of  Electronic  Commerce/Standards  in  Medicare  (MO3-04) 

•  Improve  Effectiveness  of  Dissemination  of  Medicare  Information  to  Beneficiaries 
(MO8-04) 

•  Improve  Beneficiary  Understanding  of  Basic  Features  of  the  Medicare  Program 
(MO9-04) 
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Performance  Goals 

Targets 

Actual  Performance 

Ref. 

Improve  CMS 's 

FY04: 

RPl 

Information  Systems 
Security: 

-Achieve  zero  material  weaknesses 

-Accredit  security  plans 

-Fund  corrective  action  plans  for 

Medicare  contractors 

—Publish,  security  standards  in  CMS 

ITA 

Formerly 

rftW 

See 
FY  03 
Revised 
Final 

-Establish  policies  for  automation  of 
paper-based  processes 

FY  03: 

-  Eliminate  all  material  weaknesses 

—  Implement  access  control 
management  system 

FY  03: 

2 

FY  02: 

-  Eliminate  all  material  weaknesses 

-  Evaluate  Medicare  contractors' 
security  profile  and  apply  baseline  to 
CMS's  business  partners 

-  Implement  intrusion  detection  & 
response  procedure 

FY  02: 

—Expect  to  meet  {Results  avail 
Jan  2003) 

-Evaluation  complete  (Goal 
met) 

-Implemented  April  02  (Goal 
met) 

FY  61: 

-  Eliminate  all  material  weaknesses 

-  Increase  percent  of  employees 
receiving  security  training  to  95% 

-  Increase  proportion  of  Medicare 
contractor  sites  receiving  security 
review 

FY  01: 

—  One  weakness  (Goal  not  met) 

-  20%  CBT  delayed  (Goal  not 
met) 

-One-third  (Goal  met) 

FY  00: 

-  Eliminate  all  material  weaknesses 

FY  00: 

-  one  weakness  (Goal  not  met) 
FY  99:  two  weaknesses 
FY  97:  five  weaknesses 
(Baseline) 

Performance  Results  Discussion 


Information  Systems  Security  -  The  CMS  has  created  a  goal  to  improve  its 
information  systems  security  policies  and  practices  enterprise-wide.  Evaluations  have 
been  completed  on  high-risk  Medicare  contractors  and  CMS  has  begun  funding  projects 
to  close  the  gaps  between  the  security  profiles  and  core  security  requirements,  A 
corrective  action  plan  was  created  to  address  the  material  weakness  of  the  Electronic 
Data  Process  (EDP)  portion  cited  in  CMS's  FY  2001  CFO  report  for  both  Central 
Office  and  Medicare  contractor  systems.  The  2002  CFO  audit  results  will  not  be 
available  until  January  2003  however,  the  target  is  expected  to  be  met.  A  computer- 
based  training  (CBT)  package  was  deployed  to  all  personnel  to  increase  the  number  of 
employees  receiving  training.  This  program  was  prolonged  due  to  a  major  rewrite  to 
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include  section  508  of  the  Americans  with  Disabilities  Act,  therefore  the  FY  200 1  target 
to  have  95  percent  of  CMS  employees  receive  security  awareness  training  carried  over 
into  2002.  In  April  2002,  CMS  implemented  an  intrusion  detection  capability  and 
incident  response  procedure  documentation  was  prepared  and  distributed  for  comment. 
The  CMS  has  reviewed  the  comments  and  prepared  a  draft  final  document,  which  was 
submitted  to  CMS's  CIO  Technical  Advisory  Board  (CTAB)  for  their  review. 

We  are  confident  the  program  will  result  in  continued  improvement  in  the  security 
posture  of  CMS  and  are  optimistic  that  future  goals  will  be  met 
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Performance  Goal  RP1-04 
Improve  CMS's  Information  Systems  Security 


Baseline:  The  1997  OIG  electronic  data  processing  (EDP)  audit  for  CMS's  Central  Office  showed 
one  material  weakness  and  31  reportable  conditions,  and  four  material  weaknesses  and  102 
reportable  conditions  for  Medicare  contractor  systems.  In  Central  Office,  there  was  a  material 
weakness  in  the  control  of  access  to  production  data.  In  the  contractor  area,  there  was  one  material 
weakness  in  physical  access  and  three  in  the  control  of  local  modifications  or  overrides  to  shared 
system  applications  and  edits  programs.  Reportable  conditions  were  found  in  all  seven  categories 

of  evaluation.  

FY  2004:  Achieve  zero  material  weaknesses  in  the  CFO  EDP  Controls  Audit.  Security  plans 
accredited  for  CMS  General  Support  Systems.  Fund  corrective  actions  at  Medicare  contractors  to 
the  extent  of  available  resources.  Implement  host-based  IDS  on  rmssion-crMeai  CMS  systems. 
Minimum  security  standards  for  CMS  systems  are  formally  published  in  the  CMS  IT  Architecture. 
Establish  digital  signature  and  encryption  policies  to  enable  automation  of  paper-based 

adnunistrative  processes.  

FY  2003:  Achieve  zero  material  weaknesses  in  the  EDP  portion  of  the  FY  2003  CFO  audit 

Implement  improved  access  control  management  system.  

FY  2002:  Achieve  zero  materia!  weaknesses  in  the  EDP  portion  of  the  FY  2002  CFO  audits. 
Evaluate  the  highest  risk  Medicare  contractors'  security  profiles  against  a  comprehensive  baseline 
of  security  requirements.  Begin  to  apply  the  comprehensive  baseline  of  security  requirements  to 
CMS's  business  partners.  Implement  an  intrusion  detection  capability  and  document  an  incident 
response  procedure. 

Performance:  Goal  pending  CFO  report.  

FY  2001:  Achieve  zero  material  weaknesses  in  EDP  portion  of  the  FY  2001  CFO  audits.  In 
addition,  95  percent  of  CMS  employees  will  receive  security  awareness  Ixaining;  and  CMS  will 
complete  site  security  reviews  for  its  Medicare  payment  contractors.  (Each  contractor  will  be 
reviewed  once  every  3  years.) 

Performance:  Goal  not  met,  ope  material  weakness.  ^ 

FY  2000:  Achieve,  for  both  Central  Office  and  Medicare  payment  contractor  systems,  zero 
material  weaknesses  in  the  EDP  portion  of  the  FY  2000  CFO  audit. 
Performance:  Goal  not  met,  one  material  weakness  being  explored  for  closure, 

Discussion:  As  CMS  moves  further  into  on-line  activity,  with  increased  business 
partners  and  technological  complexity,  the  protection  of  confidential  information 
becomes  even  more  critical.  The  CMS  is  fully  committed  to  fulfilling  its  stewardship 
responsibilities  for  the  information  contained  in  its  data  systems  and  transported  across  its 
networks. 

In  the  FY  200 1  CFO  audit,  one  material  weakness  was  cited.  A  corrective  action  plan 
was  created  to  address  this  weakness.  Under  this  plan,  a  mitigating  protocol  establishing 
strict  controls  over  local  program  changes  has  been  created  and  field-tested.  Beginning 
in  2002,  all  data  centers  running  Fiscal  Intermediary  Standard  System  (FISS)  are  subject 
to  review  using  this  protocol.  The  results  of  the  2002  CFO  audit  will  not  be  available 
early  2003. 
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The  CMS  developed  a  multiple  year  Medicare  Contractor  Systems  Security  Plan  for 
FY  2000,  This  plan  requires  contractors  to  have  comprehensive  security  programs 
covering  administrative,  physical  and  technical  safeguards  based  on  a  current  specific  set 
of  core  requirements,  which  include  security  requirements  from  OMB,  GAO,  IRS, 
Presidential  Decision  Directives  (PDD)  63,  and  HIPAA. 

In  FY  2002,  CMS  completed  evaluation  of  the  highest  risk  Medicare  contractors'  security 
profiles  against  the  comprehensive  baseline  of  security  requirements.  Medicare 
contractors  proposed  1,602  needed  safeguards  in  the  2001  CAST  security  assessment  to 
comply  with  CMS's  baseline  security  requirements  at  a  cost  of  $70  million.  In  March 
2002,  CMS  funded  642  proposed  safeguards  at  a  cost  of  $4.8  million.  In  August  2002, 
CMS  funded  an  additional  174  safeguards  and  53  system  security  plans  at  a  cost  of 
$9.7  million.  Many  of  these  safeguards  have  recurring  costs  that  will  be  absorbed  in  the 
regular  Medicare  contractor  budget.  The  CMS  operating  budget  for  FY2003  does  not 
allocate  funds  to  Medicare  contractors  to  implement  systems  security  requirements 
because  of  the  funding  provided  in  August  2002. 

The  CMS's  strategy  is  to  complete  the  evaluation  process  of  all  other  Medicare 
contractors  and  to  close  the  gaps  identified.  The  evaluation  process  will  be  accomplished 
through  Statement  of  Auditing  Standards  (SAS70)  and  Chief  Financial  Officers  (CFO) 
reviews  and  CMS  will  then  begin  a  comprehensive  evaluation  of  the  effectiveness  of  all 
contractor  security  activities. 

The  CMS  also  implemented  an  intrusion  detection  capability  on  the  first  of  three  ingress 
points  on  the  network  in  April  2002.  Incident  response  procedure  documentation  was 
prepared  and  distributed  for  comment.  The  CMS  has  reviewed  the  comments  and 
prepared  a  draft  final  document,  which  was  submitted  to  CMS's  CIQ  Technical  Advisory 
Board  (CTAB)  on  September  25, 2002,  for  their  review. 

In  accomplishing  the  goals  outlined  above,  CMS  is  ensuring  that  we  are  in  compliance 
with  the  Government  Information  Security  Reform  Act  (GISRA).  GISRA  underscores 
the  activities  of  the  agency. 

Coordination:  The  scope  of  enterprise  systems  security  spans  across  the  data, 
applications,  and  infrastructure  services  supporting  all  of  CMS's  business  areas.  We 
have  formulated  a  systems  security  management  framework  to  achieve  the  systems 
security  improvement  goals  systematically.  The  CMS's  Office  of  Information  Services 
will  work  with  CMS  internal/extemal  business  managers  and  data  owners  to  assess 
current  security  posture,  establish  target  positions,  and  formulate  transition  plans. 

Data  Source(s):  The  CMS  will  retain  training  documents,  to  include  computerized 
documentation  in  support  of  Computer  Based  Training  (CBT)  for  all  CMS  users,  and 
copies  of  public  service  announcements.  For  the  remaining  portions  of  the  target,  OIG 
audit  findings,  CMS's  review  findings  and  associated  corrective  actions  tracking  database 
(under  development)  will  be  the  primary  data  sources  for  the  CFO  audit  portion  of  this 
goal. 
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Verification  and  Validation:  Attendance  records  will  be  retained  for  security  training 
and  may  be  validated.  Validation  may  be  performed  through  checks  of  sign-in-sheets. 
Audit  and  review  findings  are  reviewed  by  information  security  personnel  and  verified  by 
systems  owners. 
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PART  III  -  APPENDIX  TO  THE  PERFORMANCE  PLAN 


A.1  Linkage  to  HHS  and  CMS  Strategic  Plans 


A  key  concept  underpinning  the  GPRA  law  is  the  close  linkage  of  an  agency's  strategic 
plan,  performance  plan,  and  its  budget  The  next  few  pages  illustrate  the  linkages  of  the 
FY  2004  Annual  Performance  Plan  goals  to  the  draft  FY  2003-2008  HHS  Strategic  Plan 
and  the  new  CMS  Strategic  Plan. 


LINK  OF  FY  2004  CMS  PERFORMANCE  GOALS  AND 
THE  DRAFT  FY  2003-2008  HHS  STRATEGIC  PLAN 


FY  2004  APP 

HHS  Strategic  Plan  Goal* 

Performance  Goal 

1 

:>■: 

4 

r 

8 

Medicare  Benefits 

Improve  Satisfaction  of  Medicare  Beneficiaries  with  the  Health 
Care  Sen/ices 

✓ 

✓ 

Improved  Medicare's  Administration  of  the  Beneficiary  Appeals 
Process 

Quality  of  Care:  Quality  Iinpr»vementOrgai^ations 

Protect  the  Health  of  Medicare  Beneficiaries  Age  65  Years  and 

Older  by  Increasing  the  Percentage  of  Those  Who  Receive  an 
Annual  Vaccination  for  Irtfluenza  and  a  Lifetime  Vaccination  for 
Pneumococcal 

Improve  Early  Detection  of  Breast  Cancer  Among  Medicare 
Beneficiaries  Age  <55  Years  and  Older  by  Increasing  the 

/ 

Percentage  of  Women  Who  Receive  a  Mammogram 

Improve  the  Care  of  Diabetic  Beneficiaries  by  Increasing  the 
Rate  of  Diabetic  Eye  Exams 

/ 

Protect  the  Health  of  Medicare  Beneficiaries  by  Optimizing  the 

Timing  of  Antibiotic  Administration  to  Reduce  the  Frequency  of 

/ 

/ 

Surgical  Site  Infection 

Quality  of  Care:  Survey  &  Certification 

Decrease  the  Prevalence  of  Restraints  in  Nursing  Homes 

/ 

Decrease  the  Prevalence  of  Pressure  Ulcers  in  Nursing  Homes 

/ 

Improve  the  Management  of  the  Survey  and  Certification  Budget 

I 

Development  and  Execution  Process 

/ 

Grants  to  States  for  Medicaid/Medicaid  Agencies 

Increase  the  Percentage  of  Medicaid  Two-Year  Old  Children 

Who  Are  Fully  Immunized 

/ 

Assist  States  in  Conducting  Medicaid  Payment  Accuracy  Studies 

for  the  Purpose  of  Measuring  and  Ultimately  Reducing  Medicaid 
Payment  Error  Rates 

/ 

Improve  Health  Care  Quality  Across  Medicaid  and  the  State 
Children's  Health  Insurance  Program  (SCHIP) 

VI-182 


1166 


APPENDIX  A 


?     FY 2084  APP           r  ■            }  :IJHS 

Sir 

Performance  Goal      v'  ^:'  ^  ^ 

i 

2  1  3  f  4  |  5  I  6  1  7  |8 

State  Children's  Health  Yjosorance  Program  • 

Decrease  the  Number  of  Uninsured  Children  by  Working  with 
States  to  Implement  SCHIP  and  by  Enrolling  Children  in 

/ 

Medicaid 

CHBfcal  Laboratory  Improvement  Amendments  (CXIA) 

Improve  and  Sustain  Testing  Accuracy  in  Laboratories  Holding  a 
CLIA  Certificate  of  Waiver 

Y'\ 

-    -        Medicare  Integrity  Program 

Reduce  the  Percentage  of  Improper  Payments  Made  Under  the 
Medicare  Fee-for-Services  Program 

S 

Assess  Program  Integrity  Customer  Service 

/ 

/ 

Improve  the  Provider  Enrollment  Process 

/ 

/ 

Improve  the  Effectiveness  of  the  Adxoinistradon  of  Medicare 
Secondary  Payer  (MSP)  Provisions  by  Increasing  the  Number  of 
Voluntary  Data  Exchange  Agreements  with  Insurers  or 

/ 

Employers 

Reduce  the  Medicare  Contractor  Error  Rate 

✓ 

/ 

Improve  the  Medicare  Provider  Compliance  Rate 

/ 

/ 

Medicare  Operations 

Improve  Beneficiary  Telephone  Customer  Service 

/ 

Sustain  Medicare  Payment  Timeliness  Consistent  with  Statutory 
Floor  and  Ceiling  Requirements 

s 

Increase  the  Use  of  Electronic  Commerce/Standards  in  Medicare 

/ 

/ 

Maintain  CMS's  Improved  Rating  on  Financial  Statements 

/ 

Improve  CMS  Oversight  of  Medicare  Fee-for-Service 

Contractors 

✓ 

/ 

Increase  Referral  of  Eligible  Delinquent  Debt  for  Cross  Servicing 

/ 

Improve  Effectiveness  of  Dissemination  of  Medicare  Information 

to  Beneficiaries 

/ 

Improve  Beneficiary  Understanding  of  Basic  Features  of  the 

Medicare  Program 

/ 

✓ 

Federal  Administrative  Costs 

Develop  and  Implement  an  IT  Architecture 

✓ 

Develop  New  Medicare  Payment  Systems  in  Fee-for-Service  and 

/ 

/ 

Medicare+Choice 

Improve  CMS's  Workforce  Planning 

/ 

Improve  CMS's  Management  Structure 

/ 

Strengthen  and  Maintain  Diversity  at  all  Levels  of  CMS 

/ 

Increase  Awareness  About  the  Opportunity  to  Enroll  in  the 
Medicare  Savings  Programs 

/ 

Implement  CMS  Restructuring  Plan  to  Create  a  More  Citizen- 
Centered  Organization 

Research,  Demonstration,  and  Evaluation 

Assess  the  Relationship  between  CMS  Research  Investments  and 
Program  Improvements 

/ 
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FY2004  APP 

1  HHS  Strategic  Plan  Goal* 

PerformaaceOoai 

|  1  { -  2  j  3  I  4r  |  5  |  6  1  7  j  fr 

ifevitaUza^QirPlaii 

Improved  CMS's  Information  Systems  Security 

1    H    1    1    1    1  1 

*  DHHS  Strategic  Goals 

Goal  1  -  Reduce  the  major  threats  to  the  health  and  well-being  of  Americans. 

Goal  2  —  Enhance  the  ability  of  the  Nation's  health  care  system  to  effectively  respond  to 

bioterrorism  and  other  public  health  challenges 

Goal  3  -  Increase  the  percentage  of  the  Nation's  children  and  adults  who  have  access  to  regular 
health  care  services  and  expand  consumer  choices 

Goal  4  -  Enhance  the  capacity  and  productivity  of  the  Nation's  health  science  research 
enterprise 

Goal  5  -  Improve  the  quality  of  health  care  services 

Goal  6  -  Improve  the  economic  and  social  well-being  of  individuals,  families,  and  communities, 
especially  those  most  in  need 

Goal  7  -  Improve  the  stability  and  healthy  development  of  our  Nation's  children  and  youth 
Goal  8  -  Achieve  excellence  in  management  practices 
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Linking  CMS's  FY  2004  Performance  Goals 
to  CMS's  Strategic  Goals* 


Protect  ami  improve  beneficiary  health  and  satisfaction. 

•  Improve  satisfaction  of  Medicare  beneficiaries  with  health  care  services  they  receive. 

•  Protect  the  health  of  Medicare  beneficiaries  age  65  years  and  older  by  increasing  the  percentage  of  those 
who  receive  an  annual  vaccination  for  influenza  and  a  lifetime-  vaccination  for  pneumococcal 

•  Improve  early  detection  of  breast  cancer  among  Medicare  beneficiaries  age  65  years  and  older  by  increasing 
the  percentage  of  women  who  receive  a  mammogram, 

•  Increase  the  percentage  of  Medicaid  two-year-old  children  who  are  fully  immunized, 

•  Decrease  the  number  of  uninsured  children  by  working  with  States  to  implement  SCHIP  &  by  enrolling 
children  in  Medicaid. 

•  Improve  the  case  of  diabetic  beneficiaries  by  increasing  the  rate  of  diabetic  eye  exams. 

•  Protect  the  health  of  Medicare  beneficiaries  by  optimizing  the  timing  of  administration  of  antibiotics  to 
reduce  the  frequency  of  surgical  site  infection. 

•  Improve  health  care  quality  across  Medicaid  and  the  State  Children's  Health  Insurance  Program  (SCHIP). 

•  Decrease  the  prevalence  of  restraints  in  nursing  homes. 

•  Decrease  the  prevalence  of  pressure  ulcers  in  nursing  homes.   _   „____  

Foster  appropriate  and  predictable  payments  and  high  quality  care. 

•  Develop  new  Medicare  payment  systems  in  FFS  &  Medicare-^Choice. 

•  Sustain  Medicare  payment  timeliness  consistent  with  statutory  floor  &  ceiling  requiremenls. 

Promote  understanding  of  CMS  programs  among  beneficiaries,  the  health  care  community,  and  the 
public. 

•  Improve  effectiveness  of  m'ssemination  of  Medicare  information  to  beneficiaries 

•  Improve  Medicare's  adrrrinistration  of  the  beneficiary  appeals  process. 

•  Improve  beneficiary  understanding  of  basic  features  of  the  Medicare  program. 

•  Increase  awareness  about  the  opportunity  to  enroll  in  the  Medicare  Savings  Programs.   

Promote  the  fiscal  integrity  of  CMS  programs  and  be  an  accountable  steward  of  public  funds. 

•  Maintain  CMS 's  improved  rating  on  financial  statements. 

•  Reduce  the  percentage  of  improper  payments  made  imder  the  Medicare  fee-for-service  (FFS)  program 

•  Reduce  the  Medicare  contractor  error  rate. 

•  Improve  the  Medicare  provider  compliance  rate. 

•  Improve  the  effectiveness  of  the  administration  of  the  Medicare  Secondary  Payer  (MSP)  provisions  by 
increasing  the  number  of  voluntary  data  exchange  agreements  with  insurers  or  employers. 

•  Increase  referral  of  eligible  delinquent  debt  for  cross  servicing. 

•  Assist  States  in  conducting  Medicaid  payment  accuracy  studies  for  the  purpose  of  rneasuring  &  ultimately 
reducing  Medicaid  payment  error  rates. 

•  Assess  program  integrity  customer  service. 

•  Improve  the  provider  enrollment  process. 

»    Improve  management  of  Survey  &  Certification  budget  development  &  execution  process.  

Foster  excellence  in  the  design  and  administration  of  CMS  programs. 

•  Improved  beneficiary  telephone  customer  service. 

•  Improve  CMS's  oversight  of  Medicare  fee-for-service  contractors. 

•  Develop  &  implement  information  technology  architecture. 

•  Improve  CMS's  ixiformation  systems  security. 

•  Increase  the  use  of  electronic  commerce/standards  in  Medicare. 

•  Improve  CMS's  workforce  planning. 

•  Improve  CMS 's  management  suuetuve. 

•  Strengthen  and  maintain  diversity  at  all  levels  of  CMS. 

•  Implement  CMS  Restructuring  Plan  to  create  a  more  citizen-centered  orgtu_-attc_  
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Provide  Leadership  in  the  broader  health  care  marketplace  to  improve  health. 

♦  Improve  and  sustain  testing  accuracy  in  laboratories  holding  a  CLI A  certificate  of  waiver. 

•  Asvsess  the  relationship  between  CMS  research  investments  &  program  improvements.  

*Please  note:  A  performance  goal  may  be  linked  to  more  than  one  strategic  goal. 
Primary  linkages  are  represented  here. 
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A.2.a  Changes  In  Annual  Performance  Plan  (APP)  Goals 


fTPR  A  Perform  pm**p  f~^rtal<t  hv  Rnrlepf  C^nt&unru 

VJi  1VTX  *  vliVI  UlHlIvv  \Jvh19  Uj   IraUgvl  V  4wcVJ  V 

FY 

FY 

FY 

FY 
02 

FY 
03 

FY 
04 

99 

00 

-  nmiHm 

• 

• 

/ 

✓ 

/ 

Improve  satisfaction  of  Medicare  beneficiaries  with  the  health  care  services  they 
receive.  (Beginning  FY  2001:  the  goal  includes  data  from  disenrollees.) 

• 

/ 

• 

Enroll  beneficiaries  into  managed  care  plans  timely.  FY  2002-2003:  Process 
Medicarc+Cboice  Organization  elections  in  compliance  with  the  BBA 
beneficiary  election  provisions. 

O 

• 

/ 

• 

O 

s 

- 

Improve  Medicare's  administration  of  the  beneficiary  appeal  process. 

o 
✓ 

® 

® 
✓ 

Increase  health  plan  choices  available  to  Medicare  beneficiaries  removed  in 
FY  2001  to  focus  on  areas  under  CMS's  control. 

o 
✓ 

• 

/ 

• 

m 

■  - ' 

IP 

0 

/ 

© 

© 

s 

■ 

Improve  heart  attack  survival  rates. 

Protect  the  health  of  Medicare  beneficiaries  age  65  years  and  older  by  increasing 
the  percentage  of  those  who  receive  an  annual  vaccination  for  influenza  and  a 
lifetime  vaccination  for  pneumococcal.  (Beginning  FY  2001:  lifetime 
pneumococcal  vaccination  included  and  data  source  changed  from  NHIS  to 
Medicare  Current  Beneficiary  Survey  to  include  institutional  based 
beneficiaries.) 

• 

✓ 

• 

✓ 

® 

© 

/ 

Improve  early  detection  of  breast  cancer  among  Medicare  beneficiaries  age  65 
years  and  older  by  increasing  the  percentage  of  women  who  recei  ve  a 
mammogram.  (Beginning  FY  2001:  data  source  changed  from  NHIS  to 
Medicare  claims  data  to  include  institutional  based  beneficiaries.) 

• 

• 

• 

© 

s 

/ 

Improve  the  care  of  diabetic  beneficiaries  by  increasing  the  rate  of  diabetic  eye 
exams. 

• 

✓ 

© 

/ 

Protect  the  health  of  Medicare  beneficiaries  by  optimizing  the  timing  of 
antibiouc  adnjiustrano'i  :  c  reduce  the  frequency  of  surgical  site  infection. 

✓ 

/ 

• 

✓ 

• 

✓ 

# 

✓ 

© 
s 

✓ 

/ 

Decrease  the  prevalence  of  restraints  in  nursing  homes. 

Decrease  the  prevalence  of  pressure  ulcers  in  nursing  homes. 

/ 

o 
✓ 

© 
/ 

/ 

Improve  the  management  of  the  Survey  and  Certification  budget  development 
and  execution  process. 

% 

/ 

/ 

✓ 

/ 

- 

• 

/ 

• 

• 

• 

/ 

✓ 

Work  with  States  to  develop  Medicaid  program  performance  goals.  (Beginning 
FY  2000  increase  the  percentage  of  Medicaid  two-year  old  children  who  are 
fully  immunized.) 

Provide  to  States  linked  Medicare  and  Medicaid  data  files  for  dually  eligible 
beneficiaries. 

• 

• 

• 

✓ 

• 

Assist  States  in  conducting  Medicaid  payment  accuracy  studies  for  the  purpose 
of  measuring  and  ultimately  reducing  Medicaid  payment  error  rates. 

o 
✓ 

• 

s 

/ 

Improve  health  care  quality  across  Medicaid  and  the  State  Children's  Health 
Insurance  Program  (SCHIP). 

/ 

Improve  access  to  care  for  elderly  &  disabled  Medicare  beneficiaries  who  do  not 
ha  ve  public  or  private  supplemental  insurance. 

• 

✓ 

• 

✓ 

✓ 

...  ''  - 

m 

■  ;-- 

- 
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GPRA  Performance  Goals  by  Budget  Category 

FY 
99 

FY 
00 

FY 
01 

FY 
02 

FY 

FY 
04 

• 

• 

✓ 

• 

• 

✓ 

/ 

Decrease  the  number  of  uninsured  children  by  working  with  States  to  implement 
SCHIP  and  increase  enrollment  of  eligible  children  in  Medicaid. 

• 

• 

/ 

• 

/ 

© 
/ 

1111 

Improve  laboratory  testing  accuracy.  (Beginning  FY  2000  sustain  improved 
laboratory  testing  accuracj'.) 

Improve  and  sustain  testing  accuracy  in  laboratories  holding  a  CLIA  certificate 

'  i "  war  £-1. 

/ 

• 

• 

/ 

o 

O 
/ 

S 

/ 

Reduce  the  percentage  of  improper  payments  made  under  the  Medicare  fee-for- 
service  program. 

Develop  and  implement  methods  for  measuring  program  integrity  outcomes. 

• 

© 
/ 

/ 

Improve  the  effectiveness  of  program  integrity  activities  through  the  successful 
implementation  of  the  Comprehensive  Plan  for  Program  Integrity.  Goal  was 
completed  in  FY  2001. 

© 

...... 

., 

- 

y.^H.:;-: 

Increase  Medicare  Secondary  Payer  liability  &  no-fault  dollar  recoveries.  Focus 
changed  beginning  FY  200 1  to  increase  Medicare  Secondary  Payer  credit 
balance  recoveries  and/or  decrease  recovery  time.  FY  2003:  Improve  the 

• 

• 

/ 

.  . 
• 

✓ 

process  of  credit  balance  recoveries. 

Assess  program  integrity  customer  service. 

• 

/ 

/ 

Improve  the  provider  enrollment  process. 

(Si 

/ 

/ 

V 

Improve  the  effectiveness  of  the  administration  of  Medicare  Secondary  Payer 
(MSP)  provisioas  by  increasing  the  number  of  voluntary  data  exchange 
agreements  with  insurers  or  employers. 

/ 

Reduce  the  Medicare  contractor  error  rats. 

/ 

Improve  the  Medicare  provider  compliance  rate. 

/ 

Improve  the  efficiency  of  the  medical  review  of  claims.  Goal  discontinued, 
focus  change  from  quantity  to  quality. 

o 
/ 

HI 

Ui  - 

!  • 

!. 

Reduce  the  percentage  of  Medicare  home  health  services  provided  for  which 
improper  payment  is  made. 

• 

o 
/ 

IP 

Increase  the  ratio  of  recoveries  identified  to  audit  dollars  spent. 
(Discontinued  after  FY  2000  due  to  data  source  concerns.) 

• 



o 
/ 

• 

® 

/ 

/ 

Improve  beneficiary  telephone  customer  service. 

Sustain  Medicare  payment  timeliness  consistent  with  statutory  floor  &  ceiling 
requirements. 

• 

• 

• 

✓ 

✓ 

/ 

Increase  the  use  of  electronic  commerce/standards  in  Medicare- 

• 

✓ 

• 

® 
✓ 

• 

/ 

/ 

Maintain  CMS's  improved  rating  on  financial  statements. 

• 

/ 

• 

/ 

• 

/ 

• 

/ 

/ 

Improve  CMS  oversight  of  Medicare  fee-for-service  contractors. 

• 

✓ 

• 

✓ 

✓ 

/ 
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GPRA  Performance  Goals  by  Budget  Category 

FY 

FY 

FY 

FY 

FY 

FY 

99 

00 

01 

02 

03 

94 

Increase  referral  of  eligible  delinquent  debt  for  cross  servicing. 

O 

✓ 

/ 

/ 

Improve  effectiveness  of  dissemination  of  Medicare  information  to  beneficiaries 
in  fee-far-service.  (In  FY  2000,  combined  with  the  National  Medicare  &  You 
Education  Program  beneficiary  infonnation  goal,  below.) 

• 

• 

• 

✓ 

✓ 

-  * 

Ijuprovs  effectiveness  of  dissemiiistioxiof  Nledicsre  lnforcnsxioc  to  i^ens^cisries 

(Beginning  FY  2001 :  fee-for-service  component  split  as  a  new  goal  under 
Medicare  Operations) 

• 

• 

✓ 

• 

s 

/ 
/ 

Improve  beneficiary  understanding  of  basic  features  of  the  Medicare  program. 

• 

✓ 

s 

Ensure  millennium  compliance  (readiness)  of  CMS  computer  systems. 

• 

• 

mm 

.         -         -           -  -■  ■  ■ 

• 

s 

y  

Develop  and  implement  an  information  technology  architecture. 

• 

® 

Develop  new  Medicare  payment  systems  in  fee-for-service  and 

• 

• 

• 

• 

Medicare+Choice. 

✓ 

/ 

s 

/ 

Improve  CMS's  workforce  planning 

• 

/ 

/ 

Improve  CMS's  management  structure. 

/ 

/ 

Strengthen  and  maintain  diversity  at  all  levels  of  CMS. 



/ 

/ 

Increase  awareness  about  the  opportunity  to  enroll  in  the 

• 

Medicare  Savings  Programs. 

/ 

/ 

Implement  CMS  Restructuring  Plan  to  create  a  more  citizen-centered 

organization. 

/ 

Ensure  compliance  with  HIPAA  requirements  through  the  use  of  policy  fonn 
reviews. 

• 

• 

✓ 

1 

: 

■ 

• 

® 

• 

• 

Assess  the  relationship  between  CMS  research  investments  and  program 

✓ 

✓ 

/ 

✓ 

/ 

o 

Improve  CMS's  information  systems  security.  (FY  2000  -  FY  2003  in  Federal 
Administrative  Costs  budget  category) 

s 

s 

/ 

/  Goal  in  identified  year 

*  Go*!  met 

O  Goal  not  met 

®  Goal  partiaHy  met 

O  Final  data  pending 
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A.2.b  Revised  Final  FY  2003  GPRA  Annual  Performance  Plan  Goals 

Process  Me<licare+Choice  Organization  Elections  in  Compliance  with  the  BBA 
Beneficiary  Election  Provisions  MB3-03 

Original  FY  2003  Target 

Medicare+Choice  organization  (M+CO)  election  transactions  are  accepted  and  used  to 
update  beneficiary  data  timely.  Target  percentage  to  be  developed  based  on  data 
collected  in  last  quarter  of  FY  2002. 

Revised  Final  FY  2003  Target 

Due  to  legislation,  this  goal  has  been  discontinued. 

Rationale 

Due  to  the  passage  of  the  Bioterrorism  Preparedness  Act  of 2001  (enacted  June  2002), 
the  implementation  of  the  lock-in  provisions  has  been  statutorily  delayed  until  FY  2005. 
Because  there  will  be  no  data  to  report  in  FY  2003  and  FY  2004,  this  goal  is 
discontinued. 


Improve  Medicare's  Administration  of  the  Beneficiary  Appeals  Process  MB4-03 

Original  FY  2003  Target;  Developmental. 
M+CO:  Begin  collecting  data  to  establish  baseline. 

FFS:  A  pilot  program  is  under  consideration  to  analyze  FFS  appeal  data  already 
collected  from  fiscal  intermediaries  and  carriers. 

Revised  Final  FY  2003  Target 

Developmental. 

M+CO:  Enhance  data  collection  at  the  Independent  Review  Entity  (IRE)  level. 
FFS:  Developmental. 

Rationale 

This  data  collection  will  eliminate  any  additional  reporting  burdens  on  the  M+COs. 
The  Benefits  Improvement  and  Protection  Act  (BIPA)  of  2000  mandated  a  new  appeals 
process,  which  will  change  the  requirements  for  FFS  data  collection. 


Improve  Heart  Attack  Survival  Rates  By  Decreasing  Mortality  QIO1-03 
Original  FY  2003  Target 

To  decrease  the  1  -year  mortality  rate  to  27.4  percent  among  Medicare  beneficiaries 
following  hospital  admissions  for  heart  attack. 

Revised  Final  FY  2003  Target 

This  goal  has  been  discontinued. 
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Rationale 

There  are  a  number  of  interventions  that  have  proven  to  be  successful  for  increasing 
heart  attack  survival  following  a  heart  attack,  and  we  have  made  use  of  these 
interventions  in  hospitals.  However,  recent  data  indicate  that  the  number  of  deaths 
occurring  within  one  year  following  hospitalization  for  heart  attack  is  not  decreasing. 
Many  complex  variables  might  have  made  significant  independent  contributions  to  the 
survival  rate.  We  will  continue  to  report  our  results  through  FY  2002  but  we  are 
discontinuing  this  goal  beginning  in  FY  2003.  The  CMS  will  continue  to  encourage 
and  monitor  research  in  this  area  to  determine  what  may  be  causing  these  disappointing 
trends. 


Protect  the  Health  of  Medicare  Beneficiaries  Age  65  Years  and  Older  by 
Increasing  the  Percentage  of  Those  Who  Receive  an  Annual  Vaccination  for 
Influenza  and  a  Lifetime  Vaccination  for  Pneumococcal  QIO2-03 

Original  FY  2003  Target  (Pneumococcal) 

To  achieve  a  69  percent  lifetime  pneumococcal  vaccination  rate  among  Medicare 
beneficiaries  age  65  years  and  older. 

Revised  Final  FY  2003  Target  (Pneumococcal) 

To  achieve  a  67  percent  lifetime  pneumococcal  vaccination  rate  among  Medicare 
beneficiaries  age  65  years  and  older. 

Rationale 

Most  recent  MCBS  data  indicate  that  the  rate  for  pneumococcal  vaccinations  is  slowing 
down  from  what  has  been  seen  in  recent  years.  In  light  of  this  information,  we  are 
revising  our  FY  2003  target  to  a  more  realistic  target  of  achieving  a  67  percent  hfetime 
pneumococcal  vaccination  rate  in  Medicare  beneficiaries  age  65  years  and  older.  The 
CMS  will  continue  to  actively  promote  the  receipt  of  hfetime  pneuomococcal 
vaccinations,  and  we  will  continue  monitoring  trends. 

Improve  Early  Detection  of  Breast  Cancer  Among  Medicare  Beneficiaries 
Age  65  Years  and  Older  by  Increasing  the  Percentage  of  Women 
Who  Receive  a  Mammogram  QIO3-03 

Original  Baseline 

45  percent  of  female  FFS  Medicare  beneficiaries  age  65  years  and  older  received  a 
mammogram  within  a  two-year  period  (1997-1998  National  Gaims  History  File  data). 

Revised  Baseline 

51  percent  of  female  FFS  Medicare  beneficiaries  age  65  years  and  older  received  a 
mammogram  within  a  two-year  period  (2000-2001  National  Claims  History  File  data). 
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Original  FY  2003  Target 

To  increase  to  53  percent  Medicare  beneficiaries  age  65  years  and  older  who  will  have 
received  a  mammogram  in  a  two-year  period  (National  Claims  History  File). 

Revised  Final  FY  2003  Target 

To  increase  to  51,5  percent  Medicare  beneficiaries  age  65  years  and  older  who  will 
have  received  a  mammogram  in  a  two-year  period  (National  Claims  History  File). 

Rationale 

The  baseline  and  target  have  been  revised  to  attain  consistency  with  the  2002  HEDIS® 
measure  and  to  reflect  changes  in  billing  codes  for  digital  mammograms,  conversion  of 
film  to  digital  images,  and  for  computer-aided  screening.  Additionally,  trends  indicate 
diminished  gains  in  the  biennial  mammography  rare  among  women  age  65  and  older 
from  1997-98  to  2000-01. 


Protect  the  Health  of  Beneficiaries  by  Optimizing  the  Timing  of  Antibiotic 
Administration  to  Reduce  the  Frequency  of  Surgical  Site  Infection  QIO5-03 

New  FY  2003  Goal 

The  goal  to  protect  the  health  of  beneficiaries  by  optimizing  the  timing  of  antibiotic 
administration  to  reduce  the  frequency  of  surgical  site  infection  is  a  component  of  the 
Surgical  Site  Infection  Prevention  (SIP)  Project,  which  is  currently  being  implemented 
by  our  QlOs,  The  focus  of  this  goal  is  to  decrease  the  complications  from  infection 
following  a  surgical  procedure  by  increasing  the  rate  by  whi oh  antibiotics  are 
administered  in  the  recommended  timeframe.  By  doing  this  we  will  be  able  to  improve 
the  health  care  outcomes  for  our  beneficiaries,  while  decreasing  the  morbidity  and 
mortality,  and  overall  health  care  costs. 

Rationale 

This  goal  has  been  added  to  the  performance  plan  in  order  to  incorporate  the  new 
initiatives  included  in  the  Seventh  Scope  of  Work  as  well  as  the  initiative  on  preventive 
health. 


Improve  me  Management  of  the  Survey  and  Certification  Budget 
Development  and  Execution  Process  QSC-03 

Original  FY  2003  Target 

Allocate  FY  2003  State  Survey  and  Certification  budget  using  the  price-based  budget 
methodology  to  distribute,  at  a  minimum,  any  budget  increases  to  those  States  that  do 
not  exceed  15  percent  above  the  combined  national  average  hours  for  long  term  care 
and  non  long  term  care  surveys.  Use  performance  measures  and  associated  baselines  to 
measure  the  quality  of  the  survey  work  pertbrmed. 
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Revised  Final  FY  2003  Target 

Allocate  FY  2003  State  Survey  and  Certification  budget  using  the  price-based  budget 
methodology  to  distribute,  at  a  minimum,  any  budget  increases  to  those  States  that  do 
not  exceed  15  percent  above  the  combined  national  average  hours  for  long  term  care 
and/or  non  long  term  care  surveys.  Use  performance  measures  and  associated 
baselines  to  measure  the  quality  of  the  survey  work  performed. 

Rationale 

We  remain  committed  to  analyzing  average  hours  for  both  long  term  care  and  non-long 
term  care  surveys  as  part  of  the  budget  methodology.  However,  due  to  the  uncertainty 
of  the  appropriations  process  and  future  resource  challenges  facing  State  survey 
agencies,  CMS  is  unsure  about  the  feasibility  of  this  approach  and  its  impact  on  State 
survey  agencies.  Therefore,  and  if  necessary,  we  have  decided  to  allow  the  flexibility  to 
continue  our  current  focus  on  long  term  care  survey  hours  only. 


Assist  States  in  Conducting  Medicaid  Payment  Accuracy  Studies  for  the  Purpose 
of  Measuring  and  Ultimately  Reducing  Medicaid  Payment  Error  Rates  MMA4-03 

Original  FY  2003  Target 

Expand  the  PAM  Program  to  fifteen  States,  Pilot  test  the  CMS  PAM  Model  with  ten  of 
these  States;  pilot  test  innovative  alternative  payment  accuracy  methodologies  with  five 
States.  Assess  the  FY  2002  nine  State  experiences  and  review  final  reports;  collaborate 
with  the  States,  The  Lewin  Group,  and  others  in  CMS  and  OIG  to  finalize  specifications 
for  the  CMS  PAM  Model. 

Revised  Final  FY  2003  Target 

Expand  the  Medicaid  PAM  Project  to  twelve  States.  Pilot  test  the  CMS  PAM  Model 
in  all  twelve  of  these  States.  Assess  the  FY  2002  nine  State  experiences  and  review 
final  reports;  collaborate  with  theStates,  The  Lewin  Group,  and  others  in  CMS  and  OIG 
to  develop  draft  final  specifications  for  the  CMS  PAM  Model. 

Rationale 

The  target  for  this  goal  has  been  changed  to  reflect  the  actual  number  of  States  that  will 
participate  in  the  Medicaid  PAM  Project  during  FY  2003.  Twelve  proposals  were 
received  from  States  in  response  to  the  all  State  solicitation  sent  to  State  Medicaid 
Directors,  May  7,  2002;  all  twelve  of  the  States  that  have  applied  to  participate  in  the 
PAM  Project  during  FY  2003  will  be  awarded  PAM  Project  grants.  As  such,  the 
program  will  expand  from  nine  States  in  FY  2002  to  twelve  States  during  FY  2003.  All 
twelve  States  will  pilot  test  the  CMS  PAM  Model.  CMS  will  not  pilot  test  alternative 
payment  accuracy  methodologies  in  FY  2003. 
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Improve  Health  Care  Quality  Across  Medicaid  and  the  State  Children's  Health 
Insurance  Program  (SCHIP)  MMA5-03 

Original  FY  2003  Title 

Improve  Health  Care  Quality  Across  the  Medicaid  and  State  Children's  Health 
Insurance  Program  (SCHIP)  Through  the  CMS/State  Performance  Measurement 
Partnership  Project  (PMPP) 

Revised  FY  20Q3  Title 

Improve  Health  Care  Quality  Across  the  Medicaid  and  State  Children's  Health 
Insurance  Program  (SCHIP) 

Rationale  (for  revised  title) 

CMS  is  revising  the  title  of  this  goal  to  be  more  inclusive  of  the  all  of  the  Medicaid  and 
SCHIP  activities  to  improve  health  care  quality. 

Original  FY  2003  Target 

To  begin  working  with  States  on  the  Performance  Measurement  Partnership  Project 
(PMPP). 

-  Medicaid 

(a)  Report  on  results  of  the  meeting  with  State  representatives  and  identify  a 
timeline  for  implementing  recommendations;  and  (b)  Initiate  action  steps  for 
implementing  recommendations. 
-SCHIP 

(a)  Report  on  results  of  the  meeting  with  State  representatives  and  identify  a 
timeline  for  implementing  recommendations;  (b)  Initiate  action  steps  for 
implementing  recommendations;  and  (c)  Begin  to  implement  core  SCHIP 
performance  measures. 

Revised  FY  2003  Target 

To  begin  working  with  States  on  the  Performance  Measurement  Partnership  Project 
(PMPP). 

—  Medicaid 

(a)  Report  on  results  of  the  meeting  with  State  representatives  and  identify  a 
timeline  for  implementing  recommendations;  (b)  Identify  a  strategy  for 
improving  health  care  delivery  and/or  quality,  and  specify  measures  for 
gauging  improvement;  and  (c)  Initiate  action  steps  for  implementing 
recommendations. 
-SCHIP 

(a)  Report  on  results  of  the  meeting  with  State  representatives  and  identify  a 
timeline  for  implementing  recommendations;  (b)  Identify  a  strategy  for 
improving  health  care  delivery  and/or  quality,  and  specify  measures  for 
gauging  improvement;  (e)  Initiate  action  steps  for  implementing 
recommendations;  and  (d)  Begin  to  implement  core  SCHIP  performance 
measures. 
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Rationale  (for  revised  target) 

We  are  aiding  this  milestone  to  our  target  to  include  all  of  the  major  steps  that  CMS 
and  the  States  are  taking  toward  reaching  a  measurable  goal- 


Decrease  the  Number  of  Uninsured  Children  by  Working  with 
States  to  Implement  SCHIP  and  by  Enrolling  Children  in  Medicaid  SCBIP1-03 

Original  FY  2003  Target 

To  be  determined.  Currently,  we  are  in  the  process  of  re-evaluating  the  goal  and 
anticipate  releasing  a  revised  goal  in  early  FY  2002. 

Revised  Final  FY  2003  Target 

Increase  the  number  of  children  who  are  enrolled  in  regular  Medicaid  or  SCHIP  by 
five  percent  over  the  previous  year. 

Rationale 

When  The  State  Children's  Health  Insurance  Program  began  in  1 997,  CMS 
implemented  an  enrollment  goal  to  enroll  five  million  children  in  the  program  by 
FY  2005.  Because  we  have  exceeded  this  goal  and  are  now  seeing  States  face  fiscal 
challenges  that  may  affect  program  outreach  and  enrollment,  we  are  less  sure  about 
future  projections  and  have  decided  to  set  our  FYs  2003  and  2004  targets  to  increase 
enrollment  by  five  percent  over  the  previous  year. 


Improve  the  Process  of  Credit  Balance  Recoveries  MIP5-03 
Original  FY  2003  Goal  Title 

Increase  Medicare  Secondary  Payer  (MSP)  Credit  Balance  Recoveries  and/or  Decrease 
Recovery  Time  to  Recoup  Dollar  Recoveries 

Revised  FY  2003  Goal  Title 

Improve  the  Process  of  Credit  Balance  Recoveries 

Rationale 

The  title  for  this  goal  has  been  revised  to  more  accurately  reflect  the  activity. 


Improve  Beneficiary  Telephone  Customer  Service  MO1-03 
Original  Baseline 

Developmental.  Baseline  data  on  accessibility,  accuracy  of  response,  and  caller 
satisfaction  are  being  collected  and  will  be  available  by  the  end  of  FY  2002. 


VT-I95 


1179 


APPENDIX  A 


Revised  Filial  Baseline 

National  quality  targets  defined.  Currently  ao  standardization  of  telephone  call  centers; 
one  pilot  underway.  -  ' 

Original  FY  2003  Target 

Using  baseline  data,  establish  call  center  performance  targets  for  accessibility,  accuracy 
of  response,  and  caller  satisfaction.  Collect  monthly  data  from  each  call  center  and 
compare  performance  against  targets,  identify  where  improvements  are  needed  on 
national  and  regional  levels.  Take  necessary  actions  and/or  conduct  training  to  bring 
about  improved  performance.  Specific  target  goals  to  be  determined. 

Revised  Final  FY  2003  Target 

( 1 )  Quality  Standards: 

-  Minimum  of  85  percent  pass  rate  tor  Adherence  to  Privacy  Act 

-  Minimum  of  90  percent  meets  expectations  for  Customer  Skills  Assessment 

-  Minimum  of  85  percent  meets  expectations  for  Knowledge  Skills  Assessment 

(2)  Begin  national  expansion  of  1-809-MEDICARE 

Rationale 

A  shift  in  Agency  priorities  and  the  strategy  for  telephone  customer  service  required  a 
redirection  of  funding  for  the  national  caller  satisfaction  survey  to  a  pilot  operation  in 
Pennsylvania  (beneficiaries  calling  a  single  800  number)  in  early  FY  2002.  The  CMS 
also  made  file  development  and  implementation  of  a  standard  desktop  For  customer 
service  representatives  at  contractor  call  centers  one  of  its  highest  priorities  for 
telephone  delivery.  This  shift  towards  the  national  expansion  of  1-800-MEDICARE  as 
the  single  beneficiary  inquiry  brie  reflects  a  significant  systems  change  that  will 
improve  responsiveness  to  our  beneficiaries.  Given  the  lack  of  baseline  data  and  the 
change  in  Agency  priorities,  the  caller  satisfaction  and  accessibility  measures  have  been 
discontinued  at  this  time. 

Improve  CMS  Oversight  of  Medicare  Fec-for-Serviee  Contractors  MO5-03 

Original  FY  2003  Target 

Developmental, 

Revised  Final  FY  2003  Target 

Building  on  program  achievement  in  prior  years,  CMS  will  move  further  toward  its  goal 
of  national  uniform  contractor  evaluation. 

Rationale 

This  is  a  developmental  goal  following  a  timeline  to  reach  a  national  uniform  contractor 
evaluation. 
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Improve  Effectiveness  of  Dissemination  of  Medicare  Information  to  Beneficiaries 
through  the  National  Medicare  &  You  Education  Program  (NMEP)  MO8-03 

Original  FY  2003  Title 

Improve  Effectiveness  of  Dissemination  of  Medicare  Information  to  Beneficiaries 
through  the  National  Medicare  &  You  Education  Program  (NMEP) 

Revised  Final  FY  2003  Title 

Improve  Effectiveness  of  Dissemination  of  Medicare  Information  to  Beneficiaries 
Rationale 

The  reference  to  NMEP  was  removed  from  the  title  so  as  not  to  limit  the  focus  of  this 
goal.  While  NMEP  efforts  will  have  an  impact  on  beneficiary  behavior  affecting  the 
outcome  of  this  goal,  the  NMEP  alone  does  not  control  whether  or  not  we  meet  our 
targets.  In  addition,  there  are  other  pertinent  activities  outside  of  NMEP  which  can 
contribute  to  the  outcome  of  this  goal. 


Improve  Beneficiary  Understanding  of  Basic 
Features  of  the  Medicare  Program  MO9-03 

Original  Baseline 

Developmental. 

Revised  Final  Baseline 

(1)  Beneficiaries  were  able  to  answer  correctly  2.75  questions  out  of  6  questions 
measuring  beneficiary  understanding  of  different  components  of  the  Medicare 
program. 

(2)  Fifty-three  percent  of  Medicare  beneficiaries  were  aware  that  Medicare  has  a  1-800 
information  number. 

Original  FY  2003  Target 

Developmental. 

Revised  Final  FY  2003  Target 

Continue  collecting  and  monitoring  the  Medicare  Current  Beneficiary  Survey  (MCBS) 
data  on  (1)  &  (2)  above  for  reporting  on  FY  2004  targets. 

Rationale 

The  FY  2002  goal  was  to  develop  baselines/targets  to: 

•  improve  awareness  of  the  core  features  of  Medicare  that  beneficiaries  need  to  know 
to  use  the  program  effectively,  and 

•  improve  beneficiary  awareness  of  CMS  sources  from  which  additional  information 
can  be  obtained  if  needed. 

The  baselines  and  targets  are  shown  above. 
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Develop  and  Implement  an  Information  Technology  Architecture  FAC2-03 
Original  FY  2003  Target 

Continue  maturing  the  IT  A,  including  further  expansion  of  both  breadth  and  depth,  as 
opportunities  and  needs  arise.  Develop  architectural  support  services  for  enterprise- 
wide  use,  for  example,  business  modeling  or  technology  assessment  Implement  IT 
policies  and  procedures,  and  continue  additional  FT  policy  and  procedure  development 
for  needed  subject  areas. 

Revised  Final  FY  2003  Target 

Continue  to  develop  the  ITA  (Enterprise  Architecture),  including  further  expansion  of 
both  breadth  and  depth  using  a  segmented  approach,  with  specific  segments  determined 
as  opportunities  and  needs  arise.  Complete  development  and  promulgation  of 
remaining  IT  policies. 

Rationale 

Goal  is  moving  forward  and  implementation  of  policy  and  procedures  has  and  will 
continue  to  occur. 


Increase  CMS's  Information  Systems  Security  FAC3-03* 
Original  FY  2003  Target 

Achieve  zero  material  weaknesses  in  the  EDP  portion  of  the  FY  2002  CFO  audits. 
Implement  improved  access  control  management  system.  Conduct  penetration  testing 
and  vulnerability  assessments  at  a  subset  of  Medicare  contractors  and  CMS  service 
providers-  Include  systems  security  reviews  in  Contractor  Performance  Evaluations 
(CPEs). 

Revised  Final  FY  2003  Target 

Achieve  zero  material  weaknesses  in  the  EDP  portion  of  the  FY  2002  CFO  audits. 
Implement  improved  access  control  management  system. 

Rationale 

The  major  emphasis  of  this  goal  is  to  close  the  security  gaps  at  the  contractor  level.  All 
available  resources  are  being  used  to  fund  implementation  of  the  security  safeguards 
necessary  to  comply  with  CMS's  baseline  security  requirements. 

*See  new  FY  2004  Revitalizarion  Plan  budget  category  for  more  information. 


Improve  CMS's  Workforce  Planning  FAC6-03 

Original  Baseline 

Developmental.  Baseline  data  to  detemiine  skill  and  knowledge  gaps  will  be  available 
from  the  workforce  planning  automated  system  in  FY  2003. 
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Revised  Final  Baseline 

Developmental.  Baseline  data  to  determine  skill  and  knowledge  gaps  will  be  available 
from  the  workforce  planning  automated  system  in  FY  2004. 

Original  FY  2003  Target 

Fully  implement  automated  workforce  planning  system,  including  updating  previously 
collected  data  and  establishing  a  knowledge  and  skill  level  baseline. 

Revised  FY  2003  Target 

Complete  development  of  and  implement  automated  workforce  planning  modules. 
Rationale 

During  FY  2002.  a  prototype  system  was  developed.  After  evaluating  the  initial 
prototype,  CMS  decided  to  develop  a  series  of  automated  workforce  planning  modules 
linked  to  our  human  resource  information  system,  rather  than  build  a  "stand-alone" 
workforce  planning  system.  Completion  of  these  modules  is  expected  in  FY  2003.  Full 
implementation,  in  FY  2004,  will  give  CMS  data  on  knowledge  and  skill  gaps  that  can 
be  tracked  over  time. 


Improve  CMS's  Management  Structure  FAC7-03 
Original  FY  2003  Target 

(a)  Performance  Management:  Full  implementation  of  a  competency-based 
performance  management  system  for  non-Senior  Executive  Service  (non-SES) 
managers;  (b)  Awards  and  Recognition:  Implementation  of  an  awards  and  recognition 
program  for  non-SES  managers  directly  linked  to  managerial  effectiveness  and  program 
results;  and  (c)  Explore  data  sources  to  develop  a  baseline  and  targets  tor  measuring  the 
progress  of  the  activities  and/or  the  improvement  in  management  competency  as  a  result 
of  LMDS  activities. 

Revised  FY  2003  Target 

(a)  Performance  Management  Full  implementation  of  a  competency-based 
performance  management  (planning  and  appraisal)  program  for  non-Senior 
Executive  Service  (non-SES)  managers;  (b)  Awards  and  Recognition:  Implementation 
of  an  awards  and  recognition  program  for  non-SES  managers  directly  linked  to 
managerial  effectiveness  and  program  results;  and  (c)  Explore  data  sources  to  develop  a 
baseline  and  targets  for  measuring  the  progress  of  the  activities  and/or  the  improvement 
in  management  competency  as  a  result  of  LMDS  activities. 

Rationale 

We  are  revising  the  target  language  to  clarify  that  the  Performance  Management  System 
is  a  planning  and  appraisal  program  for  non-SES  managers. 
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Increase  Awareness  of  the  Opportunity  to  Enroll  in  the  Medicare  Savings 
Programs  FAC9-03 

Original  FY  2003  Target 

To  be  determined.  We  will  increase  awareness  of  Medicare  Savings  Programs  and  set 
target  based  on  FY  2002  baseline. 

Revised  FY  2003  Target 

Increase  awareness  of  Medicare  Savings  Programs  to  13  percent. 
Rationale 

We  are  revising  the  target  language  because  the  FY  2002  baseline  has  been  established 
and  future  targets  have  been  developed. 


Assess  the  Relationship  between  CMS  Research  Investments  and  Program 
Improvements  Rl-03 

Original  FY  2003  Target 

Repeat  internal  and  external  assessments. 

Revised  FY  2003  Target 

Conduct  internal  assessment 

Rationale 

Based  on  the  recommendations  made  by  the  external  reviewers  and  CMS  research 
leadership,  we  plan  to  continue  annual  internal  assessments  and  to  former  integrate 
them  with  our  work  planning  and  budgeting  processes.  However,  since  research 
agendas  and  findings  are  usually  part  of  an  ongoing  multiyear  process,  we  believe  it 
will  be  more  effective  to  perform  external  reviews  every  3  years.  We  will  conduct  our 
next  external  assessment  in  FY  2005. 

A3  Partnerships  and  Coordination 

The  CMS  accomplishes  its  mission  by  working  closely  with  many  other  organizations. 
This  includes  working  relationships  with  CMS  agents  (Medicare  contractors,  State 
Medicaid  Agency  staff,  State  surveyors,  and  Quality  Improvement  Organizations, 
providers  of  care  (hospitals,  physicians,  health  plans,  clinical  laboratories,  etc.), 
beneficiary  and  consumer  organizations,  accrediting  bodies  (the  Joint  Commission  on 
Accreditation  of  Healthcare  Organizations  and  the  National  Committee  on  Quality 
Assurance),  and  researchers  who  work  together  to  ensure  high  quality  care  for  nearly 
82  million  Medicare  and  Medicaid  beneficiaries. 

The  CMS  continues  to  increase  coordination  with  States  in  the  performance  plan 
process.  State  Medicaid  agencies  are  directly  involved  in  carrying  out  the  goals  for 
decreasing  the  number  of  uninsured  children;  assisting  States  in  conducting  Medicaid 
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payment  accuracy  studies,  linking  Medicare  and  Medicaid  data;  and  increasing  rates  of 
immunization  for  Medicaid  children. 

The  CMS  works  closely  with  a  number  of  other  Federal  agencies,  both  within  and 
outside  HHS,  on  special  programs  and  crosscutting  issues.  For  example: 

•  The  CMS  depends  on  assistance  from  the  Centers  for  Disease  Control  and 
Prevention  (CDC)  in  our  efforts  to  increase  influenza  and  pneumococcal  vaccination 
rates. 

•  The  CMS,  me  HHS  Inspector  General,  the  FBI,  and  the  Administration  on  Aging 
work  together  to  reduce  fraud,  waste,  and  abuse. 

•  The  CMS,  the  Health  Resources  and  Services  Administration  (HRSA),  and  other 
HHS  agencies  (e.g.,  CDC  and  Agency  for  Healthcare  Research  and  Quality)  are 
working  together  to  improve  children's  access  to  health  care  services. 

•  The  CMS  and  the  CDC  are  providing  ongoing  technical  assistance  to  States  as  they 
explore  methodologies  and  develop  baselmes  for  measuring  the  number  of  Medicaid 
two-year  olds  who  are  fully  immunized. 

Working  in  partnership  leverages  resources  and  increases  coordination,  which  is 
ultimately  in  the  beneficiaries'  best  interest.  Each  performance  goal  narrative  includes  a 
coordination  section. 

A.4  Data  Issues  -  Data  Verification  and  Validation 

The  CMS  uses  many  data  systems  to  measure  its  performance  on  GPRA  goals.  Each 
goal  in  the  APP  contains  a  section  on  data  verification  and  validation  and  describes  any 
limitations  of  the  data  sources.  Relying  on  a  number  of  administrative  and  survey  data 
systems  presents  certain  difficulties  and  vulnerabilities.  For  example,  there  are  inherent 
time  lags  between  the  actual  data  submission,  data  compilation,  and  the  due  dates  for 
report  submissions.  Goals  for  which  data  are  not  yet  available  will  be  included  in  a 
subsequent  Annual  Performance  Report. 

The  CMS  conducts  comparisons  across  similar  data  systems  where  practical  to  ensure 
validity  and  reliability  of  data  sources.  For  example,  under  performance  goal  MB  1-04 
(a  goal  to  improve  Medicare  beneficiary  satisfaction  with  services),  the  Medicare 
Consumer  Assessment  of  Health  Plans  Study  (CAHPS)  is  used  to  assess  beneficiary 
satisfaction  with  health  plans.  We  will  check  the  consistency  of  CAHPS  data  with 
similar  data  from  the  Medicare  Current  Beneficiary  Survey.  Another  approach  we 
employ  to  ensure  data  quality  is  the  use  of  consistency  edits.  For  example,  the  On-line 
Survey  and  Certification  and  Reporting  (OSCAR)  data  system  (used  to  measure  the 
prevalence  of  restraints  in  nursing  homes)  measures  State-to-State  and  facility-to- 
facility  variation  within  data  elements.  Our  experience  has  shown  that  these  variations 
have  been  relatively  constant,  resulting  in  national  measurements  with  high  reliability. 
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In  addition  to  data  already  available  through  CMS  systems,  CMS's  APP  relies  on 
survey  data,  evaluations,  and  special  studies  conducted  by  other  Federal  agencies.  The 
CMS  relies  on  these  agencies  to  verity  and  validate  their  data.  External  data  sources 
enable  us  to  conserve  resources  by  minimizing  duplication  of  effort.  Since  most  of 
these  surveys,  studies,  and  audits  are  conducted  for  multiple  purposes,  refinements  of 
methods  and  definitions  that  strengthen  data  collection  for  one  purpose  may  weaken  the 
usefulness  of  the  information  of  CMS's  performance  measurement  under  GPRA.  If  a 
data  source  changes  in  a  manner  that  diminishes  its  appropriateness  for  our  performance 
measure  or  a  better  data  source  is  identified,  we  will  evaluate  our  approach.  For 
instance,  in  our  mammography  goal,  we  are  now  using  Medicare  claims  data  since  the 
National  Health  Interview  Survey  did  not  include  institutional-based  beneficiaries. 

One  of  the  biggest  challenges  that  we  face  in  the  analysis  of  performance  data  is 
timeliness.  In  some  cases,  there  are  inherent  time  lags  between  the  actual  data 
submission,  data  compilation,  and  the  due  dates  for  report  submission. 

A.5  Performance  Measurement  Linkages  with  Budget,  Cost  Accounting, 
Information  Technology  Planning,  Capital  Planning,  and  Program  Evalnation 

Linking  Performance  Measurement  to  the  CMS  Budget 

We  have  taken  care  to  ensure  that  major  budget  categories,  including  both  program 
benefits  and  program  administration  funds,  have  adequate  coverage  in  the  APP.  Our 
performance  plan  and  report  are  organized  by  budget  category  to  provide  a  linkage  of 
performance  goals,  program  activities  and  dollar  amounts.  These  linkages  ensure  that 
in  setting  performance  goals,  CMS  selects  goals  that  are  representative  of  the  full  range 
of  Agency  activities  and  resources. 

Linking  Performance  Measurement  to  Cost  Accounting 

We  select  the  performance  goals  in  CMS's  APP  based  on  the  fact  that,  collectively,  they 
broadly  represent  the  work  of  the  Agency  Where  appropriate,  explicit  cost  linkages 
exist,  m  other  cases  explicit  cost  linkages  are  not  made,  but  activities  are  linked  to 
budget  categories  as  explained  above.  The  CFO  clean  opinion  goal  shows  our 
commitment  to  clear  and  complete  accounting  for  funds  across  the  Agency. 

Linking  Performance  Measurement  to  Information  Technology  (IT)  and  Capital 
Planning 

Capital  investment,  primarily  in  the  form  of  technology,  supports  all  of  CMS's  goals. 
The  CMS  technology  investments  are  funded  through  the  Agency's  annual  Information 
Technology  (IT)  budget,  which  in  turn  is  funded  from  several  of  CMS's  accounts. 

We  have  continued  to  include  information  technology  planning  in  the  FY  2004  APP  in 
our  goal  to  develop  and  implement  an  information  technology  architecture,  as  required 
by  the  Clinger-Cohen  Act  of  1996  and  in  alignment  with  CMS's  strategic  business 
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objectives.  We  believe  implementation  of  the  full  process  must  be  phased  to  be  folly 
successful,  and  our  performance  goal  reflects  that  approach. 

Performance  Measurement  Linkages  with  Program  Evaluation 

The  CMS  performs,  coordinates,  and  supports  research  and  demonstration  projects 
(through  studies,  contracts,  grants,  and  waivers)  to  develop  and  implement  new  health 
care  financing  policies  and  to  evaluate  the  impact  of  CMS's  programs  on  beneficiaries, 
providers,  States,  Tribes,  and  other  customers  and  partners.  The  scope  of  CMS's 
research,  demonstration,  and  evaluation  activities  embrace  all  areas  of  health  care 
relevant  to  CMS  programs:  costs,  access,  quality,  service  delivery  models,  and 
financing  approaches. 

The  CMS  has  planned  several  program  and  demonstration  evaluations  over  the  next 
five  years  and  beyond  to  assess  our  strategies  for  improving  our  programs.  Findings 
from  our  demonstration  evaluations  will  be  used  to  help  CMS  plan  for  the  future  of  our 
programs  and  modify  strategies  for  accomplishing  our  APP  and  strategic  goals.  We 
have  included  in  our  APPs  a  performance  goal,  which  directly  assesses  our  research  and 
demonstration  activities. 

We  consider  the  evaluation  work  of  others,  such  as  the  Office  of  Inspector  General,  the 
General  Accounting  Office,  and  the  Medicare  Payment  Advisory  Commission,  in 
developing  our  performance  plan.  Findings  from  evaluation  by  these  entities  have 
influenced  our  choice  of  performance  measures,  including  the  Medicare  fee-for-service 
error  rate  goal  and  our  goal  to  stratify  the  Medicare  payment  error  rate  to  strengthen  our 
ability  to  target  problem  areas. 

The  CMS  strongly  emphasizes  its  priorities  in  its  performance  plans.  Going  into  our 
fourth  year  of  reporting,  the  process  is  already  having  an  effect  on  the  management  of 
our  programs  as  indicated  in  the  reports.  Reporting  over  time  will  reveal  trends,  which 
will  increase  the  usefulness  of  the  GPRA  process  in  the  management  of  CMS 's 
programs. 
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A.6  Developmental  Goals  Timeline 

Some  of  our  goals  are  labeled  "developmental"  goals.  We  include  these  goals  in  our 
plan  to  show  our  commitment  to  certain  priorities  while  acknowledging  the  challenges 
of  developing  a  specific,  measurable  goal. 

Improve  Medicare's  Admmistration  of  the  Beneficiary  Appeal  Process  (MB4-04) 
FY200O 

•  Implement  system  for  collecting  appeals  data  from  Medicare+Choice  Organizations 
(M+CO)  (was  indefinitely  delayed  due  to  additional  burden). 

FY  2001 

•  OPL  published  April  27,  200 1 . 
FY  2002 

•  Issued  OPL  with  reporting  instructions  for  M  i  COs, 

•  Evaluated  CMS's  FFS  appeal  data  needs  and  capabilities, 

FY  2003 

•  Enhance  data  collection  at  the  Independent  Review  Entity  (IRE)  level  for  M+COs. 

Improve  Health  Care  Quality  Across  Medicaid  and  the  State  Children's  Health 
Insurance  Program  (MM A5-04) 

FY  2003 

•  The  CMS  and  States  will  identify  a  strategy  for  improving  health  care  delivery 
and/or  quality  and  specify  the  measures  for  gauging  improvement. 

•  Develop  timeline  for  implementing  the  strategy  identified  by  CMS  and  States. 

•  Develop  data  submission,  methodological,  and  reporting  processes, 

•  2002  data  will  be  collected  from  States  (testing  phase). 

FY  2004 

•  Data  submission,  methodological  processes,  and  reporting  will  be  refined. 

•  Produce  2002  performance  measures  in  standardized  reporting  format  (testing 
phase). 

•  2003  data  (baseline)  will  be  collected  from  States, 
FY  2005 

•  Reporting  of  2002  and  2003  performance  measures  in  standardized  reporting 
format. 

•  2004  data  will  be  collected  from  States. 

•  Implementation  of  the  targeted  quality  improvement  programs  will  commence. 
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FY  2006 

•  Reporting  of 2002  (testing),  2003  (baseline)  and  2004  performance  measures  in 
standardized  reporting  format 

•  Re-measurement  will  occur  with  2005  data. 

•  New  quality  improvement  cycle  begins. 

FY  2007 

Evaluation  and  Final  Report. 

Improve  and  Sustain  Testing  Accuracy  in  Laboratories  Holding  a  CLIA 
Certificate  of  Waiver  (CLIA2-04) 

FY  2003 

•  Developing  educational  materials  and  resources  for  laboratories. 

•  Continue  to  conduct  surveys  of  laboratories  holding  a  certificate  of  waiver  on  a 
nationwide  scale. 

•  Collecting  baseline  data  on  which  to  measure  improvement  and  setting  future 
targets. 

FY  2004 

•  Continue  to  conduct  surveys  of  laboratories  holding  a  certificate  of  waiver  on  a 
nationwide  scale,  including  referral  of  laboratories  to  the  educational  materials  and 
resources  developed  in  FY  2003. 

•  Re-assess  the  need  for  continuation  of  this  project  into  FY  2005  and  beyond. 

•  Assess  the  other  opportunities  available  to  further  ensure  that  laboratories 
performing  waived  tests  can  improve  and  sustain  testing  accuracy. 

Improve  CMS  Oversight  of  Medicare  Fee-For-Service  Contractors  (MO5-04) 

FY  2001 

•  Evaluated  and  further  refined  the  risk  analysis  methodology. 

•  Evaluated,  further  improved  and  continued  to  develop  national  review  protocols. 

•  Developed  a  comprehensive  set  of  clear  and  measurable  contractor  performance 
standards, 

•  Completed  development  of  and  implemented  a  national  CPE  database  to  provide 
management  information  on  the  progress  of  CPE  2001 . 

•  Performing  pre-issuance  quality  assessment  of  review  reports  to  ensure  greater 
consistency. 

•  Started  reviews  in  the  first  quarter  of  FY  200 1 . 

•  Conducted  a  national  Lessons  Learned  Conference  for  over  150  reviewers. 

•  Performed  pre-issuance  quality  assessment  of  review  reports  to  ensure  greater 
consistency. 

•  Completed  and  issued  rewrite  of  CPE  portion  of  the  Regional  Office  Manual. 

•  Issued  eleven  CPExtras  providing  real  time  CPE  operational  policy  guidance. 

•  Implemented  a  contractor  rebuttal  process. 
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•  Began  development  of  a  training  curriculum  for  CPE  reviewers. 

•  Provided  feedback  on  performance  by  business  function  to  Central  Office  program 
managers, 

•  Issued  37  annual  FY  2000  Reports  of  Contractor  Performance  to  the  CEO's  of  each 
corporation  serving  as  a  Medicare  contractor. 

FY  2002 

•  Again  used  FY  2001  CPE  Risk  Assessment  Matrix  to  ensure  any  contractor  not 
previously  selected  in  our  3-year  cyclical  approach  for  on-site  CPE  business 
function  reviews  is  evaluated  by  the  end  of  FY  2003. 

•  Evaluated  national  review  protocols  with  the  goal  of  further  improvement  and 
consistency  in  format  and  terminology. 

•  Developed  plan  and  timeline  for  issuance  to  contractor  executives  of  FY  2002 
Reports  of  Contractor  Performance. 

•  Made  further  enhancements  to  the  CPE  national  database  in  the  fourth  quarter  of 
FY  2002. 

•  Identified  issues  to  raise  and  clarifications  to  make  during  FY  2003  Lessons 
Learned  Conference  by  conducting  reviews  of  FY  2002  work  papers  on  a  limited 
number  of  revi  ews . 

•  Submitted  for  Clearance  to  the  Department  the  Federal  Register  notice  of  Criteria 
and  Standards  for  Evaluating  the  Contractors  in  FY  2003. 

FY  2003 

•  Planning  further  improvements  to  national  review  protocols. 

•  Are  again  selecting  regional  office  managers  to  serve  as  Project  Leaders  for  teams 
evaluating  a  specific  business  function. 

•  Will  conduct  national  Lessons  Learned  Conferences, 

•  Will  conduct  training  of  all  CPE  reviewers  on  each  of  the  protocols,  videotape  the 
training  and  provided  copies  to  each  of  the  regional  offices. 

•  Continue  to  enhance  the  CPE  national  database  as  needed. 

•  Planning  to  keep  a  core  of  RO-CO  review  team  members  together  (where  feasible) 
on  all  reviews  they  conduct. 

•  Planning  to  continue  to  conduct  pre-issuance  quality  assessment  of  review  reports  to 
ensure  greater  consistency. 

•  CPE  requires  close  coordination  with  other  CMS  components  that  are  responsible 
for  the  various  business  functions  handled  by  fee-for-service  contractors.  The 
Office  of  Financial  Management  (OFM)  has  responsibility  for  the  payment 
safeguard  and  financial  business  functions.  OFM  plans  to  contract  in  FY  2003  with 
independent  audit  firms  to  conduct  SAS-70  reviews  of  contractors  in  the  various 
business  functions  for  which  it  has  responsibility.  These  SAS-70s  are  to  be  used  in 
place  of  conducting  CPE  evaluations.  We  will  coordinate  with  OFM  and  determine 
a  means  to  incorporate  those  findings  into  the  overall  performance  picture  we 
supply  to  contractor  executives  sometime  after  the  close  of  the  fiscal  year. 

•  There  will  be  fewer  CPE  reviews  conducted  in  FY  2003  by  CMS  reviewers 
compared  to  FY  2002.  Most  CMS  reviews  will  be  in  business  functions  such  as 
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customer  service,  appeals,  claims  processing,  provider  enrollment  and 
reimbursement  Reviews  of  other  functions  will  be  conducted  by  SAS-70s 

Improve  CMS's  Workforce  Planning  (FAC6-04) 

FY  2000 

•  The  CMS  developed  a  competency  catalogue  of  stalls  and  knowledge  required  to 
accomplish  Agency  functions. 

FY  2001 

•  Using  this  catalogue,  CMS  inventoried  current  employee  competencies. 

•  We  intended  to  determine  baselines  and  targets  for  FY  2002  using  the  inventory 
data.  However,  the  inventory  was  too  cumbersome  to  ask  staff  to  complete  in  the 
same  format  in  the  future.  Instead,  CMS: 

-  Identified  several  specific  gaps  critical  to  meeting  strategic  goals. 

-  Began  actions  to  increase  skills  in  these  areas  -  via  recruitment, 
development,  and/or  redeployment. 

-  Initiated  design  of  a  dynamic,  Intranet-based  system  to  house  workforce 
planning  data. 

FY  2002 

•  The  CMS  built  an  initial  prototype  for  an  Intranet-based  system  to  house  and  track 
workforce  planning  data.  Based  on  the  prototype,  CMS  decided  to  build  a  series  of 
Agency-specific  workforce  planning  modules  linked  to  the  CMS  Human  Resource 
Information  System,  rather  than  a  "stand-alone"  workforce  planning  system. 

•  The  CMS  monitored  and  evaluated  actions  taken  to  increase  targeted  skill  areas. 

•  The  CMS  determined  future  knowledge  and  skill  requirements, 

•  The  CMS  defined  work  roles  and  assigned  each  position  in  the  agency  to  a  primary 
work  role. 

FY  2003 

•  The  CMS  will  test  the  logic  for  a  series  of  automated  workforce  planning  modules. 

•  The  CMS  will  build,  test,  and  populate  automated  workforce  planning  system 
modules, 

•  The  CMS  will  continue  to  monitor  and  evaluate  actions  taken  to  increase  targeted 
skill  areas. 

FY  2004 

•  The  CMS  will  fully  implement  a  series  of  automated  workforce  planning  modules, 
including  updating  data  collected  in  FY  2000  through  2002. 

•  The  CMS  will  determine  baselines  and  targets  for  FY  2005. 
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Implement  CMS  Restructuring  Plan  to  Create  a  More  Citizen-Centered 
Organization  (FAC10-04) 

FY  2003 

•    Pending  additional  Administration  guidance,  further  restmcturing  activities  for 
FY  2004  will  be  targeted. 
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State  Methodologies  and  Reporting  for  the  GPRA  Medicaid  Childhood 
Immunization  Goal  (MMA2-03) 

Due  to  the  various  data  collection  and  reporting  methodologies  used  by  individual  States, 
immunization  coverage  levels  are  not  directly  comparable  across  States.  Each  State  will 
measure  its  own  progress,  using  a  consistent  measurement  methodology. 

The  following  Appendix  summarizes  State-specific  methodologies  and  includes  relevant 
definitions  and  presents  each  State's  baseline  and  three-year  targets  for  increasing 
childhood  immunization  rates. 

Group  I  States 

Although  all  Group  I  States  have  actively  participated,  there  have  been  problems  and 
barriers  that  have  delayed  reporting.  Fifteen  of  the  1 6  Group  I  States  have  reported  their 
first  re-measurement  rate.  California  is  the  only  outstanding  state.  California  lost 
funding  for  the  chart  review  method  of  collecting  the  data  used  for  the  baseline  measure 
and  must  rely  on  HEDIS®  and  National  Immunization  Survey  (NIS)  data  for  its 
reporting.  This  report  will  be  forthcoming  as  soon  as  NIS  results  for  2002  are  released 
from  CDC  at  which  time  California  intends  to  report  its  first  re-measurement 

Twelve  of  16  States  have  reported  the:\  second  re-measurement  rate,  Idaho  experienced 
delays  early  in  the  project  as  a  result  of  their  governor's  initiative.  Kansas  is  delayed  due 
to  problems  in  data  collection  and  staff  turnover  early  in  the  project. 

Group  II  States 

Group  II  States  actively  participated  in  the  project,  but  also  experienced  delays.  All 
Group  II  States  submitted  their  state-specific  methodologies,  baseline  and  three-year 
target  rates. 

Five  of  10  Group  II  States  have  reported  their  first  re-measurement  rate.  Delaware, 
District  of  Columbia  and  Florida  are  expected  to  report  by  the  end  of  2002.  Alaska  has 
had  trouble  getting  the  inforrnation  by  their  timeline  due  to  government  reorganization 
and  moving  of  offices  to  another  city.  New  Hampshire  has  had  some  frustration  in 
obtaining  the  data  according  to  the  methodology  and  has  hired  new  contractors  io  move 
this  project  back  on  schedule. 

Group  III  States 

The  third  and  final  group  of  this  project  have  prepared  their  baseline  methodologies,  but 
have  also  experienced  delays  with  several  States  requesting  extensions.  Seventeen  of 
the  24  Group  III  States  have  reported  their  baselines  and  most  of  those  16  have  also 
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established  targets.  Georgia  asked  for  an  extension  due  to  difficulty  verifying  the  data. 
Illinois  had  some  data  issues  to  resolve  and  plans  to  report  in  early  2003.  Indiana  has  had 
numerous  siafT  turnover  and  has  asked  for  an  extension  to  determine  the  rate.  New 
Mexico  needed  to  change  their  methodology  and  requested  an  extension  of  the  report 
deadline.  Pennsylvania,  New  York,  and  Vermont  ran  into  some  problems  obtaining  a 
final  rate  for  their  baselines.  Texas  determined  the  NIS  to  be  the  source  of  their  rate  and 
must  wait  for  CDC  to  release  the  rates.  All  States  indicated  they  plan  to  be  up  to  date 
in  2003. 
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Definition  of  two-year  old: 

1(a)      States  choosing  to  measure  number  of  two-year  olds  over  a  period  of  time  (ie.  using  State  or 
Federal  fiscal  year,  caleadar  year,  or  a  point  in  time  such  as  January  1). 

1  (b)      States  measuring  by  age  (Le. 24-35  months  of  age,  between  1 9  and  35  months  of  age  or  0  to  24 
months  of  age). 

Medicaid  enrollment; 

2(a)  Twelve  months  enrollment  and  have  no  more  than  30  -  45  days  gap  in  enrollment 

2(b)  Enrolled  for  at  sample  date  selected. 

2(c)  Enrolled  at  least  6  months 

2(d)  Ever  enrolled. 

2(e)  Enrol  led  in  Medicaid  managed  care 

2(f)  Enrolled  at  least  1 0  months  with  no  more  than  45  day  gap  in  enrollment 

Fully  immunized: 

3(a)  4  DTP,  3  OPV,  1  MMR 

3(b)  4  DTP,  3  OPV,  1  MMR,  i  Hib 

3(c)  4  DTP,  3  OPV,  i  2  Hib,  3  HBV;  HEDIS  (2001  &  2000,  Comb  i;  1999,  Comb  2) 

3(d)  4  DTP,  3  OPV,  1  MMR,  2  Hib,  2  HBV;  HEDIS  (1999,  Comb  I ;  199B,  Comb  2) 

3(e)  4  DTP,  3  OPV,  1  MMR,  2  Hib,  3  HBV,  1  VZV;  HEDIS  (200 1  &  2000,  Comb  2;  1 999,  Comb  3) 

3(f)  4  DTP,  3  OPV,  I  MMR,  3  Hib,  3  HBV;  HEDIS  (2032,  Comb  1) 

3(g)  4  DTP,  3  OPV,  1  MMR,  3  Hib,  3  HBV,  1  VZV;  HEDIS  (2002  &  1,  Comb  2) 

3(h)  4  DTP,  3  OPV,  1  MMR,  4  Hib,  3  HBV,  1  VZV  (AC1P  schedule  1998) 

3(f)  4  DTP,  3  OPV,  1  MMR  1  Hib,  2  HBV;  HEDIS  ( 1998,  Comb  i ) 

3<i)  4  DTP,  3  OPV,  1  MMR,  1  Hib,  3  HBV 

3(k)  4  DTP,  3  OPV,  1  MMR,  4  Hib,  3  HBV  (ACIP/AAP  rccommettdadorjs} 

3(1)  4  DTP,  3  OPV,  1  MMR  3  Hib  (NIS) 

3(m)  4  DTP,  3  OPV,  1  MMR,  1  Hib,  3  HBV,  1  VZV 

3<n)  4  DTP,  3  OPV,  1  MMR  2  Hib,  2  HBV,  1  VZV;  HEDIS  (1 998,  Comb  3) 
Data  Sources: 

4(a)  Immunization  registry 

4(b)  Chart  leview 

4(c)  Administrative  data 

4(d)  .  Snrvey 

4(e)  Alaska  Permanent  Fund 
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AAP  American  Academy  of  Pediatrics 

ACIP  Advisory  Cornmittee  on  Irnrmmization  Practices 

CASA  Clinic  Assessment  and  Software  Application 

CY  Calendar  year 

DTP/DTaP  Diptheria,  Tetanus,  Pertussis/  Diptheria,  Tetanus,  acellular  Pertussis 

EQR  External  Quality  Review 

FFS  Fee-For-Service 

GPRA  Government  Petfonrjance  and  Results  Act 

HBV  Hepatitis  B  Vaccine 

HEDIS  Health  Plan  Employer  Data  mfbrmation  Set 

HEDIS  Hybrid    Hybrid  -  Using  the  above  set  along  with  other  available  data  systems 

Hib  Haemophilus  Influenza  type  b 

MCO  Managed  Care  Organization 

MCP  Managed  Care  Program 
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MIS/DSS  Management  Information  System 

MMR  Measles,  Mumps,  Rubella 

OPV/IPV  Oral  Polio  Vaccrne/Intramuscular  Polio  Vaccine 

PCCMP  Primary  Care  Case  Management  Program 
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Tuesday,  March  25,  2003. 


ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

WITNESSES 

WADE  F.  HORN,  Ph.D.,  ASSISTANT  SECRETARY,  ADMINISTRATION  FOR 
CHILDREN  AND  FAMILIES 

KERRY  WEEMS,  ACTING  ASSISTANT  SECRETARY  FOR  BUDGET,  TECH- 
NOLOGY AND  FINANCE,  OFFICE  OF  THE  ASSISTANT  SECRETARY 
FOR  BUDGET,  TECHNOLOGY  AND  FINANCE,  U.S.  DEPARTMENT  OF 
HEALTH  AND  HUMAN  SERVICES 

Mr.  Regula.  Well,  I  think  we  will  get  started  this  morning.  We 
have  two  very  important  hearings,  and  we  are  pleased  to  welcome 
you,  Mr.  Horn.  We  go  back  to  Ohio  days.  I  told  the  Secretary  this 
morning  I  was  going  to  give  him  a  pin  that  says,  "Go  Bucks"  in 
place  of  his  Badger  pin.  He  does  a  great  job,  though,  I  must  say. 
I  like  how  where  he  is  trying  to  take  responsibilities  back  into 
focus  at  the  Department.  It  has  got  to  be  exciting  to  be  there. 

Well,  we  are  happy  to  welcome  all  of  you  to  be  testifying.  And, 
Mr.  Secretary,  you  can  summarize  your  statement.  We  will  put  the 
whole  thing  in  the  record. 

I  will  say  that  Head  Start  is  being  recognized,  I  think,  more  and 
more  that  early  programs  are  vital  for  children,  especially  if  they 
don't  get  any  or  at  least  not  enough  at  home.  And  we  have  had 
some  discussion  as  to  where  Head  Start  should  go  prospectively.  To 
me,  the  important  thing  is  that  these  kids  get  something  more  than 
how  to  play;  that  they  get  some  skills  along  with  the  socialization, 
which  seems  historically  the  role  of  Head  Start  has  been  probably 
in  the  inception  was  socialization;  but  as  the  evidence  becomes 
more  compelling  about  the  value  of  learning  skills  early,  that  there 
has  been  a  movement  in  Head  Start  in  another  direction. 

And  I  see,  Ms.  Hill,  you  run  the  program,  am  I  correct,  day  in 
and  day  out?  And  maybe  we  would  have  some  opportunity  to  just 
visit  about  the  program.  I  think  it  is  a  very  important  program. 
And  when  I  speak  to  teachers'  groups,  I  have  said,  if  I  were  in 
charge  of  the  whole  show,  the  lower  the  grade,  the  more  they  get 
paid,  because  those  early  influences — and  it  goes  back  to  Head 
Start.  Those  early  influences  have  to  have  a  profound  impact. 

One  of  my  missions  as  Chairman  is  to  do  what  we  can  to  reduce 
the  dropout  rate.  I  think  it  is  tragic  when  a  city  like  Cleveland  has 
over  50  percent  of  these  kids  not  finishing  high  school.  But  the 
dropout  rate  starts  at  Head  Start  and  kindergarten  and  first  grade, 
because  if  you  go  through  the  system  and  you  can't  work  within  it, 
you  are  going  to  be  inclined  to  say  the  heck  with  it  and  drop  out. 
And  I  think  the  real  remediation  of  dropout  has  to  start  in  the 
early,  early  years. 

And  when  I  was  an  elementary  principal,  I  used  to,  not  always, 
but  I  had  a  20-room  school,  I  would  substitute  when  I  had  a  teach- 

(1203) 


1204 


er  out.  So  I  have  been  in  every  grade,  and  you  really  get  an  under- 
standing of  the  importance;  and  we  didn't  have  kindergarten,  we 
just  had  first  grade,  but  the  importance  of  those  early  years  in 
shaping  a  child's  outlook  toward  education,  towards  school,  toward 
teachers,  toward  the  whole  process.  And  Head  Start  can  play  a 
very  important  role  in  getting  that  child  to  have  a  positive  attitude 
about  the  education  process. 

But  you  are  here  to  tell  us  how  to  do  it.  You  are  the  expert;  I 
am  just  the  Chairman.  Mr.  Horn,  we  will  welcome  your  testimony. 

Mr.  Horn.  Well,  thank  you,  Mr.  Chairman.  It  is  a  pleasure  to  ap- 
pear before  you  today  to  discuss  the  President's  budget  request  for 
the  Administration  for  Children  and  Families  for  fiscal  year  2004. 
Kerry  Weems,  the  Acting  Assistant  Secretary  for  Budget,  Tech- 
nology and  Finance,  joins  me  at  the  table  this  morning. 

The  fiscal  year  2004  budget  for  ACF  is  $47,000,000,000,  includ- 
ing $33,500,000,000  in  entitlement  funds  and  $13,500,000,000  in 
discretionary  spending.  I  would  like  to  take  this  opportunity  to 
highlight  some  of  the  key  programmatic  initiatives  in  our  request 
to  strengthen  families,  support  Presidential  initiatives,  and  better 
serve  vulnerable  populations. 

Welfare  reform,  as  you  know,  continues  to  be  a  cornerstone  of 
ACF's  budget.  Our  request  for  TANF,  child  care,  and  child  support 
reflects  our  commitment  to  strengthen  and  empower  families. 

First,  our  2004  budget  request  reflects  the  President's  2003  plan 
to  maintain  funding  for  the  tremendously  successful  Temporary  As- 
sistance for  Needy  Families  Program.  The  number  of  dependent 
families  has  been  cut  by  more  than  half  since  the  advent  of  welfare 
reform  in  1996,  and  child  poverty  rates  are  at  historic  lows.  Child 
care  funding  provides  a  crucial  service  for  helping  families  achieve 
self-sufficiency.  Consistent  with  the  administration's  2003  welfare 
reform  proposal,  the  2004  budget  maintains  the  historically  high 
level  of  funding  dedicated  to  this  purpose  in  both  the  Child  Care 
and  Development  Block  Grant  at  $2,100,000,000  and  the  Child 
Care  Entitlement  at  $2,700,000,000. 

We  also  know  that  families  are  empowered  when  children  receive 
the  financial  support  they  are  due.  Consequently,  our  2004  budget 
proposes  additional  child  support  legislation  to  enhance  efforts  to 
increase  child  support  collected  on  behalf  of  children  and  families. 
When  combined  with  opportunities  to  increase  child  support  out- 
lined in  the  President's  2003  budget,  these  proposals  offer  an  im- 
pressive $7,500,000,000  in  additional  child  support  for  families  over 
the  next  10  years,  at  a  net  cost  of  only  $218,000,000  over  the  same 
period. 

In  addition  to  these  priorities  

Mr.  Regula.  Say  that  again?  Provides  a  $7,000,000,000  increase 
did  you  say? 

Mr.  Horn.  If  you  take  our  2004  child  support  proposals  and  com- 
bine them  with  our  2003  child  support  proposals,  over  the  next  10 
years,  if  enacted,  they  will  yield  $7,500,000,000  in  additional  child 
support  collected  and  put  in  the  hands  of  families,  at  a  net  cost  to 
the  government  of  only  $218,000,000. 

Mr.  Regula.  How  do  you  get  the  net  cost  if  we  are  spending 
$7,000,000,000? 
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Mr.  Horn.  No.  That  is  the  child  support  that  is  collected  from 
the  noncustodial  parent. 

Mr.  Regula.  Okay.  From  other  sources,  in  other  words. 

Mr.  Horn.  From  the  noncustodial  parent.  That  is  right. 

In  addition  to  these  priorities,  our  budget  includes  new  initia- 
tives to  strengthen  Head  Start  and  child  welfare  services.  Head 
Start,  as  you  are  well  aware,  has  been  serving  preschoolers  and 
their  families  for  nearly  40  years.  The  Head  Start  budget  request 
for  2004  is  $6.8  billion,  a  $148  million  increase  over  the  enacted 
2003  appropriation.  This  funding,  coupled  with  greater  discre- 
tionary authority  to  allocate  resources  contained  in  our  Head  Start 
reauthorization  proposal,  will  be  used  to  maintain  current  service 
levels,  provide  a  2.2  percent  cost  of  living  adjustment  to  Head  Start 
staff,  and  increase  Head  Start  enrollment  by  over  10,000  children. 

Furthermore,  under  the  President's  proposal,  States  would  be  of- 
fered the  opportunity  to  coordinate  State-administered  preschool 
programs  with  Head  Start  programs  in  exchange  for  meeting  cer- 
tain accountability  requirements.  In  addition,  States  choosing  this 
option  must  describe  how  they  will  maintain  at  least  the  same 
number  of  eligible  Head  Start  children  being  served  under  the 
State  plan  as  are  currently  being  served,  and  continue  to  provide 
the  comprehensive  range  of  services  for  children  supported  by  Head 
Start  funds. 

For  child  welfare,  we  propose  to  strengthen  services  to  vulner- 
able children  and  help  States  develop  a  seamless  system  of  services 
through  an  innovative  child  welfare  financing  option.  Under  this 
alternative,  for  the  current  Title  IV  Foster  Care  Entitlement  Pro- 
gram, States  could  choose  to  administer  their  foster  care  program 
within  a  fixed  allocation  of  funds  over  a  5-year  period.  This  option 
would  give  States  far  greater  flexibility  in  determining  how  to  use 
these  funds  with  regard  to  services  provided  and  populations 
served,  thereby  allowing  States  to  develop  innovative  ways  to  en- 
sure the  safety,  permanence  and  well-being  of  children  in  their 
child  welfare  programs.  If  States  that  elect  to  use  this  option  expe- 
rience emergencies  affecting  their  foster  care  system,  they  may 
apply  under  certain  conditions  for  access  to  additional  funding  from 
the  TANF  contingency  fund. 

ACF's  total  2004  request  for  foster  care,  adoption  assistance  and 
independent  living  programs  is  $6,800,000,000.  Additionally,  we  re- 
quest $505,000,000  in  funding  for  the  Safe  and  Stable  Families 
Program,  a  $100,600,000  increase  over  the  2003  enacted  level. 

In  addition  to  these  major  legislative  initiatives,  the  President  is 
committed  to  providing  sufficient  discretionary  funds  to  adequately 
support  his  key  priorities,  including  $100,000,000  for  the  Compas- 
sion Capital  Fund,  a  $65,000,000  increase  over  the  enacted  2003 
level;  $50,000,000  for  the  Mentoring  Children  of  Prisoners  Pro- 

fram,  a  $40,000,000  increase  over  the  2003  appropriation; 
60,000,000  for  independent  living  training  vouchers,  $18,000,000 
over  the  2003  enacted  level;  $20,000,000  for  a  new  program  dedi- 
cated to  the  promotion  of  responsible  fatherhood  and  healthy  mar- 
riages; and  $10,000,000  for  maternity  group  homes,  to  provide 
young  pregnant  and  parenting  women  with  coordinated  social  serv- 
ices and  transitional  living  arrangements  through  faith-based  and 
community-based  organizations. 
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The  2004  request  for  Federal  administration  is  $181,000,000,  an 
increase  of  $7,700,000  over  the  2003  enacted  level.  This  funding 
level  will  support  a  workforce  of  1,476  FTEs,  40  FTEs  below  the 
2003  enacted  level,  while  directing  funds  to  support  child  welfare 
monitoring  efforts  through  the  use  of  contract  support.  It  also  will 
focus  on  identifying  and  reducing  erroneous  payments,  and  assist- 
ing in  the  development  of  the  Department's  Unified  Financial  Man- 
agement System  and  HHS  Information  Technology  Enterprise  In- 
frastructure. 

In  conclusion,  the  proposed  ACF  budget  for  2004  provides  a  bal- 
anced response  to  our  efforts  to  empower  families,  support  key 
Presidential  priorities,  and  protect  our  Nation's  most  vulnerable 
populations.  We  look  forward  to  working  with  this  Committee  and 
Congress  in  achieving  these  goals.  Thank  you,  Mr.  Chairman.  I 
would  be  happy  to  answer  any  questions  you  might  have. 

[The  information  follows:] 
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Mr.  Chairman  and  members  of  the  subcommittee,  I  am  honored  to  appear  before 
you  today  to  discuss  the  President's  budget  request  for  the  Administration  for  Children 
and  Families  (ACF)  for  FY  2004.    William  Beldon,  the  Acting  Deputy  Assistant 
Secretary  Budget,  joins  me  at  the  table. 

The  FY  2004  budget  for  ACF  is  $47.0  billion,  a  net  decrease  of  $539  million,  or 
1.1  percent,  from  the  FY  2003  enacted  level.  Our  request  includes  $33.5  billion  in 
entitlement  funds  ($887  million  below  the  FY  2003  budget)  and  $13.5  billion  in 
discretionary  spending,  a  net  increase  of  $345  million,  or  2.6  percent,  over  the  FY  2003 
budget.  In  addition  to  seeking  continued  funding  for  a  wide  range  of  programs  serving 
some  of  the  nation's  most  vulnerable  populations,  the  ACF  budget  targets  more  resources 
to  empower  America's  families,  provides  States  with  increased  flexibility  in  a  number  of 
programs  so  that  they  can  better  serve  vulnerable  children  and  families,  and  supports  key 
Presidential  priority  initiatives.  Our  budget  for  FY  2004  also  reinforces  our  commitment 
to  the  participation  of  faith  and  community-based  organizations  in  ACF's  programs,  and 
it  continues  to  focus  on  the  President's  management  agenda.  I  would  like  to  turn  to  some 
of  the  key  programmatic  initiatives  in  our  request  to  demonstrate  how  these  goals  will  be 
met. 

Empowering  Families 

The  Temporary  Assistance  for  Needy  Families  (TANF)  program  continues  to  be  a 
cornerstone  of  ACF's  budget.  Our  FY  2004  budget  request  reflects  the  President's  FY 
2003  plan  to  maintain  funding  for  this  critical  program  through  reauthorization.  Welfare 
reform  has  been  a  tremendous  success.  Since  TANF  was  created  in  1996  the  number  of 
dependent  families  has  been  cut  by  more  than  half.  Child  poverty  rates  are  at  or  near 
historic  lows.  The  success  of  the  first  phase  of  welfare  reform  efforts  provides  an 
impetus  to  move  to  the  next  phase.  We  appreciate  the  quick  action  by  members  of  the 
House  to  pass  H.R.  4  in  so  early  in  this  session  of  Congress. 

Families  are  empowered  when  children  receive  the  financial  support  they  are  due. 
Our  FY  2004  budget,  therefore,  proposes  additional  child  support  legislation  to  enhance 
and  expand  the  existing  automated  enforcement  infrastructure  at  the  Federal  and  State 
level  and  increase  support  collected  on  behalf  of  children  and  families.  When  combined 
with  the  opportunities  to  increase  child  support  outlined  in  the  President's  FY  2003 
budget  (expanded  passport  denial,  offset  of  certain  Social  Security  benefits,  optional  pass 
through  of  child  support  to  families  on  TANF,  among  others),  these  proposals  offer  an 
impressive  $7.5  billion  in  increased  child  support  payments  to  families  over  10  years. 
Once  again,  we  appreciate  the  House  action  to  include  these  key  FY  2003  child  support 
proposals  in  H.R.  4. 

Child  care  funding  provides  a  crucial  service  for  helping  families  achieve  self- 
sufficiency  through  work.  Consistent  with  the  Administration's  FY  2003  welfare  reform 
proposal,  the  budget  maintains  the  historically  high  level  of  funding  dedicated  to  this 
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purpose  in  both  the  Child  Care  and  Development  Block  Grant,  at  $2. 1  billion,  and  the 
Child  Care  Entitlement,  at  $2.7  billion.  States  also  would  continue  to  have  flexibility  to 
provide  child  care  services  using  TANF  funds  and  Social  Services  Block  Grant  funds.  In 
addition,  under  our  welfare  reform  proposal  States  would  have  the  ability  to  use 
unobligated  TANF  balances  (approximately  $2.7  billion  at  the  end  of  FY  2002)  on 
services  such  as  child  care. 

Head  Start  has  been  serving  preschoolers  and  their  families  for  nearly  40  years. 
The  Head  Start  budget  request  for  FY  2004  is  $6.8  billion,  a  $148  million  increase  over 
the  enacted  FY  2003  appropriation.  This  funding,  coupled  with  greater  discretionary 
authority  to  allocate  resources  contained  in  our  Head  Start  reauthorization  proposal,  will 
be  used  to  maintain  current  service  levels,  provide  a  2.2%  cost  of  living  adjustment  to 
Head  Start  staff,  and  increase  Head  Start  enrollment  by  approximately  10,500  children. 
Furthermore,  under  the  President's  proposal,  States  will  be  offered  the  opportunity  to 
coordinate  state-administered  preschool  programs  with  Head  Start  programs  in  exchange 
for  meeting  certain  accountability  requirements. 

States  wishing  to  participate  must  submit  a  State  plan  for  approval  to  the 
Secretary  of  Health  and  Human  Services  and  the  Secretary  of  Education.  In  these  plans, 
States  choosing  this  option  must  address  how  they  will  work  with  the  public  school 
systems  to  develop  goals  for  all  preschool  programs  in  the  State;  identify  guidelines  that 
programs  can  use  to  achieve  these  goals;  devise  an  accountability  system  to  determine 
whether  children  are  achieving  the  goals;  provide  professional  development  for  preschool 
teachers  and  administrators;  and  help  parents  provide  support  for  children  to  succeed  in 
kindergarten.  In  addition,  States  must  describe  how  they  will  maintain  at  least  the  same 
number  of  Head  Start  eligible  children  being  served  under  the  State  plan  as  are  currently 
being  served,  and  continue  to  provide  the  comprehensive  range  of  services  for  children 
supported  by  Head  Start  funds. 

For  child  welfare,  ACF  proposes  to  strengthen  services  to  vulnerable  children  and 
help  States  develop  a  seamless  system  of  services  through  an  innovative  child  welfare 
financing  option.  Under  this  alternative  to  the  current  title  IV -E  foster  care  entitlement 
program,  States  could  choose  to  administer  their  foster  care  program  (foster  care 
maintenance  payments  program  and  the  associated  administrative  costs)  within  a  fixed 
allocation  of  funds  over  a  five-year  period.  This  option  would  give  States  far  greater 
flexibility  in  determining  how  best  to  use  these  funds  with  regard  to  services  provided 
and  populations  served.  The  flexible  funding  will  allow  States  to  develop  innovative 
ways  to  ensure  the  safety,  permanency  and  well-being  of  children,  tailored  to  meet  the 
needs  of  their  child  welfare  programs.  If  States  that  elect  to  use  the  option  experience 
emergencies  affecting  their  foster  care  system  they  may  apply,  under  certain  conditions, 
for  access  to  additional  funding  from  the  TANF  Contingency  Fund. 

ACF's  total  FY  2004  request  for  the  Foster  Care,  Adoption  Assistance  and 
Independent  Living  programs  is  $6.8  billion.  This  request  includes  nearly  $5  billion  to 
support  the  Foster  Care  Program  and  includes  the  child  welfare  financing  option  I  have 
described.  The  budget  also  includes  $1.7  billion  for  the  Adoption  Assistance  program,  as 
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well  as  $140  million  for  the  Independent  Living  Program.  Additionally,  we  request  $505 
million  in  funding  for  the  Safe  and  Stable  Families  Program,  a  $100.6  million  increase 
over  the  FY  2003  enacted  level. 

Finally,  community  services  can  provide  an  important  empowerment  tool  for 
families;  however,  we  must  work  to  ensure  that  Federal  funds  are  being  spent  as 
effectively  as  possible.  Our  request  for  FY  2004  includes  $495  million  for  the 
Community  Services  Block  Grant  (CSBG),  a  $151  million  reduction  from  FY  2003, 
$32.4  million  for  Community  Services  Discretionary  Activities,  or  $3 1  million  less  than 
in  FY  2003,  and  $25  million  for  Individual  Development  Accounts,  the  same  as  in  FY 
2003.  The  reduction  in  CSBG  funds  indicates  a  lack  of  strong  performance  data  for  the 
program.  Our  reauthorization  proposal  includes  provisions  that  would  strengthen 
program  accountability  in  CSBG.  We  also  propose  to  streamline  services  by  eliminating 
the  Community  Food  and  Nutrition  Program,  the  Rural  Community  Facilities  Program, 
and  National  Youth  Sports  -  all  of  which  duplicate  programs  funded  by  other  departments 
or  CSBG. 

Presidential  Priority  Initiatives 

The  President  is  committed  to  providing  sufficient  discretionary  funds  to 
adequately  support  his  key  priority  initiatives.  This  budget  request  reflects  this 
commitment  in  the  following  areas. 

The  President  has  been  a  leader  in  recognizing  the  important  role  that  faith-based 
and  community-based  organizations  play  in  delivering  services  to  the  public.  Our  FY 
2004  budget  seeks  $100  million  for  the  Compassion  Capital  Fund,  $65  million  more  than 
enacted  for  FY  2003.  The  fund  will  continue  to  be  used  for  grants  to  intermediary 
organizations  to  build  the  capacity  of  faith-based  and  community-based  organizations  to 
expand  their  services  to  the  poor  and  vulnerable. 

The  arrest  and  incarceration  of  a  parent  often  has  negative  consequences  for 
children.  For  FY  2004,  we  are  proposing  to  increase  the  funding  of  the  recently 
authorized  Mentoring  Children  of  Prisoners  program  from  the  $9.9  million  enacted  in  FY 
2003  to  $50  million  in  FY  2004.  These  funds  would  be  used  to  establish  or  expand 
competitive  grants  to  governmental  and  non-governmental  entities  for  projects  to  mentor 
children  of  incarcerated  parents  and  parents  recently  released  from  prison. 

The  importance  of  an  involved,  committed  and  responsible  father  in  a  child's  life 
cannot  be  overestimated,  so  as  proposed  in  FY  2003,  our  request  for  FY  2004  includes 
$20  million  for  the  promotion  of  responsible  fatherhood  and  healthy  marriages.  This 
initiative  complements  the  family  formation  activities  proposed  for  TANF  by  providing 
for  the  promotion  and  support  of  involved,  committed,  and  responsible  fatherhood  and 
encouraging  the  formation  and  stability  of  healthy  marriages. 

To  provide  youth  with  an  additional  resource  to  prepare  for  independent  living, 
increasing  the  prospect  that  they  will  be  able  to  secure  work  and  become  contributing 
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members  of  society,  our  budget  includes  $60  million  for  Independent  Living  Training 
Vouchers  -  $18  million  over  the  FY  2003  enacted  level. 

For  FY  2004,  we  again  are  requesting  $10  million  for  Maternity  Group  Homes. 
These  new  funds  would  provide  young  pregnant  and  parenting  women  with  access  to 
faith-based  and  community-based  maternity  group  homes  through  the  use  of  targeted 
grants  to  organizations,  where  a  range  of  services  such  as  child  care,  education,  job 
training,  counseling,  access  to  transitional  living  opportunities,  and  parenting  education 
can  be  provided. 

Serving  Special  Populations 

Our  FY  2004  budget  supports  helping  those  who  are  in  especially  vulnerable 
circumstances.  First,  we  are  seeking  $2  billion  for  the  Low  Income  Home  Energy 
Assistance  Program  (LIHEAP),  a  $200  million  increase  over  the  FY  2003  enacted  level. 
This  request  includes  $1 .7  billion  for  formula  block  grants  to  States  and  $300  million  for 
contingency  funding,  in  recognition  of  the  increasing  demands  for  LIHEAP  assistance  in 
order  to  help  low-income  households  with  their  heating  or  cooling  needs. 

In  addition  to  requesting  $428  million  in  FY  2004  for  programs  serving  refugees, 
asylees,  Cubans/Haitians,  and  victims  of  torture  and  trafficking,  our  budget  provides 
additional  funding  for  the  care  and  safety  of  unaccompanied  alien  children.  The 
Homeland  Security  Act  transferred  responsibility  for  these  children  from  the  Immigration 
and  Naturalization  Service  to  ACF's  Office  of  Refugee  Resettlement  (ORR)  in  2003. 
With  a  budget  request  of  $34  million,  ORR  is  expected  to  serve  more  than  5,000 
unaccompanied  alien  children. 

The  President's  Management  Reform  Agenda 

The  FY  2004  request  for  Federal  Administration  is  $  1 8 1  million — an  increase  of 
$7.7  million  over  the  FY  2003  enacted  level;  this  funding  level  will  support  a  workforce 
of  1,476  FTEs — 40  FTEs  below  the  FY  2003  enacted  level.  Additional  funds  are 
included  in  this  request  to  support  child  welfare  monitoring  efforts  through  the  use  of 
contract  support,  a  stronger  focus  on  identifying  and  reducing  erroneous  payments,  and 
development  of  the  Department's  Unified  Financial  Management  System  and  HHS 
Information  Technology  Enterprise  Infrastructure. 

Conclusion 

In  conclusion,  I  would  like  to  emphasize  that  the  proposed  ACF  budget  for  FY 
2004  provides  a  balanced  response  to  our  efforts  to  empower  families,  support  key 
Presidential  priorities,  and  protect  our  nation's  most  vulnerable  populations.  We  look 
forward  to  working  with  the  Congress  on  achieving  these  goals.  Thank  you,  Mr. 
Chairman.  I  will  be  happy  to  answer  any  questions. 
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Dr.  Wade  F.  Horn 
Assistant  Secretary  for  Children  and  Families 


Wade  F.  Horn,  Ph.D.  was  named  the  Assistant  Secretary  for  Children  and  Families  in  the 
Administration  for  Children  and  Families,  U.S.  Department  of  Health  and  Human 
Services,  on  July  30,  2001.  The  Administration  for  Children  and  Families  is  responsible 
for  programs  that  promote  the  social  and  economic  well-being  of  families.  ACF's 
programs  include  Temporary  Assistance  to  Needy  Families,  foster  care,  adoption 
assistance,  family  preservation  and  support,  Head  Start,  child  care,  child  support 
enforcement,  runaway  and  homeless  youth,  low  income  home  energy  assistance, 
community  services,  refugee  resettlement,  mental  retardation  and  developmental 
disabilities. 

Prior  to  this  appointment,  Dr.  Horn  was  President  of  the  National  Fatherhood  Initiative, 
whose  mission  is  to  improve  the  well-being  of  children  by  increasing  the  number  of 
children  growing  up  with  involved,  committed  and  responsible  fathers  in  their  lives. 

From  1989-1993,  Dr.  Horn  was  the  Commissioner  for  Children,  Youth  and  Families  and 
Chief  of  the  Children's  Bureau  in  the  Administration  on  Children,  Youth  and  Families. 
He  also  served  as  a  Presidential  appointee  to  the  National  Commission  on  Children  from 
1990-1993,  was  a  member  of  the  National  Commission  on  Childhood  Disability  from 
1994-1995,  and  the  U.S.  Advisory  Board  on  Welfare  Indicators  from  1996-1997.  Prior  to 
these  appointments,  Dr.  Horn  was  the  Director  of  Outpatient  Psychological  Services  at 
the  Children's  Hospital  National  Medical  Center  in  Washington,  D.C.,  and  an  Associate 
Professor  of  Psychiatry  and  Behavioral  Sciences  at  George  Washington  University.  From 
1993  to  2001,  Dr.  Horn  was  also  an  adjunct  faculty  member  at  Georgetown  University's 
Public  Policy  Institute,  and  an  affiliate  scholar  with  the  Hudson  Institute. 

Dr.  Horn  is  the  author  of  numerous  articles  on  children  and  family  issues,  including  a 
weekly  newspaper  column  entitled  Fatherly  Advice,  and  is  the  co-author  of  several  books 
including  The  Better  Homes  and  Gardens  New  Father  Book  (Meredith  Books,  1998)  and 
The  Better  Homes  and  Gardens  New  Teen  Book  (Meredith  Books,  1999.)  He  is  also  the 
lead  editor  of  The  Fatherhood  Movement:  A  Call  to  Action  (Lexington  Books,  1998.) 
Dr.  Horn  is  frequently  featured  on  television  and  radio  as  a  child  development  expert  and 
commentator.  He  has  appeared  on  NBC's  Today  Show,  Good  Morning  America,  CBS 
This  Morning,  McNeil-Lehrer  News  Hour,  20/20, 48  Hours,  ABC  World  News  Tonight, 
CNN,  NBC  Nightly  News,  CNBC,  Fox  News  Channel,  CNN  and.  MS-NBC. 

Dr.  Horn  received  his  Ph.D.  in  clinical  child  psychology  from  Southern  Illinois 
University  in  1981 .  He  lives  in  Gaithersburg,  Maryland,  with  his  wife  and  two  daughters. 
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Department  of  Health  and  Human  Services 
Office  of  Budget 

William  R.  Beldon 

Mr.  Beldon  is  currently  serving  as  Acting  Deputy  Assistant  Secretary  for  Budget,  HHS. 
He  has  been  a  Division  Director  in  the  Budget  Office  for  16  years,  most  recently  as 
Director  of  the  Division  of  Discretionary  Programs.  Mr.  Beldon  started  in  Federal 
service  as  an  auditor  in  the  Health,  Education  and  Welfare  Financial  Management  Intern 
program.  Over  the  course  of  30  years  in  the  Budget  Office.  Mr.  Beldon  has  held  Program 
Analyst,  Branch  Chief  and  Division  Director  positions.  Mr.  Beldon  received  a 
Bachelor's  Degree  in  History  and  Political  Science  from  Marshall  University  and 
attended  the  University  of  Pittsburgh  where  he  studied  Public  Administration.  He  resides 
in  Fort  Washington.  Maryland. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
OFFICE  OF  MANAGEMENT  AND  BUDGET 
BIOGRAPHICAL  SKETCH 


NAME :  Kerry  N .  Weems 

POSITION:  Deputy  Assistant  Secretary  for  Budget 

BIRTHPLACE:       Portales,  New  Mexico 
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UNAUTHORIZED  PROGRAMS 

Mr.  Regula.  Thank  you.  I  note  a  number  of  the  programs  you 
described  are  not  yet  authorized.  Am  I  correct  that  you  have  money 
in  the  budget,  but  it  is  not  an  authorized  program? 

Mr.  Horn.  The  one  that  needs  authorization  is  the  program  for 
responsible  fatherhood  and  healthy  marriages;  however,  it  was  con- 
tained within  H.R.  4  which  passed  the  House,  but  still  it  awaits  ac- 
tion in  the  Senate. 

HEAD  START  PROGRAM  DESIGN 

Mr.  Regula.  I  noted  that  an  article  in  the  Post  recently,  that 
Montgomery  County  has  proposed  to  abandon  the  traditional  Head 
Start  program.  I  found  that  an  interesting  development.  Why?  And 
what  is  the  substitute? 

Mr.  Horn.  Well,  I  am  not  familiar  with  all  of  the  details  with 
what  happened  in  Montgomery  County.  My  understanding  is  that 
Montgomery  County  and  the  State  have  traditionally  put  a  lot  of 
money  into  the  Head  Start  program  directly  in  order  to  expand  the 
enrollment  in  Head  Start.  What  they  are  interested  in  doing  is  en- 
tertaining an  alternative  in  which  they  would,  rather  than  provide 
the  money  directly  to  the  Head  Start  program,  set  up  a  preschool 
program  for  low-income  children  in  Montgomery  County  that  would 
operate  under  a  little  bit  different  rules  than  Head  Start  does  with, 
in  their  mind,  a  stronger  focus  on  education  in  the  preschool  years. 

It  is  precisely  because  of  situations  like  that  that  the  President 
has  proposed  a  new  option  to  allow  States  the  ability  to  submit  a 
plan  to  the  Secretaries  of  HHS  and  Education  in  which  they  would 
indicate  how  they  would  better  coordinate  Head  Start  with  State- 
administered  preschool  programs  and,  at  their  option,  child  care. 

Mr.  Regula.  So  his  plan  would  be  to  give  the  States  the  option 
of  staying  in  the  present  range  or  going  into  the  education  pro- 
gram. 

Mr.  Horn.  That  is  right.  And  there  is  a  lot  of  confusion  about 
that,  at  least  if  you  take  from  the  media  accounts  what  the  Presi- 
dent's proposal  contains.  The  President  is  not  proposing  to  block 
grant  the  Head  Start  program.  Rather,  what  the  President  is  inter- 
ested in  doing  is  providing  States  with  the  option  of  submitting  a 
plan  to  the  Secretaries  of  Education  and  HHS.  In  that  plan  they 
would  have  to  indicate  how  they  would  better  coordinate  State-ad- 
ministered preschool  programs  in  Head  Start  and,  at  their  option, 
child  care.  There  are  certain  conditions  that  they  would  have  to 
meet  in  that  plan.  They  would  have  to  assure  that  they  would  con- 
tinue to  spend  as  much  State  dollars  as  they  are  currently  spend- 
ing on  State  preschool  programs  or  contributing  to  Head  Start. 
They  would  have  to  demonstrate  they  would  continue  to  serve  at 
least  as  many  kids  that  are  currently  being  served.  They  would 
have  to  submit  a  plan  for  professional  development  across  both  the 
State  preschool  programs  and  Head  Start,  and  they  would  have  to 
give  assurances  they  would  continue  to  provide  comprehensive 
services  to  children  who  continue  to  be  funded  with  Head  Start 
funds. 
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So  it  is  not  a  block  grant  proposal,  but  it  is  an  innovative  way 
for  a  Governor  to  start  to  coordinate  State-administered  preschool 
programs  with  Head  Start. 

Mr.  Regula.  Do  you  think  that  reflects  a  desire  to  make  the  pro- 
gram have  a  little  more  significant  education  component  as  op- 
posed to  a  custodial? 

Mr.  Horn.  The  President,  simultaneous  with  this  option,  is  also 
aggressively  pursuing  an  initiative  to  strengthen  the  education 
component  in  Head  Start.  So,  for  example,  we  held  a  summer 
teacher  training  session  last  year  in  which  we  trained  over  3,000 
Head  Start  teachers  in  the  latest  knowledge  about  how  children  de- 
velop early  literacy  skills.  We  also  did  some  follow-up  training  with 
a  group  of  those  teachers  so  that  we  can  also  train  them  to  become 
trainers  themselves  so  they  can  go  back  to  their  local  Head  Start 
programs  and  teach  the  rest  of  the  teachers  in  those  programs  this 
new  knowledge  base  that  we  have.  Further,  we  are  in  the  develop- 
ment phase  of  a  new  national  reporting  system  that  would  assess 
the  degree  to  which  children  are  actually  progressing  in  the  devel- 
opment of  early  literacy  skills. 

So  that  initiative  is  ongoing  at  the  same  time  that  the  President 
is  proposing  the  State  option.  So,  the  State  option  is  not  all  of  what 
the  President  is  proposing  to  do  to  strengthen  the  education  compo- 
nent within  Head  Start. 

HEAD  START  TEACHERS 

Mr.  Regula.  How  about  the  people  that  are  conducting  the  pro- 
grams, the  so-called  teachers?  Are  you  seeking  a  different  set  of 
skills  on  the  part  of  the  individuals  you  are  putting  into  these 
classrooms? 

Mr.  Horn.  Well,  as  I  know  you  are  aware,  Congress  required 
that  Head  Start  by,  I  believe,  2004  have  at  least  50  percent  of  their 
teachers  with  an  associate's  degree  or  higher  in  an  area  relevant 
to  early  childhood  education.  I  am  very  pleased  to  report  that  we 
have  actually  met  that  prior  to  the  2004  deadline,  and  we  are  now 
above  that  50  percent  mark.  So,  the  President  feels  strongly  that 
it  is  important  to  have  qualified  teachers  in  Head  Start,  and  we  are 
working  diligently  to  expand  the  number  of  teachers  in  Head  Start 
that  have  a  relevant  degree. 

Mr.  Regula.  Does  the  evidence  show  that  these  programs — and 
I  presume  it  varies  from  place  to  place — that  these  programs  do 
allow  these  students,  children  to  start  on  a  fairly  equal  basis  with 
those  that  are  not  a  part  of  the  Head  Start  program?  That  is  the 
goal  at  least. 

Mr.  Horn.  It  certainly  is  the  goal,  to  bring  economically  dis- 
advantaged children  up  to  the  same  level  as  their  more  economi- 
cally advantaged  peers  when  they  enter  the  public  school  system. 

I  think  the  most  objective  read  of  the  literature  relating  to  the 
effectiveness  of  Head  Start  would  suggest  that  in  a  number  of 
areas,  not  all,  but  in  a  number  of  areas,  children  who  experience 
Head  Start  do  make  gains  relevant  to  their  economically  disadvan- 
taged peers  who  do  not  get  Head  Start  or  a  State  preschool  experi- 
ence, but  they  still  lag  behind  in  many  areas  quite  significantly 
compared  to  their  more  economically  advantaged  peers.  So  it  ap- 
pears that  we  have  helped  children  through  Head  Start,  but  we 
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have  not  yet  been  successful  in  getting  to  the  point  where  we  can 
say  economically  disadvantaged  children  who  get  Head  Start  are 
starting  kindergarten  at  the  same  level  as  their  more  economically 
advantaged  peers. 

RIPPLE  EFFECT  OF  HEAD  START 

Mr.  Regula.  Does  the  evidence  indicate  that  having  a  child  in 
Head  Start  has  a  ripple  effect  with  the  parents  and  with  the  sib- 
lings of  that  child?  Is  there  some  spillover? 

Mr.  Horn.  There  does  seem  to  be  some  evidence  that  there  are 
improvements  made  in  terms  of  the  parents.  We  know,  for  exam- 
ple, that  there  is  some  improvement  in  terms  of  the  frequency  with 
which  parents  read  to  their  children  at  their  home  as  a  con- 
sequence of  enrollment  in  Head  Start.  We  know  that  there  is  some 
decrease  in  the  frequency  with  which  parents  use  spanking  as  a 
disciplinary  measure  as  a  consequence  of  enrollment  in  Head  Start. 
And  there  is  some  evidence  to  suggest  that  parents  who  are  ac- 
tively involved  in  Head  Start,  particularly  with  the  social  services 
component,  particularly  those  who  enroll  in  other  kinds  of  services 
such  as  welfare-to-work  programs  and  so  forth,  do  make  some  eco- 
nomic gains.  I  am  not  aware  of  evidence  about  the  effect  it  has  of 
a  spillover  to  siblings,  however. 

Mr.  Regula.  Mr.  Simpson. 

CHILD  SUPPORT  ENFORCEMENT  PROPOSALS,  2003 

Mr.  Simpson.  Thank  you,  Mr.  Chairman. 

And,  Dr.  Horn,  I  appreciate  your  being  here  this  morning.  I  am 
sorry  I  was  late  and  didn't  get  your  full  testimony,  but  I  will  read 
it  all. 

One  of  the  issues  that  I  probably  have  come  to  my  office  more 
than  any  other  is  that  of  child  support  and  the  enforcement  of  that, 
particularly  when  parents  live  in  different  States.  And  it  seems  like 
we  have  a  very  difficult  time  getting  one  State  to  enforce  the  child 
enforcement  or  child  support  agreements  of  another  State.  I  noticed 
in  here  that  you  said  the  legislation  will  be  proposed  under  the 
Child  Support  Enforcement  Program  to  enhance  and  expand  the 
existing  automated  and  enforcement  infrastructure  at  the  Federal 
and  State  level. 

What  is  the  Federal  Government's  role,  and  what  legislation  are 
you  going  to  propose,  and  how  is  that  going  to  allow  for  enhanced 
enforcement  of  child  support? 

Mr.  Horn.  We  have  a  number  of  proposals  contained  within  our 
2003  budget  request  and  now  also  additional  ones  in  our  2004 
budget  request.  Let  me  give  you  some  examples. 

First  of  all,  the  2003  budget  requests  have  not  yet  been  enacted, 
so  they  are  still  proposals  at  this  point.  We  are  suggesting,  for  ex- 
ample, that  we  provide  some  financial  incentive  to  States  so  that 
they  are  more  willing  to  pass  through,  while  the  family  is  still  on 
cash  welfare,  child  support  that  is  collected  on  behalf  of  the  child, 
directly  to  the  family,  as  opposed  to  using  it  as  a  cost  recoupment 
strategy  for  the  costs  of  welfare.  Our  proposal  specifically  says  we 
will  provide  States  with  financial  incentives  for  passing  through  up 
to  $100  a  month  of  child  support  that  is  collected  on  behalf  of  a 
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child  where  the  family  is  on  cash  TANF  and/or  $50  above  their  cur- 
rent pass-through  amount,  whichever  is  the  greater. 

We  also  proposed  in  our  2003  budget  a  simplified  distribution 
procedure  in  which  once  a  family  has  left  cash  welfare,  all  of  the 
child  support  that  is  collected  on  behalf  of  that  child,  including  ar- 
rearages, is  passed  directly  on  through  to  the  child.  And  those  two 
alone  will  enhance  the  amount  of  money  that  families  are  receiving 
in  terms  of  child  support,  because  those  amounts  would  no  longer 
be  used  as  a  cost  recoupment  strategy. 

We  also  in  the  2003  budget  request  would  reduce  the  threshold 
for  passport  denials  from  $5,000  to  $2,500.  Passport  denials  have 
been  a  very  effective  strategy  for  recouping  additional  child  support 
payments.  We  also  suggest  that,  every  3  years  the  family  is  on  cash 
TANF,  there  ought  to  be  a  review  of  the  child  support  award.  We 
think  that  will  help  to  enhance  child  support  collections,  since  peo- 
ple's incomes  tend  to  grow  over  time,  and  adjustments  can  be  made 
if  we  have  a  systemic  procedure  for  reviewing  them. 

CHILD  SUPPORT  ENFORCEMENT  PROPOSALS,  2004 

I  will  give  you  some  examples  of  our  proposals  in  the  current 
2004  budget.  One  is  precisely  to  your  point  about  situations  where 
the  custodial  parent  may  have  assets  in  one  State,  but  the  child  re- 
sides in  a  different  State.  These  come  into  play  when  we  have 
multistate  financial  institutions,  you  know,  banks  that  have 
branches  in  various  States.  Some  States  will  not  go  after  the  assets 
of  a  noncustodial  parent  if  those  assets  are  in  a  multistate  financial 
institution  and  are  in  a  different  State  than  the  child  resides.  So, 
if  the  child  resides  in  Virginia,  and  the  noncustodial  parent's  assets 
are  in  Washington,  D.C.,  Virginia  does  not  go  after  those  assets  in 
Washington,  D.C. 

We  would  suggest  that  the  Secretary  ought  to  have  the  authority 
to  be  able  to  go  after  those  assets  to  assist  the  State  in  collecting 
them,  and  then  saying  to  the  States,  these  are  for  distribution  to 
the  family. 

We  also  have  a  proposal  that  would  intercept  gaming  winnings 
after  a  certain  threshold  is  crossed,  that  threshold  basically  being 
the  threshold  where  someone  with  gambling  winnings  would  have 
to  fill  out  an  IRS  form  indicating  how  much  that  they  won.  We 
would  set  up  a  secure  Website  where,  if  someone  had  hit  that 
threshold,  the  gaming  institution  would  then  have  to  check  that 
Website  to  see  whether  they  owed  back  child  support,  and,  if  so, 
that  money  would  be  sent  to  the  Federal  Government.  We  would 
put  it  in  a  child  support  lockbox  and  then  distribute  it  to  the  State 
for  distribution  back  to  the  family. 

We  think  that  would  do  two  things.  One,  it  would  collect  addi- 
tional child  support  from  those  people  who  have  gaming  winnings, 
but  we  also  think  it  may  provide  a  disincentive  for  someone  who 
owes  child  support  from  going  and  gambling  away  their  resources 
in  the  first  place,  instead  of  fulfilling  their  child  support  obligations 
to  their  children. 

So  there  is  a  big  package  that  we  have.  All  told  it  would  bring 
in  over  10  years  $7,500,000,000  in  additional  child  support  money 
directly  to  families,  to  children  who  are  owed  that  support,  at  a  net 
cost  to  the  Federal  Government  of  only  $218,000,000.  So  we  are 


very  excited  about  this  package  of  proposals,  and  we  look  forward 
to  working  with  you  in  enacting  them. 

Mr.  Simpson.  Has  that  package  been  proposed  yet?  Have  you 
bought  that  up  yet? 

Mr.  Horn.  It  has  been  proposed  as  part  of  our  budget  request, 
but  we  have  not  submitted  legislative  language.  We  would  be  very 
pleased  to  work  with  the  committee  in  doing  so. 

Mr.  Simpson.  Thank  you.  I  appreciate  that.  I  look  forward  to 
working  with  you  on  that.  As  I  said,  it  is  one  of  the  biggest  issues 
that  I  have  to  deal  with  from  constituent  concerns  in  the  district. 
And  it  gets  difficult  when  you  have  multistate  jurisdiction  and 
what  exactly  the  Federal  role  is  in  that,  trying  to  get  courts  to  en- 
force different  settlements  in  different  States.  So  I  appreciate  your 
work  on  that  and  look  forward  to  working  with  you  on  it.  Thank 
you. 

HEAD  START  PROPOSALS 

Mr.  Regula.  Mrs.  Lowey. 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman. 

And  thank  you  for  your  testimony.  As  you  know,  Head  Start 
merges  literacy  activities  with  programs  in  good  nutrition,  vision 
screenings,  proper  hygiene.  It  also  recognizes,  and  I  think  that  is 
particularly  important,  the  need  to  bring  parents  into  the  develop- 
mental process  by  providing  them  with  support  services  in  and  out 
of  the  home,  such  as  access  to  comprehensive  health  care  and  social 
workers,  peer  counseling,  parenting  programs.  And  as  a  mother 
and  grandmother,  I  know  that  it  takes  a  lot  more  than  basic  read- 
ing skills  to  get  our  children  prepared  for  learning.  Kids'  emotions, 
personality,  social  surroundings  are  just  as  important  as  their  IQ 
when  first  entering  school,  and  Head  Start  is  working  helping  to 
narrow  the  gap  between  disadvantaged  children  and  all  children  in 
vocabulary  and  writing  skills. 

In  addition,  we  have  seen  evidence  that  Head  Starters  are  less 
likely  to  need  special  education  classes,  repeat  grades,  commit 
crimes,  and  they  are  also  more  likely  to  finish  high  school  and  col- 
lege. 

Despite  these  results,  the  administration  is  quickly  moving  for- 
ward with  plans  to  implement  the  national  reporting  system  for  all 
4-  and  5-year-olds.  The  plan  would  require  for  each  of  the  525,000 
4-year-olds  in  Head  Start  to  sit  for  a  standardized  20-  to  30-minute 
test  in  literacy  and  other  skills. 

With  all  due  respect,  Mr.  Horn,  even  No  Child  Left  Behind  does 
not  mandate  testing  until  third  grade,  and  while  I  agree  with  the 
need  to  conduct  ongoing  child  assessments,  I  think  we  have  to  be 
careful  about  what  factors  we  focus  on  to  determine  if  a  program 
is  successful  in  meeting  its  goals.  Earlier  this  year  I  received  a  let- 
ter from  numerous  distinguished  child  education  and  development 
experts  who  have  strong  reservations  about  the  administration's 
national  reporting  system.  And  although  I  hesitate  to  think  we 
would  move  forward  with  this  plan  at  all,  at  minimum  I  would 
hope  the  administration  would  take  their  concerns  into  account 
while  developing  the  testing  program.  And  the  field  tests,  I  under- 
stand, are  scheduled  to  begin  just  2  days  after  the  OMB  comments 
are  due,  2  days  after  the  comments  are  due.  Why  are  we  asking 
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for  the  comments  if  we  are  not  going  to  pay  any  attention  to  the 
comments?  How  can  you  truly  respond  or  address  concerns  raised 
during  the  comment  period  in  just  2  days? 

Also,  how  does  the  proposed  national  reporting  system  fit  with 
the  administration's  proposal  to  send  the  programs  back  to  the 
States?  Will  States'  funding  be  determined  by  the  results  of  the 
test  for  Head  Start's  4-year-olds? 

And  in  terms  of  funding,  I  want  to  make  another  point  or  ask 
another  question,  because  you  mentioned  the  funding  before.  In 
your  Head  Start  proposal,  you  would  require  the  States  to  develop 
a  professional  development  plan,  but  offer  no  official  funds  to  im- 
plement. I  was  delighted  to  hear  that  more  than  50  percent  of  the 
Head  Start  staff  already  has  an  advanced  degree.  And  what  I  have 
heard  is  more  than  40  States  already  have  a  professional  develop- 
ment and  career  ladder  plan,  but  they  all  tell  me  that  funding  is 
the  problem.  Many  States  are  cutting  back  or  eliminating  programs 
to  help  early  childhood  teachers  further  their  education,  but  I  don't 
see  any  new  money  for  this  purpose  in  your  budget,  either  in  Head 
Start  or  the  Child  Care  and  Development  Block  Grant. 

I  spoke  to  a  group,  a  huge  group,  about  200  of  Head  Start  teach- 
ers, and  they  all  want  to  be  advancing  themselves  and  advancing 
their  career.  But  what  you  actually  do  is  suggest  cutting  back  on 
the  Head  Start  quality  set-aside  that  helps  programs  fund  edu- 
cation and  salary  increases.  The  small  cost  of  living  increase  in 
Head  Start  does  not  allow  more  teachers  to  get  an  AA  or  a  BA  de- 
gree, pay  the  cost  of  research-based  training,  or  raise  teachers  sala- 
ries once  they  earn  the  degrees  so  they  will  stay  in  their  job. 

So,  forgive  me  for  the  long  question,  but  around  here  you  just 
have  to  get  it  out.  How  do  you  see  professional  development  hap- 
pening in  States'  Head  Start  prekindergarten  child  care  program 
without  any  additional  funds?  How  do  you  do  that? 

Mr.  Horn.  Well,  first  of  all,  let  me  say  that  as  a  child  psycholo- 
gist, I  agree  with  you  that  it  is  very  important  when  you  are  deal- 
ing with  young  children  to  involve  the  parents  to  the  maximum  ex- 
tent possible.  And  Head  Start,  I  agree  with  you,  has  always  been 
about  not  just  providing  services  to  the  child,  but  also  services  to 
the  parent  and  getting  the  parent  involved  in  the  early  education 
of  their  children.  And  there  is  nothing  in  the  administration's  pro- 
posals that  would  take  away  1  minute  of  activity  in  that  area  even 
with  the  State  option.  There  is  a  requirement  that  the  States  give 
assurances  that  the  comprehensive  services  that  are  currently  pro- 
vided to  Head  Start  children  would  remain  for  those  who  are  sup- 
ported with  Head  Start  funds,  including  parent  services. 

So  I  agree  with  you.  I  think  it  is  very  critical,  and  the  adminis- 
tration is  not  trying  to  compromise  the  parent  services  that  are  de- 
livered through  Head  Start. 

HEAD  START  ASSESSMENT 

In  terms  of  assessment,  as  I  said,  I  am  a  clinical  child  psycholo- 
gist, and  there  are  ways  of  assessing  preschool  children  that  are 
appropriate,  and  there  are  ways  of  assessing  preschool  children 
that  are  inappropriate.  We  assess  preschool  children  all  the  time. 
We  assess  children  at  1  minute  and  5  minutes  after  they  are  born. 
It  is  called  an  Apgar  score.  Pediatricians  assess  children  all  the 
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time  against  developmental  norms.  And,  in  fact,  currently  in  every 
Head  Start  program  in  America,  they  are  assessing  children  on  a 
variety  of  different  measures  in  a  variety  of  different  ways. 

What  the  President  is  interested  in  doing  is  ensuring  that  there 
is  some  core  set  of  measures  upon  which  all  children  at  Head  Start 
are  assessed,  so  that  we  can  determine  which  Head  Start  programs 
are  in  need  perhaps  of  additional  training  and  technical  assistance 
to  achieve  better  outcomes  for  children.  And  the  most  recent  bat- 
tery that  I  have  seen  suggests  not  a  20-  to  30-minute  assessment, 
but  more  of  a  12-  to  15-minute  assessment  precisely  because,  you 
are  right,  having  4-year-olds,  let  alone  3-year-olds,  sit  down  for  a 
half  hour  in  a  row  can  be  challenging.  So  we  are  committed  to 
doing  this  in  a  way  that  is  thoughtful,  in  a  way  that  is  appropriate, 
given  the  developmental  skills  of  children  at  that  age. 

We  have  been  soliciting  comments  not  just  in  this  official  com- 
ment period,  but  all  the  way  up  to  this  point  in  a  variety  of  dif- 
ferent forums  from  a  variety  of  different  actors,  including  Head 
Start  teachers,  Head  Start  administrators,  child  development  ex- 
perts and  so  forth.  And  we  think  that  we  have  constructed  a  sys- 
tem that,  in  fact,  recognizes  the  developmental  appropriateness  of 
the  context  in  which  we  would  be  implementing  the  system. 

We  started  actually  with  looking  at  the  congressionally  man- 
dated outcomes  in  the  1998  Head  Start  reauthorization.  We  said  let 
us  start  there  and  let  us  determine  which  of  these  13  outcomes 
that  Congress  mandated  in  1998  have  developmentally  appropriate 
measures  that  are  valid  and  reliable  for  use  with  4-year-olds.  And 
if  we  don't  have  a  measure  of  those,  any  of  those  13  outcomes,  we 
won't  assess  children  in  those  outcomes.  We  will  send  that  over  to 
the  National  Institutes  for  Child  Health  and  Development  and 
have  them  develop  something.  But  for  those  where  we  have  a  de- 
velopmentally appropriate  and  reliable  and  valid  measure  for  use 
with  4-year-olds,  then  that  is  what  we  are  considering  using  in  this 
national  reporting  system. 

So  we  think  we  have  been  thoughtful,  but  we  still  want  to  hear 
from  the  general  public  and  as  well  as  others  in  terms  of  the  spe- 
cifics of  our  battery. 

HEAD  START  PROFESSIONAL  DEVELOPMENT 

In  terms  of  professional  development,  you  are  exactly  correct.  We 
need  to  make  sure  that  there  is,  in  fact,  a  plan  for  ensuring  that 
there  will  be  adequate  professional  development  for  teachers  who 
are  working  with  preschoolers.  That  is  why  part  of  the  President's 
proposal  requires  not  only  that  this  would  be  a  nice  thing  to  do, 
but  how  states  are  actually  going  to  do  it,  and  where  the  resources 
are  going  to  come  from.  And  the  President's  plan  does  include  an 
amount  of  money  from  which  States  could  draw  down  their  propor- 
tional share,  if  they  choose  this  option,  that  they  could  use  to  im- 
plement some  of  these  things  like  professional  development  plans. 

Mrs.  Lowey.  I  probably  don't  have  any  time  to  pursue  it,  but  just 
maybe  one  quick,  since  there  are  so  few  of  us.  Is  that  from  the  total 
grant  that  they  can  draw  down  for  professional  development,  or  ad- 
ditional money  for  professional  development? 

Mr.  Horn.  There  is  currently  a  2  percent  set-aside  in  the  statute 
for  training  and  technical  assistance.  That  2  percent  translates  to 
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about  $170,000,000  right  now  for  the  overall  Head  Start  program. 
What  we  are  suggesting  is  States  that  choose  this  option  could 
draw  down  their  proportional  share  of  that  amount,  so  that  they 
could  implement  the  kinds  of  training  and  technical  assistance  ac- 
tivities that  you  are  describing. 

Mrs.  Lowey.  And  given  the  additional  education  of  the  teachers, 
does  the  appropriation  which  you  are  recommending  provide  addi- 
tional money?  If  they  are  going  to  get  this  education,  and  they  are 
more  skilled,  how  are  you  going  to  keep  the  skilled  people  in  the 
Head  Start  program? 

Mr.  Horn.  Well,  our  proposal  does  include  a  2.2  percent  COLA 
for  Head  Start  staff,  including  teachers,  and  then  it  also  includes 
the  ongoing  amount  of  money  that  we  provide  to  grantees  in  their 
training  and  technical  assistance  budgets,  which  they  can  use  for 
further  training  and  professional  development. 

Mrs.  Lowey.  Thank  you,  Mr.  Chairman. 

HEAD  START  DELIVERY  SYSTEMS 

Mr.  Regula.  We  will  maybe  have  another  round. 

If  I  understand  you  correctly,  the  way  in  which  this  is  con- 
structed in  every  community  could  vary  as  to  the  number  of  years, 
as  to  a  pre-Head  Start  and  the  Head  Start,  as  to  the  education  re- 
quirements for  the  teachers.  Is  there  a  lot  of  autonomy  on  the  part 
of  the  administrating  agencies?  And  I  guess  even  the  administra- 
tion could  be  under  the — a  school  district  could  be  an  applicant  for 
a  Head  Start  program.  Am  I  correct? 

Mr.  Horn.  Under  the  current  program,  certainly.  In  fact,  a  good 
percentage  of  the  Head  Start  programs  right  now  are  school  sys- 
tems. 

Mr.  Regula.  So  there  would  be  potentially  a  wide  variety  of 
ways  in  which  this  program  is  administered  from  communities  to 
communities. 

Mr.  Horn.  There  is  already  a  wide  variety  of  ways  that  it  is  ad- 
ministered. That  is  right.  And  under  the  President's  proposal,  with 
the  State  option,  we  don't  want  to  prejudge  how  a  State  might  pro- 
pose to  better  coordinate  these  programs,  but  there  certainly  are  a 
myriad  of  ways  that  they  could  do  that. 

Mr.  Regula.  So  I  guess  you  are  saying,  for  every  community, 
what  works  is  what  counts. 

Mr.  Horn.  I  work  for  a  President  who  wants  to  manage  by  re- 
sults. And  he  says,  you  know,  good  intentions  are  better  than  bad 
intentions,  but  we  have  to  measure  more  than  simply  good  inten- 
tions. 

Mr.  Regula.  Mrs.  Roybal-Allard. 

COMMUNITY  SERVICES  PROGRAMS 

Ms.  Roybal-Allard.  Thank  you,  Mr.  Chairman. 

Mr.  Horn,  in  your  statement  you  mentioned  that  community 
services  can  provide  an  important  empowerment  tool  for  families. 
However,  in  your  budget  you  propose  cuts  to  the  community  serv- 
ices programs,  including  the  Community  Service  Block  Grant,  by 
about  $182,000,000  below  the  fiscal  year  2003  appropriated  level. 
And  one  of  the  things  that  you  use  as  your  rationale  is  that  there 
is  a  lack  of  strong  performance  data  for  the  programs.  Now,  since 
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this  is  a  pass-through  program  to  community  action  agencies,  I 
would  imagine  that  there  would  be  varying  types  of  success  within 
the  program.  And  my  question  is,  what  are  your  reasons  for  the 
significant  cuts  that  you  are  proposing  for  this  program,  particu- 
larly now,  without  any  kind  of  study  or  rationale  in  terms  of  sin- 
gling out  the  good  performing  versus  those  that  are  not  performing 
as  well?  Do  you  have  that  kind  of  data,  or  is  that  something  that 
still  has  to  be  gathered? 

Mr.  Horn.  We  have  no  data  that  would  indicate  the  effectiveness 
of  the  services  that  are  being  provided  through  the  Community 
Services  Block  Grant.  And  what  we  are  proposing  is  that  we  are 
going  to  be  submitting  a  proposal  that  would  mandate  such  an  out- 
comes-oriented system  with  the  idea  that,  once  this  is  imple- 
mented, the  States  would  be  empowered  to  recompete  those  grants 
if  a  particular  community  action  agency  was  not  achieving  effective 
outcomes. 

Ms.  Roybal-Allard.  And  those  are  the  provisions  that  you  re- 
ferred to  for  accountability? 
Mr.  Horn.  Yes. 

Ms.  Roybal-Allard.  I  guess  my  concern  is  that  you  are  taking 
away  the  money  of  even  the  good-performing  agencies  that  would 
curtail  their  ability  to  provide  important  services  before  you  even 
have  the  information.  It  seems  like  it  is  being  done  backwards,  so 
even  the  good  performers  are  being  punished  along  with  those  that 
don't  perform  as  well.  And  I  am  trying  to  understand  your  ration- 
ale for  that,  and  I  can't.  Could  you  explain  that? 

Mr.  Horn.  Again,  the  rationale  is  that  we  just  don't  have  any  in- 
formation on  the  effectiveness  of  this  particular  program. 

Ms.  Roybal-Allard.  But  wouldn't  it  make  more  sense  to  get 
that  data,  that  performance  data,  to  evaluate  these  agencies  that 
you  yourself  have  said  provide  a  very  important  role  in  the  commu- 
nity, evaluate  them,  see  where  some  of  the  problems  can  be  cor- 
rected, and  then  determine  where  the  cuts  should  be,  rather  than 
just  cutting  everybody  and  negatively  impacting  the  services  of 
these  agencies? 

Mr.  Horn.  Well,  this  is  a  tight  budgetary  time.  And  given  the  ab- 
sence of  information  as  to  the  effectiveness  of  this  program,  our 
budget  proposal  reflects  a  redirecting  of  resources  to  higher-priority 
areas. 

Ms.  Roybal-Allard.  Well,  you  said  that  you  don't  know  the  ef- 
fectiveness of  this  program,  but  you  also  say  that  they  provide  an 
important  empowerment  tool  for  families  in  your  statement.  So 
there  seems  to  be  a  little  bit  of  a  contradiction  there.  If  these  are 
important  programs,  then  it  seems  to  me  that  every  effort  should 
be  made  to  first  find  out  where  the  problems  are  before  any  cuts 
are  made,  because  what  we  are  talking  about  is  not  something  in 
abstract.  What  happens  to  these  programs  is  directly  going  to  im- 
pact people  and  communities.  And  I  hope  that  you  will  look  at  that 
and  not  cut  off  services  before  you  even  know  whether  or  not  there 
is  value  in  them. 

Mr.  Horn.  I  understand  your  concern. 
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UNACCOMPANIED  ALIEN  CHILDREN 

Ms.  Roybal-Allard.  The  second  question  I  have  has  to  do  with 
the  Refugee  and  Entrant  Assistance  Program,  and  one  of  the  rea- 
sons I  am  interested  in  that  is  because  I  also  sit  on  the  Homeland 
Security  Subcommittee.  Your  testimony  refers  to  the  transfer  of  un- 
accompanied alien  children  from  the  Immigration  and  Naturaliza- 
tion Service  to  your  Office  of  Refugee  Resettlement.  What  is  the 
status  of  this  changeover,  and  is  the  process  working?  And  what 
are  some  of  the  obstacles,  if  any,  that  you  are  encountering?  I  am 
particularly  interested  in  your  activities  as  they  relate  to  the  De- 
partment of  Justice,  Homeland  Security,  and  the  State  Depart- 
ment. 

Mr.  Horn.  As  you  may  be  aware,  the  transfer  of  that  program 
was  effective  on  March  1st  of  this  year.  So,  we  have  only  had  a  rel- 
atively short  period  of  time  of  directly  administering  this  program. 
Of  course,  we  were  working  with  INS  and  the  Justice  Department 
in  preparing  for  this  transfer,  but  we  have  only  had  the  program 
since  March  1st.  And  so  we  are  working  now  to  determine  what 
kinds  of  resources  we  need  for  this  program,  and  we  look  forward 
to  sharing  that  information  with  you  as  it  becomes  clear  to  us  what 
kinds  of  resources  are  necessary  for  this  program. 

Ms.  Roybal-Allard.  And  understanding  that  it  is  just  starting, 
the  process  is  just  starting,  are  you  finding  that  there  is  a  coordi- 
nation between  the  different  departments  and  a  willingness  to 
work  together? 

Mr.  Horn.  Yes.  I  think  that  this  transfer  has  been  done  in  the 
context  of  cooperation  and  working  together,  and  I  anticipate  that 
that  will  continue  as  we  move  forward  with  this  important  pro- 
gram. 

REFUGEE  SERVICES 

Ms.  Roybal-Allard.  The  U.S.  has  traditionally  been  a  haven  for 
refugees,  but  we  are  seeing  significantly  reduced  numbers  of  refu- 
gees that  are  being  admitted,  and  I  think  your  budget  reflects  that 
particular  trend.  From  your  experience  in  providing  services  to  ref- 
ugees, do  you  have  any  observations  about  the  effectiveness  of 
these  services?  And,  given  the  current  refugee  mix,  how  do  you  en- 
sure that  these  services  are  culturally  appropriate  so  that  the  refu- 
gees can  make  the  transition  to  living  in  the  United  States? 

Mr.  Horn.  I  think  that  there  is  good  reason  to  believe  that  the 
refugee  resettlement  program  is  providing  effective  services  that 
help  refugees  that  come  to  this  country,  often  not  speaking  the  lan- 
guage, brought  into  a  culture  that  is  often  foreign  to  them,  and 
helping  to  stabilize  them  and  their  families  both  in  terms  of  their 
economic  stability,  but  also  their  family  stability,  and  helping  to  in- 
tegrate them  into  American  culture,  to  at  least  become  familiar 
with  it.  And  so  this  is  a  program  that  we  strongly  support.  Our 
budget  reflects  a  level  that  we  believe  is  sufficient  in  order  to  en- 
sure that,  with  the  70,000  refugee  ceiling  that  has  been  established 
by  the  State  Department,  we  are  able  to  provide  the  kinds  of  serv- 
ices that  we  know  can  be  helpful  to  this  population. 

So  we  feel  strongly  this  is  an  important  program.  It  is  one  that 
needs  to  be  culturally  sensitive  while  at  the  same  time  helping  ref- 
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ugees  integrate  into  American  culture.  I  am  a  psychologist,  and  it 
is  hard  for  me  to  truly  get  a  sense  for  how  difficult  it  must  be  to 
come  to  a  completely  foreign  culture  where  you  don't  speak  the  lan- 
guage and  you  are  not  familiar  with  the  customs.  And  so  this  pro- 
gram is  very,  very  effective,  we  think,  and  helpful  in  helping  those 
refugees  assimilate. 
Ms.  Roybal-Allard.  Thank  you. 

CHILDREN  SERVED  BY  HEAD  START 

Mr.  Regula.  Well,  what  percent  of  the  students  that  enter  kin- 
dergarten and/or  first  grade  go  through  the  Head  Start  program 
nationally,  total? 

Mr.  Horn.  We  serve  currently  about  60  percent  of  income-eligible 
children. 

Mr.  Regula.  And  that  represents  what  percent  of  the  total  chil- 
dren entering  schools? 

Mr.  Horn.  That  I  don't  have  off  the  top  of  my  head,  but  I  can 
submit  that  for  the  record. 

[The  information  follows:] 

Children  Served  by  Head  Start 

We  do  not  have  exact  data,  but  we  would  estimate  that,  in  FY  2002,  about 
525,000  children  leaving  Head  Start  entered  kindergarten  that  fall.  Using  census 
data  estimates,  there  were  about  3.8  million  children  who  entered  kindergarten  this 
past  September,  so  approximately  14  percent  of  the  total  children  entering  kinder- 
garten were  Head  Start  children.  However,  only  675,000  of  the  3.8  million  kinder- 
garten children  were  from  low-income  families  and  Head  Start  served  approximately 
70  percent  of  these  children. 

Mr.  Regula.  Do  you  think  the  other  40  percent,  is  it  just  an  ab- 
sence of  aggressive  recruiting  on  the  part  of  communities,  or  are 
there  communities  in  the  country  that  just  don't  have  the  mecha- 
nism, either  an  agency  or  something  to  put  on  or  a  school  that  has 
any  interest  in  putting  on  the  program? 

Mr.  Horn.  This  is  precisely  the  issue  that  the  President  seeks  to 
try  to  address  with  this  new  State  option  in  Head  Start.  When  we 
ask  the  question  about  who  is  served,  we  start  with  the  program 
and  we  say,  how  many  kids  are  served  by  this  program?  And  I  can 
give  you  that  answer.  But  if  you  ask  me  instead,  of  all  the  low-in- 
come 4-year-olds,  how  many  are  served  in  this  program,  how  many 
are  served  through  State-administered  programs,  how  many  are 
served  through  child  care  arrangements,  or  how  many  even  want 
to  be  served.  Some  of  them  are  at  home  with  their  parents.  They 
have  a  stay-at-home  parent  who  is  caring  for  them.  We  don't  have 
any  mechanism  of  collecting  that  information. 

STATE  PARTICIPATION  IN  HEAD  START 

What  we  do  know  is  that  some  42  States  currently  provide  fund- 
ing for  State-administered  preschool  programs. 
Mr.  Regula.  How  many  States? 
Mr.  Horn.  Forty-two. 
Mr.  Regula.  Forty-two. 

Mr.  Horn.  And  all  States  and  territories  run  child  care  pro- 
grams, and  yet  we  don't  have  any  real  good  idea  about  how  well 
these  three  systems  are  coordinating  with  each  other  to  provide 
coverage  across  this  population. 
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Mr.  Regula.  So  you  are  saying  that  there  are  States  that  don't 
participate  in  the  program  on  Head  Start;  am  I  correct? 

Mr.  Horn.  Certainly  there  are  States  that  do  not  contribute  to 
Head  Start.  Yes. 

Mr.  Regula.  Okay.  They  could  have  a  program,  but  there  would 
not  be  a  State  contribution  to  the  program,  which  means  it  would 
have  to  come  in  a  limited  

Mr.  Horn.  Exactly. 

Mr.  Regula.  What  percent  of  the  total  cost  of  these  programs  do 
you  think  is  State  contribution  versus  Federal? 
Mr.  Horn.  I  am  sorry.  Say  that  again. 

Mr.  Regula.  Well,  you  say  the  States  contribute;  I  know  in  Ohio 
they  do.  Of  the  total  spent  on  Head  Start,  what  percent  would  be 
coming  from  the  States  versus  what  is  coming  from  the  Federal? 

Mr.  Horn.  I  don't  

Mr.  Regula.  Just  trying  to  get  the  level  of  State  participation. 

Mr.  Horn.  I  am  not  sure  we  have  that  information  in  that  fash- 
ion. And  it  is  important  to  keep  in  mind  that  there  is  the  Head 
Start  budget,  but  other  budgets  contribute  to  the  services  that  are 
provided  through  Head  Start.  For  example,  the  medical  services 
and  the  dental  services  are  routinely  paid  for  through  Medicaid, 
through  SCHIP,  through  PSDDT. 

Mr.  Regula.  So  Head  Start  identifies  this  child  that  needs  those 
services  and  gets  that  family  in  touch  with  the  Medicaid  program? 

Mr.  Horn.  There  are  various  ways  that  they  do  it,  but  that  is 
one  of  the  ways  they  do  it. 

Mr.  Regula.  It  seems  to  me  that  is  very  important. 

Mr.  Horn.  Yes. 

Mr.  Regula.  I  think  the  learning  process  often  depends  on 
health,  health  and  nutrition,  and  probably  there  needs  to  be  a  lot 
of  emphasis  on  those  two  aspects  of  a  child's  life. 

Mr.  Horn.  And,  in  fact,  we  believe  that  the  President's  State  op- 
tion proposal  would  enhance  the  ability  of  Head  Start  programs  to 
work  with  these  other  programs,  because  these  other  programs  are 
invariably  run  by  the  States.  Head  Start  has  a  direct  Federal-to- 
local-grantee  relationship,  and  yet  Medicaid  is  run  by  the  States, 
SCHIP  is  run  by  the  States,  welfare-to-work  is  run  by  the  States, 
child  care  is  run  by  the  States.  And  so  we  think  if  the  Governor 
is  able  to  submit  a  comprehensive  plan  that  can  coordinate  all  of 
these  services,  it  would  actually  enhance  the  ability  of  Head  Start 
programs  to  deliver  a  comprehensiveness  of  services  to  the  families 
that  they  serve. 

Mr.  Regula.  Ms.  Roybal-Allard.  Any  more  questions?  We  are 
going  to  wind  this  up. 
Ms.  Roybal-Allard.  If  I  can  submit  them. 
Mr.  Regula.  For  the  record.  Okay. 

COMMENTS  TO  HIGH  SCHOOL  STUDENTS 

I  notice  we  have  a  lot  of  students  here  today.  Tell  me  what  is 
your  school?  Does  anybody  want  to  identify?  From  Nebraska.  I  con- 
gratulate you  on  your  bravery.  The  schools  in  my  district  are  afraid 
to  come  to  Washington.  Are  you  high  school  students?  This  is  a 
senior  class  trip?  A  junior  class.  You  raised  the  money  yourselves? 
And  you  are  all  from  one  school?  How  many  different  school  dis- 
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tricts  are  represented  here?  How  do  you  get  selected  now?  Each 
school,  you  raised  individually  or  as  a  school  group?  You  arranged 
money  for  your  trip  here,  but  you  are  from  different  States;  did  I 
hear  you  correctly?  So  you  are  making  new  friends.  That  is  not  all 
bad.  How  long  are  you  here?  And  when  did  you  arrive?  But  now 
that  you  are  here,  you  are  all  going  to  visit  different  places. 

Well,  this  committee,  you  might  be  interested,  we  appropriate 
the  money  for  health  research,  very  important  to  all  of  you,  be- 
cause your  future  depends  on  having  cures  for  things  that  we  don't 
even  know  about  necessarily  now.  We  appropriate  all  the  money  for 
a  Federal  portion  of  education.  We  appropriate  the  money  for  job 
training,  which  I  hope  none  of  you  ever  need,  at  least  after  you 
have  got  a  job  and  that  you  don't  lose  your  job.  And  so  this  com- 
mittee does  a  lot  of  things  that  are  very  important  in  your  lives. 

And  one  thing  that  would  be  of  interest  to  you,  the  Health  Group 
and  National  Institutes  of  Health,  where  they  do  research  on  all 
the  new  ideas  and  cures  for  diseases  and  so  on,  said  that  every  5 
years  life  expectancy  goes  up  a  year.  Now,  most  of  you  are,  what, 
about  16?  Well,  the  Bible  says  you  get  3  score  and  10,  and  evidence 
says  you  get  even  more  than  that;  so  divide  by  5,  and  you  will  dis- 
cover how  many  more  years  you  are  going  to  get,  and  that  is  a 
pretty  good  future  for  you.  So  what  I  can  only  say  is,  take  care  of 
your  health.  Take  care  of  your  health,  because  if  you  are  going  to 
live  those  extra  years,  you  want  them  to  be  good  quality  years. 

But  you  are  very  fortunate  to  be  here.  I  think  you  are  safe,  but 
there  is  no  guarantees,  of  course,  of  anything  in  life.  And  yesterday 
they  vacated  this  building  because  they  found  a  fire  in  the  elevator, 
and  so  everybody  is  a  little  jumpy  about,  as  you  can  see  from  the 
security  when  you  tried  to  get  into  the  place.  It  used  to  when  I 
came  here  we  just  walk  in  and  out  of  the  building,  and  there  were 
no  concrete  barriers,  nobody  checking  your  purse  or  anything  else, 
you  just  walk  in.  But  we  live  in  a  different  age,  and  security  be- 
comes important. 

But  I  am  glad  you  are  here.  I  am  glad.  I  wish  more  students 
would  have  the  opportunity  to  come  here  and  observe  and  visit  this 
city.  I  hope  you  will  come  back  with  your  parents  or  your  family. 
And  now  that  you  will  be  an  expert,  you  can  show  your  family 
around. 

Are  you  going  to  the  Smithsonian?  I  assume  you  are  going  to  all 
the  monuments.  That  is  great.  You  are  a  little  braver  than  the  stu- 
dents in  my  district.  They  called  me  and  said,  will  you  guarantee 
that  if  we  come  to  Washington — that  is,  the  principal — if  we  bring 
our  students  to  Washington,  that  they  won't  have  any  problems?  I 
said,  hey,  wait  a  minute.  I  can't  give  you  any  written  guarantee  on 
that  one,  but  I  think  it  is  probably  pretty  safe.  I  had  one  school 
that  has  been  coming  for  30  years  and  decided  not  to  this  year.  So 
you  are  fortunate  really  to  get  here. 

We  are  happy  to  welcome  you  in  the  committee.  As  you  can  tell, 
we  are  discussing  early  childhood  education,  which  is  important, 
but  education  at  all  levels  is  important.  I  hope  all  of  you  will  plan 
to  get  on  to  a  community  college  or  a  university.  There  is  no  sub- 
stitute for  education,  particularly  in  the  age  in  which  we  live  where 
most  jobs  require  skills,  they  require  the  ability  to  communicate, 
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and  so  on.  So  make  the  best  of  all  this  year.  You  are  juniors,  so 
you  have  1  more  year  left.  And  plan  for  your  future. 

Well,  I  am  going  to  recess  the  committee  for  about  20  minutes. 

COMMUNITY  SERVICES  BLOCK  GRANT  AUDITS 

Ms.  Roybal-Allard.  Mr.  Chairman,  there  was  one  issue  that 
was  just  brought  to  my  attention  that  I  would  like  to  ask,  if  I  may. 
Mr.  Regula.  Go  ahead. 

Ms.  Roybal-Allard.  It  has  to  do,  Mr.  Horn,  again  with  the  Com- 
munity Services  Block  Grants.  Apparently,  there  are  numerous  ex- 
amples of  States  not  spending  their  CSBG  funding  as  has  been  re- 
quired by  law,  not  all  of  it  or  only  part  of  it  or  not  any  of  it  at  all. 
And  our  report  accompanying  the  fiscal  year  2003  bill  requested  an 
oversight  report  from  you  because  the  State  of  California  appar- 
ently didn't  distribute  its  CSBG  for  several  years.  This  was  before 
your  tenure,  I  understand,  and  began  at  HHS,  but  it  is  the  State 
of  California,  not  HHS  auditors,  that  just  brought  this  fact  to  light. 
There  have  been  similar  findings  by  HHS  itself  about  the  State  of 
Louisiana  and  the  Commonwealth  of  Puerto  Rico. 

Ms.  Roybal-Allard.  How  many  of  these  problems  have  been  cor- 
rected? And  can  you  tell  me  what  you  are  doing  to  make  sure  that 
the  Department  auditors  catch  these  things  and  that  the  ACF  en- 
forces the  rules  and  gets  remedies  implemented  by  the  States? 

Mr.  Weems.  Congresswoman,  thank  you  for  the  question.  I  don't 
think  we  are  familiar  with  the  situation.  We  will  look  into  it  and 
we  will  get  right  back  to  you  with  an  answer  and  give  you  the  sta- 
tus of  the  report. 

Ms.  Roybal-Allard.  I  would  appreciate  that,  because  my  under- 
standing is  that  California  is  ready  to  spend  this  money  and  has 
not  been  able  to. 

Mr.  Weems.  We  will  look  into  it  and  get  back  to  you. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:] 
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Ms.  Roybal-Allard:  What  is  ACF  doing  to  address  a  problem  identified  in  the 
State  of  California  regarding  their  use  of  unexpended  Community  Services  Block  Grant 
(CSBG)  funds  recently  identified  by  the  State?  In  addition,  there  is  a  new  congressional 
reporting  requirement  contained  in  the  FY  2003  appropriations  committee  report 
regarding  State  unexpended  balances  in  the  CSBG  program. 

Mr.  Weems:  Regarding  California,  I  believe  the  Congresswoman  is  referring  to 
$5.1  million  in  unexpended  CSBG  funds  that  accumulated  in  the  State  in  the  early 
1990's.  These  funds  were  carried  forward  for  several  years,  and  recently,  were  brought 
to  the  attention  of  the  new  State  leadership,  who  asked  about  the  allowable  use  of  these 
funds.  The  Office  of  Community  Services  (OCS)  is  working  with  the  Office  of  General 
Counsel  to  expedite  a  decision  on  the  issue  of  the  State's  use  of  these  CSBG  funds. 

We  do  not  anticipate  that  this  problem  will  be  experienced  again.  Sincel996, 
language  has  been  included  in  annual  appropriations  providing  that  unexpended  funds 
may  be  retained  by  the  eligible  entities  for  the  succeeding  fiscal  year.  This  same 
language  is  included  in  the  FY  2004  President's  Budget.  In  addition,  OCS  is  adding 
language  to  its  Supplemental  Audit  Guide  highlighting  the  need  to  closely  monitor 
timely  and  complete  allocation  of  funds  to  local  entities.  For  the  past  two  years,  we  also 
have  requested  and  received  the  States'  financial  report  (SF  269)  that  gives  an  account 
of  each  State's  annual  obligations,  expenditures  and  balances.  As  requested  in  FY  2003 
Appropriations  Conference  Report  language,  we  are  gathering  data  to  prepare  a  report 
on  State  carryover  balances  for  the  past  few  years.  This  information  will  be  provided  to 
the  Committee  by  August  15  as  requested. 
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PRE-LITERACY  SKILLS  IN  HEAD  START 

Mr.  Regula:  I  have  read  that  many  Head  Start  children  leave  the  program 
knowing  only  2  letters  of  the  alphabet  or  less.  I  find  this  inexcusable  for  a  program  that 
costs  over  $6,000  per  child.  I  understand  that  in  the  last  reauthorization,  Congress 
mandated  that  children  should  know  at  least  10  letters  by  the  time  they  leave  Head  Start. 
How  many  Head  Start  children  know  10  letters  or  more  at  the  time  they  leave  the 
program? 

Dr.  Horn:  LetteT  recognition  is  one  piece  of  cognitive  development,  and 
research  clearly  shows  us  that  children  who  do  not  take  part  in  cognitive  development 
activities  are  at  risk  for  school  failure.  This  is  what  the  Bush  Administration  hopes  to 
work  with  Congress  to  address  by  strengthening  Head  Start  through  reauthorization. 

Over  the  past  two  years  we  have  increased  our  efforts  to  help  Head  Start 
programs  enhance  school  readiness  and  the  development  of  early  literacy  skills.  In 
April  2002,  the  President  announced  his  Good  Start/Grow  Smart  initiative  which  is 
designed  to  assure  that  every  Head  Start  teacher  has  the  training  skills  they  will  need  to 
provide  Head  Start  children  the  early  literacy,  language,  and  numeracy  skills  they  will 
need  to  be  successful  in  school. 

More  needs  to  be  done.  We  do  not  know  how  many  Head  Start  children  know 
10  letters  or  more  when  they  leave  Head  Start  but  we  do  know  have  information  on  the 
average  number  of  letters  children  know  when  they  enter  and  leave  the  program. 

Children  entering  Head  Start  in  1997  learned  the  equivalent  of  4  additional 
letters,  and  knew  an  average  of  7.2  letters  at  the  end  of  the  year.  The  national  sample 
that  entered  Head  Start  in  the  fall  of  2000  showed  greater  gains  in  letter  recognition. 
Their  scores  meant  that  children  learned  the  equivalent  of  5  additional  letters  in  Head 
Start  and  knew  an  average  of  8.9  letters  at  the  end  of  the  program  year. 

Mr.  Regula:  How  does  this  compare  with  the  letter  awareness  and  vocabulary  of 
children  in  other  preschool  programs  or  children  who  are  less  disadvantaged? 

Dr.  Horn:  Although  children  make  gain  toward  national  averages  during  the 
Head  Start  year,  especially  in  vocabulary  and  early  writing  skills,  they  leave  Head  Start 
still  below  national  averages.  The  Bush  Administration  would  like  to  see  the  Head  Start 
program  do  better. 

There  are  no  national  data  on  how  many  letters  of  the  alphabet  the  average 
preschooler  can  identify  by  name.  One  proxy  is  provided  by  the  Woodcock- Johnson 
Letter- Word  Identification  sub-test,  which  has  nationally-normed  data  on  a  sample  of 
children  across  all  income  groups.  On  that  measure,  children  are  shown  9  letters  of  the 
alphabet  which  vary  in  difficulty,  as  part  of  a  continuum  of  tasks  associated  with 
decoding  skills.  In  FACES  2000,  in  relation  to  national  norms  on  the  Letter- Word  sub- 
test, Head  Start  children  advanced  about  as  much  as  the  "typical"  preschool-age  child, 
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and  performed  better  than  the  1997  FACES  cohort  where  Head  Start  children  did  not 
advance  as  much  as  the  "typical"  preschool-age  child. 

FACES  found  that  vocabulary  standard  scores  increased  about  4  points  or  .26  of 
a  standard  deviation  from  fall  to  spring  in  both  FACES  1997  and  FACES  2000.  Early 
writing  standard  scores  showed  similar  increases  in  FACES  1 997,  slightly  less  in 
FACES  2000.  Nonetheless,  at  the  end  of  Head  Start,  children  trail  national  norms  in 
these  measures  by  2/3  to  nearly  a  full  standard  deviation. 

Mr.  Regular  How  have  the  Head  Start  programs  changed  in  response  to  the 
Congressional-mandate  regarding  the  10  letter  recognition? 

Dr.  Horn:  The  Bush  Administration  has  placed  a  far  greater  emphasis  on  the 
importance  of  strengthening  early  literacy  and  numeracy  skills  for  children  in  Head 
Start.  Specifically,  in  responding  to  the  President's  Good  Start,  Grow  Smart  initiative, 
the  Head  Start  Bureau  has  undertaken  a  number  of  efforts  aimed  at  bolstering  the 
school-readiness  of  Head  Start  children.  The  Strategic  Teacher  Education  Program, 
knows  as  STEP,  launched  last  summer,  was  designed  to  ensure  that  every  Head  Start 
program  and  every  classroom  teacher  has  a  fundamental  knowledge  of  early 
development  and  literacy,  and  of  state-of-the-art  early  literacy  teaching  techniques. 
Good  Start,  Grow  Smart  calls  for  not  only  the  improvement  and  strengthening  of  Head 
Start  through  intense,  large-scale  efforts  in  the  areas  of  early  language  and  literacy,  but 
also  for  a  method  to  track  the  results  of  this  effort.  This  fall  we  will  begin  implementing 
the  Congressionally  mandated  assessments  of  the  school  readiness  of  all  the  four-year 
old  children  in  Head  Start. 

Mr.  Regula:  What  else  is  the  Administration  proposing  to  increase  the  pre- 
reading  skills.and  reading  readiness  of  these  children  who  are  at  greatest  risk  for  future 
educational  failure? 

Dr.  Horn:  The  President  has  proposed  a  variety  of  activities  to  increase  school 
readiness  for  Head  Start  children.  As  part  of  the  President's  2004  budget  request,  and  in 
the  Strengthening  Head  Start  policy  book,  we  proposed  to  allow  Governors  the  option 
of  coordinating  Head  Start  in  their  state,  or  portion  of  their  state,  with  other  early 
childhood  and  pre-K  programs.  We  believe  that  by  allowing  states  the  choice  to 
coordinate  these  programs,  we  will  see  an  increased  focus  on  school  readiness.  States 
are  already  being  held  accountable  for  children  being  able  to  read  on  grade  level  by  the 
3rd  grade.  Research  clearly  shows  that  the  earlier  children  begin  taking  part  in 
scientifically  sound  early  cognitive  development  activities,  the  higher  the  likelihood 
they  will  be  performing  at  grade-level  by  3rd  grade.  States  should  have  the  ability  to 
align  their  pre-K  programs  and  Head  Start  programs  with  kindergarten  and  elementary 
school  expectations.  This  in  no  way  means  that  they  should  be  able  to  cut  back  on  the 
other  services  provided  to  Head  Start  children.  Rather  we  would  require  that  they  show 
us  how  they  intend  to  do  both. 
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In  addition,  last  year,  the  President  launched  Good  Start,  Grow  Smart,  a.  school 
readiness  initiative  that  calls  for: 

(1)  An  accountability  system  for  every  Head  Start  center  in  America. 

(2)  A  major  effort  to  prepare  Head  Start  teachers.  Through  Project  STEP,  we 
have  trained  nearly  3,000  Head  Start  teachers,  giving  them  the  tools 
necessary  to  teach  basic  skills  to  our  children.  These  teachers  will  then 
instruct  Head  Start  teachers  around  the  country. 

(3)  We  have  distributed  more  than  500,000  guidebooks  for  early  childhood 
educators  and  care  givers.  It's  called,  "Teaching  Our  Youngest."  It  contains 
proven  teaching  activities  to  help  children  develop  their  language  abilities, 
increase  their  knowledge,  and  discover  a  lover  of  books  and  reading  and 
learning. 

(4)  And  as  you  know,  and  with  your  help,  HHS  has  distributed  a  series  of 
pamphlets  to  more  than  1 .5  million  parents  about  child  development  called 
"Healthy  Start,  Grow  Smart"  based  on  the  best  scientific  research  that  gives 
suggestions  on  child  development  at  crucial  early  stages  of  a  child's  life. 

The  Head  Start  Bureau  has  put  out  invitations  for  applications  for  some 
interesting  activities  as  well:  (a)  The  Early  Childhood  Educator  Professional 
Development  Program,  is  intended  to  enhance  the  school  readiness  of  young  children, 
particularly  disadvantaged  young  children,  and  to  prevent  them  from  encountering 
difficulties  once  they  enter  school.  The  program  is  designed  to  improve  the  knowledge 
and  skills  of  early  childhood  educators  who  work  in  communities  that  have  high 
concentrations  of  children  living  in  poverty,  and  (b)  Abstracts  are  invited  from 
organizations  for  Innovation  and  Improvement  Projects  that  address  the  President's 
initiatives  related  to  the  Head  Start  (including  Early  Head  Start)  program. 

Finally,  we  also  are  placing  increased  emphasis  on  children's  academic  skills  as 
part  of  our  on-site  monitoring  efforts.  We  are  continuing  to  place  emphasis  on  assuring 
programs  are  hiring  qualified,  well  trained  classroom  staff  that  have  the  skills  necessary 
to  help  prepare  children  for  school.  We  are,  in  short,  making  school  readiness  and  all 
that  it  may  entail,  including,  of  course,  early  literacy  skills,  an  ever  more  important  part 
of  a  child's  Head  Start  experience. 

TESTING  IN  HEAD  START 

Mr.  Regula:  I  understand  that  this  Administration  plans  to  require  some  new 
testing  for  Head  Start  children  beginning  this  Fall.  Can  you  describe  this  proposal  and 
how  it  will  be  implemented? 
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Dr.  Horn:  This  fall  we  will  begin  implementing  the  Congressionally  mandated 
assessments  of  the  school  readiness  of  all  four-year  old  children  in  Head  Start.  In 
developing  this  outcomes-oriented  system,  we  are  working  with  a  technical  workgroup 
that  advises  and  guides  our  selection,  development,  and  use  of  reliable  and  valid 
measurement  tools.  Assessment  items  are  currently  being  recommended  for  inclusion 
in  the  proposed  field-test. 

Mr.  Regula:  What  is  the  proposed  cost  of  this  testing?  Does  your  FY  2004 
budget  include  sufficient  resources  to  cover  the  cost? 

Dr.  Horn:  Because  planning  is  still  under  way,  we  are  not  able  to  project  exact 
costs.  However,  we  estimate  total  costs  for  development  and  implementation  of  testing 
to  be  $22  million,  including  contract  costs  for  the  development  and  testing  of  the  system 
and  for  training  staff,  and  staff  time  in  local  programs  to  attend  training  and  conduct 
assessments  and  report  the  findings.  There  are  sufficient  funds  in  the  Head  Start  budget 
to  cover  these  costs. 

Mr.  Regula:  How  will  the  results  of  these  tests  be  used?  Will  the  results  be 
individualized,  and  available  to  parents? 

Dr.  Horn:  Information  from  the  assessments  will  be  used  in  several  important 
ways.  It  will  increase  our  understanding  of  local  program  effectiveness,  giving  us  a 
critical  and  currently  missing  building  block  for  improving  the  program.  It  also  will 
help  guide  the  use  of  training  and  technical  assistance  resources,  allowing  us  to 
understand  which  strategies  are  working  most  and  least  effectively  in  preparing  Head 
Start  children  to  enter  school  with  a  solid  foundation  of  skills  and  abilities. 

The  national  reporting  system  will  not  analyze  data  at  the  level  of  individual 
children  nor  communicate  information  back  to  parents  about  their  child.  However, 
information  concerning  outcomes  at  the  program  level  will  be  available  for  parents  to 
consider. 

Mr.  Regula:  Will  all  children  be  tested?  If  not,  how  will  children  be  selected? 

Dr.  Horn:  All  Head  Start  children  will  be  assessed  in  the  year  before  they  leave 
Head  Start  to  enter  kindergarten.  This  will  involve  approximately  525,000  children, 
mostly  four-year-olds,  of  the  total  912,000  children  Head  Start  serves. 

Mr.  Regula:  Will  this  be  a  pass/fail  test  for  a  child  to  get  into  kindergarten? 

Dr.  Horn:  No.  The  assessment  initiative  is  not  in  any  way  intended  to  test 
individual  children  for  school  readiness.  The  data  will  be  used  to  improve  services  at 
the  program  level. 
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Mr.  Regula:  How  will  you  ensure  that  this  testing  won't  be  used  inappropriately 
to  drill  students  without  a  larger  learning  context  or  used  to  put  too  much  pressure  and 
stress  on  these  children's  little  bodies? 

Dr.  Horn:  The  assessment  of  individual  children  will  involve  a  short  period  of 
time,  perhaps  15  to  20  minutes,  in  the  spring  and  fall.  Great  care  will  be  taken  to  insure 
that  it  is  not  an  unduly  stressful  experience  for  children.  We  do  not  intend  for  programs 
to  concentrate  teaching,  time  and  activities  on  the  indicators  being  assessed  to  the 
exclusion  of  opportunities  for  children  to  learn  and  develop,  in  physical,  social- 
emotional,  creative  arts,  science  and  other  areas  of  cognitive  development.  Programs 
will  continue  to  be  held  accountable  for  implementing  comprehensive,  locally  selected 
curricula  as  mandated  by  the  Head  Start  Performance  Standards.  We  intend  for  every 
program  to  provide  daily  opportunities  for  all  children  to  engage  in  early  literacy, 
language  and  numeracy  activities,  group  experiences  and  individual  activities  which  are 
guided  by  teachers.  Guided  by  observations  and  local  ongoing  assessment  of  children, 
teachers  should  be  designing  and  adapting  activities  and  interactions  with  children  to 
support  their  learning  and  growth.  The  national  reporting  system  will  provide  a  new 
tool  to  document  the  quality  and  outcomes  of  these  efforts  on  a  consistent  basis  across 
classrooms,  centers  and  programs. 

RESEARCH  ON  HEAD  START 

Mr.  Regula:  What  does  recent  research,  such  as  that  collected  through  the  Head 
Start  Family  and  Child  Experiences  Survey  (FACES)  indicate  about  the  program? 

Dr.  Horn:  The  Head  Start  Family  and  Child  Experiences  Survey  (FACES)  is  an 
ongoing,  longitudinal  study  of  Head  Start  program  quality  and  child  outcomes,  which 
currently  has  two  nationally  representative  cohorts  (1997,  2000)  and  plans  for  a  third. 
FACES  provides  important  information  on  program  quality  over  time,  and  child 
outcomes  from  program  entry  through  kindergarten  follow-up.  FACES  uses  a  sample 
of  classrooms,  children,  and  families  that  is  scientifically  representative  of  all  Head 
Start  programs.  Although  FACES  does  not  include  a  comparison  group  and  therefore 
cannot  be  used  to  estimate  the  effectiveness  of  Head  Start,  it  does  provide  evidence  of 
differential  strengths  in  Head  Start  programs. 

Based  on  FACES,  Head  Start  has  achieved  overall,  good  program  quality  as 
measured  by  an  observational  measure  of  classroom  and  center  characteristics.  Head 
Start  gets  very  high  ratings  of  satisfaction  from  parents.  Gains  occur  across  the  Head 
Start  year  in  vocabulary  and  writing  skills.  For  the  roughly  16  percent  of  children  in 
Head  Start  with  a  suspected  or  diagnosed  disability,  80  percent  of  parents  reports  that 
Head  Start  had  helped  them  obtain  special  needs  resources  for  the  child. 

Yet,  we  have  not  seen  as  much  progress  as  we  would  like  in  activities  designed 
to  prepare  these  children  for  success  in  school.  Development  of  pre-reading  skills  such 
as  letter  recognition  or  book  knowledge,  or  enhanced  numeracy  skills  over  the  course  of 
the  Head  Start  year  showed  little  progress.  These  findings  show  that  children  enter 
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Head  Start  with  skills  that  are  substantially  below  national  averages  and  although  they 
make  gains  toward  national  averages  during  the  Head  Start  year,  especially  in 
vocabulary  and  early  writing  skills,  they  leave  Head  Start  still  below  national  averages. 
Children  also  show  progress  in  letter  recognition  and  early  math  skills,  but  not  advance 
against  national  averages.  Moreover,  no  reduction  in  the  frequency  of  problem 
behaviors,  such  as  aggression,  was  shown. 

Mr.  Regular  What  do  we  know  about  the  Head  Start  program  and  how  it  affects 
children's  learning  in  the  long  run  (beyond  Is'  or  2nd  grade)? 

Dr.  Horn:  While  the  Head  Start  FACES  study  and  the  Head  Start  Impact  Study 
do  not  follow  children  beyond  first  grade,  we  know  from  research  on  related, 
intervention  programs,  that  children  can  experience  long-term  benefits,  including  less 
need  for  special  education  services,  and  less  frequent  retention  in  grade.  The  Head 
Start/Public  School  Transition  Demonstration  Evaluation  found  that  Head  Start 
graduates  who  were  enrolled  in  elementary  schools  of  relatively  good  quality 
experienced  growth  in  such  areas  as  early  literacy  and  math  skills  and  reached  the 
national  average  by  third  grade. 

Into  Adulthood:  A  Study  of  the  Effects  of  Head  Start,  directed  by  High/Scope 
Educational  Research  Foundation,  presents  encouraging  findings  from  a  17-year  follow- 
up  study  of  622  young  adults  22  years  old  in  Colorado  and  Florida,  who  were  born  in 
poverty  and  did  or  did  not  attend  Head  Start  as  young  children.  The  researchers  located 
and  interviewed  77  percent  of  the  original  sample  of  children.  The  study  found 
evidence  of  important  effects  of  Head  Start  on  school  success  and  crime.  For  females 
(but  not  males)  at  one  study  site  after  adjusting  for  background  differences,  only  about 
one-fourth  as  many  Head  Start  participants  as  non-participants  (5%  versus  19%)  failed 
to  obtain  a  high  school  or  GED  diploma,  and  only  one-third  as  many  (5%  versus  15%) 
were  arrested  for  crimes. 

Since  no  studies  to  date  have  followed  samples  of  children  who  were  assigned  to 
receive  Head  Start  services  on  a  random,  scientific  basis,  these  conclusions  are  not  as 
firm  as  we  would  like.  But  research  does  tell  us  a  great  deal  about  the  skills  and 
knowledge  children  need  to  be  successful  in  school.  In  addition,  effects  of  small-scale, 
high-quality  early  education  programs  show  unequivocally  that  high-quality  infant  and 
preschool  programs  can  produce  large  and  lasting  benefits. 

Given  this  research,  President  Bush  believes  Head  Start  must  provide  more 
emphasis  on  early  learning  and  promote  the  best  methods  for  preparing  children  for 
success  in  school  by  making  early  education  a  top  priority. 

HEAD  START  QUALITY 

Mr.  Regula:  Is  the  quality  of  Head  Start  improving? 
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Dr.  Horn:  The  observed  quality  of  Head  Start  classrooms  consistently  averages 
in  the  "good"  range  using  standardized  measures.  In  addition,  FACES  2000  has  found 
that  Head  Start  teachers  have  higher  levels  of  educational  attainment  than  teachers 
studied  in  1997-1998.  In  FACES  2000,  Head  Start  children  are  scoring  higher  on 
assessments  of  letter  recognition  and  book  knowledge,  areas  in  which  they  lagged  in 
1997-1998. 

Mr.  Regula:  Are  children  progressing  in  certain  areas  of  development,  and  if  so, 

what? 

Dr.  Horn:  The  FACES  study  allows  comparisons  of  scores  with  national 
averages  for  children  of  all  income  levels.  Head  Start  children  make  significant 
progress,  greater  than  that  of  typical  same-age  peers  of  all  income  levels,  in  the  areas  of 
vocabulary  and  early  writing.  For  example,  English  proficient  children  in  FACES  2000 
gained  3.8  points  in  standard  scores  from  85.3  to  89.1.  Methodologists  have  called  such 
gains  "educationally  meaningful"  and  they  are  greater  than  the  gains  made  by  the 
typical  child  of  this  age,  regardless  of  income  level.  However,  they  do  not  raise  Head 
Start  children  to  the  national  average  in  vocabulary  scores.  Adding  in  children  who 
were  not  proficient  in  English  on  entry  into  the  program,  the  average  standard  score  in 
vocabulary  changes  from  81.4  to  85.7,  representing  a  gain  of  4.3  standard  score  points 
over  the  2000-2001  year.  Children  enter  Head  Start  with  vocabulary  scores  that  are  at 
about  the  16th  percentile  nationally. 

In  another  important  literacy  area,  pre-writing,  Head  Start  children  make 
significant  gains  relative  to  national  norms  (in  FACES  2000,  85.1  to  87.1,  2  points,  but 
are  still  below  national  averages.  This  gain  in  early  writing  is  slightly  smaller  than  that 
seen  in  FACES  1997. 

Head  Start  children  in  FACES  2000  are  making  more  progress  in  the  area  of 
letter  recognition  than  they  did  in  1997-1998.  Their  scores  meant  that  children  learned 
the  equivalent  of  5  additional  letters  in  Head  Start  and  knew  an  average  of  9  letters  at 
the  end  of  the  program  year.  In  relation  to  national  norms  on  the  Letter- Word  sub-test, 
Head  Start  children  advanced  about  as  much  as  the  typical  preschool-age  child,  and 
performed  better  than  the  1997  cohort. 

Book  and  print  concepts  do  not  have  national  norms  available,  but  in  FACES 
1997,  children  did  not  show  advances  in  this  type  of  knowledge  from  fall  to  spring.  By 
contrast,  in  FACES  2000,  mean  scores  showed  a  significant  gain,  from  1.61  in  the  fall  to 
2.46  in  the  spring. 

Mr.  Regula:  Are  there  areas  that  continue  to  lag,  and  if  so  how  do  we  improve 

these? 
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Dr.  Horn:  Significant  improvement  is  needed  in  children's  early  literacy  skills. 
In  general,  Head  Start  children  enter  the  program  with  scores  far  below  national 
averages.  While  they  make  progress  during  the  program  greater  than  that  of  the  typical 
child  of  their  age  in  such  key  areas  as  letter  recognition,  early  writing,  and  vocabulary, 
they  still  leave  the  program  with  scores  lower  than  the  national  averages. 

Improving  early  literacy  skills  is  an  important  priority  for  the  Department  and 
the  Administration.  We  are  focusing  local  Head  Start  programs'  attention  on  the 
important  academic  areas  of  early  literacy  and  early  math  that  needed  to  be 
strengthened.  The  Head  Start  Child  Outcomes  Framework  has  established  a  clearer  set 
of  expectations  for  early  childhood  curricula  in  Head  Start.  Programs  also  are  devoting 
more  attention  to  the  ongoing  assessment  of  children's  progress.  Locally,  Head  Start 
programs  are  assessing  children's  progress  in  the  areas  mandated  by  Congress,  including 
alphabet  knowledge,  phonemic  awareness,  numeracy,  and  book  handling  skills.  We 
also  are  launching  a  new  national  reporting  system  in  the  fall  of  2003  to  systematically 
track  children's  progress  in  a  number  of  these  key  areas 

In  the  summer  of  2002,  we  launched  Project  STEP,  an  intensive  professional 
development  effort  to  assure  that  every  Head  Start  teacher  has  the  knowledge  to  assure 
that  children  achieve  the  desired  skills  and  outcomes  regarding  early  literacy. 
Continuing  support  is  being  given  to  teachers  through  an  extensive  network  of  skilled, 
early  literacy  mentor-coaches.  Efforts  also  are  continuing  to  improve  the  education  and 
qualifications  of  Head  Start  teachers.  In  2002,  51  percent  had  a  college  degree  in  early 
childhood  education  or  a  related  field,  already  meeting  the  congressional  mandate  that 
at  least  50  percent  of  teachers  have  such  a  degree  by  the  end  of  fiscal  year  2003. 

INFORMATION  DISSEMINATION  TO  AT-HOME  CHILD  CAJRE  PROVIDERS 

Mr.  Regular  We  are  discovering  so  much  information  about  how  children  learn 
and  the  importance  of  providing  a  literacy-rich  environment  in  the  early  years  and 
bringing  this  element  into  federally-funded  child  care  programs.  How  do  you  get 
information  about  early  learning  into  the  hands  of  parents  who  care  for  children  in  then- 
own  homes? 

Dr.  Horn:  I  agree  that  it  is  critical  for  this  information  to  reach  all  caregivers  of 
young  children.  Scientific  research  clearly  demonstrates  that  parents  and  early  care  and 
education  providers  can  use  specific  activities  to  prepare  children  for  school.  We  need 
to  help  parents  and  caregivers  understand  the  steps  they  can  take  to  guide  children 
effectively  toward  successful  vocabulary  development,  pre-reading  and  numeracy  skills. 

Under  his  Good  Start,  Grow  Smart  initiative,  President  Bush  tasked  the  U.S. 
Department  of  Education  (ED)  with  providing  parents,  teachers,  and  caregivers  with 
information  on  early  learning.  In  response,  last  year  ED,  with  support  from  the  U.S. 
Department  of  Agriculture  (USDA)  and  U.S.  Department  of  Health  and  Human 
Services  (HHS)  developed  and  distributed,  in  hard  copy  and  online,  a  series  of  easy-to- 
understand  informational  booklets  for  parents  called  "Healthy  Start,  Grow  Smart."  This 
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series  is  modeled  after  materials  that  were  developed  as  an  initiative  of  Laura  Bush  as 
the  First  Lady  of  Texas  and  sponsored  by  the  Texas  Department  of  Health.  The  thirteen 
booklets  provide  information  on  ways  to  assure  the  health,  safety,  nutrition,  and 
cognitive  development  of  children  during  their  crucial  first  year.  The  U.S.  Department 
of  Education  has  developed  additional  informational  materials  targeted  to  parents, 
including  "Helping  Your  Preschool  Child"  and  "Helping  Your  Child  Become  a  Reader." 
HHS  has  promoted  and  distributed  these  materials,  for  example,  through  its  National 
Child  Care  Information  Center  (www.nccic.org>. 

The  HHS  Child  Care  Bureau  (CCB)  has  been  charged  with  implementing  other 
aspects  of  the  Good  Start,  Grow  Smart  initiative,  including  work  with  States  to  develop 
early  learning  guidelines,  professional  development  plans,  and  collaboration  plans. 
With  these  efforts,  the  Child  Care  Bureau  is  addressing  the  whole  spectrum  of  child  care 
providers,  including  unregulated,  informal  care  provided  by  family,  friends,  and 
neighbors.  CCB  is  designing  its  entire  technical  assistance  effort,  including  a  recent 
series  of  regional  planning  workshops,  to  meet  the  needs  of  the  spectrum  child  care 
settings  and  providers. 

While  promoting  cognitive  and  literacy  skills  is  an  essential  part  of  preparing 
children  for  school,  we  also  need  to  ensure  that  they  are  emotionally  and  socially  ready. 
The  Child  Care  and  Head  Start  Bureaus  have  jointly  funded  a  Center  for  the  Social  and 
Emotional  Foundations  for  Early  Learning.  The  Center  has  developed  a  series  of  "What 
Works  Briefs"  that  provide  easy-to-read,  "how-to"  information  on  evidence-based 
practices  that  promote  social  and  emotional  development  for  young  children  that  can  be 
applied  in  a  variety  of  settings-from  classrooms  to  homes.  The  briefs  are  available 
online  at:  www.csefel.uiuc.edu. 

As  we  develop  resources,  the  Child  Care  Bureau  is  looking  at  new  ways  of 
disseminating  information.  The  CCB  is  beginning  to  partner  with  a  number  of  networks 
that  reach  parents  and  other  caregivers,  including  Agriculture's  Cooperative  Extension 
Service  and  Education's  Ready  to  Learn  Television.  The  CCB  funds  Child  Care  Aware, 
a  website  and  hotline  that  helps  families  find  child  care,  but  also  includes  parenting 
information.  At  the  local  level,  child  care  resource  and  referral  agencies,  most  of  whom 
receive  funding  through  the  Child  Care  and  Development  Fund  (administered  by  CCB), 
disseminate  information  on  a  variety  of  topics,  including  early  learning.  Effective 
dissemination  will  involve  a  variety  of  stakeholders  that  interact  with  families, 
including  libraries,  pediatricians,  health  departments,  and  faith-based  organizations. 

MONTGOMERY  COUNTY  MARYLAND  PRESCHOOL  PROGRAM 

Mr.  Regula:  I  recently  read  an  article  in  the  Washington  Post  which  described 
how  Montgomery  County,  Maryland  is  abandoning  the  traditional  Head  Start  program 
in  favor  of  a  new  locally-developed  preschool  program.  Are  you  familiar  with  this 
situation,  and  can  you  tell  the  Subcommittee  more  about  why  Montgomery  County  is 
making  this  change? 
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Dr.  Horn:  Montgomery  County,  Maryland  has  been  a  Head  Start  grantee  for 
many  years.  It,  like  all  other  Head  Start  grantees,  is  required  to  match  federal  grant 
funds  at  a  rate  of  1  local  dollar  for  every  $4  in  Federal  Head  Start  monies.  Montgomery 
County,  in  fact,  has  for  years  exceeded  that  requirement  and  the  extra  funds  made 
available  by  the  county  were  used  to  serve  several  hundred  more  children  in  Head  Start 
than  would  have  otherwise  been  possible.  Montgomery  County  was  considering 
reducing  its  non-federal  match  to  the  required  minimum  and  using  the  remaining  county 
funds  to  provide  an  early  childhood  program  to  the  county's  low-income  children  that 
would  have  focused  on  education  but  would  not  have  included  many  of  the  other 
component  parts  of  Head  Start  such  as  social  services,  health,  nutrition,  etc. 

It  is  my  understanding  that  the  county  has  decided  for  now  not  to  pursue  this  and 
will  continue  to  make  available  county  funds  to  serve  children  in  a  comprehensive  Head 
Start  program. 

Mr.  Regula:  What  sort  of  things  they  are  including  in  their  new  preschool 
program  that  differ  from  what  they  did  under  the  Head  Start  authority? 

Dr.  Horn:  It  is  my  understanding  that  their  program  would  have  been  focused  on 
early  childhood  education  and  not  included  other  services  that  are  provided  by  Head 
Start  grantees  including  health,  mental  health,  nutrition,  etc.  It  would  have  operated  for 
only  2  1/2  hours  per  day. 

Mr.  Regula:  How  does  the  cost  per  child  compare  with  the  Head  Start  program? 

Dr.  Horn:  The  cost  per  child  for  the  Montgomery  County  Early  Childhood 
Education  program  was  estimated  by  the  county  to  have  been  approximately  $2,700  per 
child.  Head  Start's  average  per  child  costs,  in  FY  2002,  was  $6,71 1 . 

Mr.  Regula:  How  are  they  funding  this  new  program? 

Dr.  Horn:  They  would  have  used  the  excess  "match"  funds  that  were  allocated 
to  their  Head  Start  grant. 

CHILDREN  WITH  DISABILITIES 

Mr.  Regula:  We  know  that  children  with  disabilities  can  make  dramatic  gains  in 
terms  of  cognitive  and  social  development  if  needs  are  identified  early  and  quality 
intervention  is  provided.  How  does  the  Head  Start  program  train  teachers  to  identify 
potential  development  problems  early  on? 

Dr.  Horn:  Head  Start  and  Early  Head  Start  programs  work  with  families  and 
community  partners  to  enable  the  early  identification  of  child  development  problems. 
For  many  children,  enrollment  in  Head  Start  provides  the  first  indication  that  a  disability 
or  health  condition  may  be  affecting  their  development.  Each  program  must  plan  and 
implement  a  sound,  systematic  approach  for  developmental  screening  and  ongoing 
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assessment  of  children's  development.  This  screening  and  assessment  system  must 
include  the  careful  selection  and  administration  of  instruments  and  procedures  and  the 
competent  interpretation  of  results.  Head  Start  programs  must  assure  that  screenings 
and  assessments  are  conducted  by  appropriately  trained  individuals.  In  addition  to  the 
work  of  Head  Start  teachers  and  staff  some  of  the  screening  (e.g.,  vision  screening) 
may  be  conducted  through  agreements  with  community  partners  from  local  special 
education/early  intervention,  health,  and  mental  health  agencies.  To  help  families 
acquire  services  more  quickly,  and  to  reduce  duplication  of  efforts,  Head  Start  and  Early 
Head  Start  programs  work  collaboratively  with  the  Local  Education  Agency  and  the 
Early  Intervention  agencies  in  their  communities  to  identify  and  serve  young  children 
with  disabilities. 

For  some  children,  the  results  of  screening  procedures,  combined  with 
information  available  from  the  ongoing  assessment  of  their  progress,  may  indicate  the 
need  for  referral  for  a  formal  evaluation  by  a  professional.  The  formal  evaluation, 
utilizing  multiple  sources  of  information  from  the  family  and  program  (including  the 
ongoing  developmental  assessment  of  the  child)  will  more  fully  assess  the  child's  status, 
and  determine  what  intervention  maybe  needed,  (e.g.,  special  education  or  related 
services). 

Mr.  Regula:  How  are  these  teachers  trained  to  provide  the  sorts  of  early 
interventions  that  are  critical  to  the  child's  future  success? 

Dr.  Horn:  Head  Start  and  Early  Head  Start  programs  must  provide  teachers  with 
the  training,  supervision  and  support  they  need  to  address  the  objectives  outlined  in  the 
individualized  plan  (IEP/IFSP)  for  each  child  with  a  disability.  To  accomplish  this,  the 
special  education  teachers  and/or  therapists  (typically  employed  by  the  local  education 
or  early  intervention  agency)  provide  special  services  in  the  Head  Start/Early  Head  Start 
setting,  including  regular  consultation  with  the  Head  Start  teachers.  This  consultation 
focuses  on  how  to  support  children's  progress  on  individualized  objectives  during  their 
participation  in  the  Head  Start  program's  daily  activities 

In  addition  to  the  training,  supervision,  and  support  that  Head  Start  teachers 
receive  to  implement  educational  plans  for  children,  Head  Start  programs  provide 
training  to  all  staff  on  more  general  issues  of  serving  children  with  disabilities  and  their 
families.  This  training  often  utilizes  resources  available  from  their  local  and  state-level 
special  education  partners.  The  Head  Start  Bureau  also  provides  information,  framing 
and  technical  assistance  that  supports  the  inclusion  of  children  with  disabilities. 

HEAD  START  BUDGET  REQUEST 

Mr.  Regula:  What  specifically  will  the  increase  requested  in  Head  Start  for 
fiscal  year  2004  be  used  for? 

Dr.  Horn:  The  President's  proposed  FY  2004  budget  requests  an  increase  in 
Head  Start  frmding  of  $148  million  which  will  be  used  to  award  a  2.2  percent  funding 
increase  for  each  grantee  to  offset  inflationary  increases  and  maintain  competitive 
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salaries  for  teachers.  In  addition,  the  budget  proposes  to  reallocate  approximately 
$68  million  in  training  and  technical  assistance  funds  which  would  be  used  to  increase 
Head  Start  enrollment  by  approximately  10,500  children  in  those  areas  of  the  country 
with  the  greatest  unmet  need  for  Head  Start  services.  The  use  of  funds  in  this  manner 
is  dependent  on  enactment  of  the  Administration's  proposed  reauthorization  package. 

Mr.  Regula:  Does  the  President's  request  include  sufficient  funding  to  carry  out 
the  quality  improvements  required  by  the  Head  Start  statute? 

Dr.  Horn:  There  is  no  specific  quality  improvement  funding,  as  defined  in 
Section  640  of  the  Head  Start  Act,  included  in  this  request.  Such  funding  does  not 
happen  unless  any  given  fiscal  year's  appropriation  exceeds  the  previous  year  by  more 
than  the  rate  of  inflation.  The  President's  request  is  equal  to  the  expected  rate  of 
inflation.  However,  the  President's  proposed  budget  does  allow  programs  to  increase 
staff  salaries  and  benefits  by  2.2  percent  and,  in  so  doing,  allow  programs  to  attract  and 
retain  qualified  staff. 

In  addition,  Head  Start  grantees  have  received  significant  increases  in  quality 
funding  in  the  last  few  years  which  will  enable  them  to  continue  providing  high  quality 
services  to  Head  Start  children  and  Families.  For  example,  in  one  of  the  more  important 
quality  improvements  mandated  in  the  Head  Start  Act,  grantees  have  increased  the 
percentage  of  Head  Start  teachers  with  qualifying  college  degrees  from  37  percent  in 
1999  to  51  percent  2002. 

Mr.  Regula:  What  does  the  request  include  in  terms  of  services  for  Early  Head 

Start? 

Dr.  Horn:  The  FY  2004  request  proposes  an  increase  in  Early  Head  Start 
funding  of  2.2  percent,  or  $14.8  million.  These  funds  will  be  used  to  allow  Early  Head 
Start  grantees  to  offset  inflationary  increases  and  maintain  competitive  salaries  for 
teachers  and  other  Early  Head  Start  staff.  Under  this  budget  request  approximately 
62,000  children  will  receive  Early  Head  Start  services,  the  same  number  of  children  as 
provided  in  the  FY  2003  budget. 

Mr.  Regula:  What  cost  of  living  increase  is  included  for  Head  Start  in  the 
President's  request? 

Dr.  Horn:  The  President's  budget  proposes  a  cost-of-living  increase  of 
2.2  percent. 

INDEPENDENT  LIVING  TRAINING  VOUCHERS 

Mr.  Regula:  A  significant  increase  has  been  requested  for  the  independent 
living  training  vouchers  program.  Why  such  a  large  increase  for  a  program  that  is  just 
beginning  in  fiscal  year  2003? 
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Dr.  Horn:  The  proposed  budget  request  for  FY  2004  of  S60  million  is  the  same 
as  the  FY  2003  request.  In  FY  2003,  the  Education  and  Training  Vouchers  Program  was 
appropriated  at  about  $42  million  less  a  recision  of  .65  percent.  The  FY  2004  budget 
request  restores  support  for  this  program  to  the  original  full  authorization  level. 

The  full  authorization  would  allow  us  to  continue  supporting  State  efforts  to 
meet  the  needs  of  this  highly  vulnerable  population.  These  vouchers  would  provide 
youth  an  additional  resource  to  prepare  for  adult  living,  increasing  the  prospect  that  they 
will  be  able  to  secure  work  and  become  contributing  members  of  society. 

Mr.  Regular  How  does  this  program  work? 

Dr.  Horn:  States  are  awarded  funds  annually  based  on  the  ratio  of  the  number  of 
children  and  youth  in  foster  care  in  a  State  to  the  national  total  of  those  in  care.  With 
these  funds.  States  can  provide  vouchers  of  up  to  $5,000  per  year  to  each  youth  eligible 
for  post  secondary  educational  and  training  assistance.  The  vouchers  cover  expenses 
such  as  tuition,  books,  fees,  uniforms,  equipment,  and  other  allowable  costs  related  to 
attending  college,  vocational  school  or  other  accredited  educational  institutions. 

States  are  responsible  for  establishing  specific  guidelines  for  determining  the 
application  procedures  for  the  award  of  the  educational  and  training  vouchers.  They 
also  are  responsible  for  conducting  outreach  to  identify  and  inform  potentially  eligible 
youth.  Caseworkers  work  with  youth  in  care  to  develop  and  implement  educational 
plans  geared  toward  successful  completion  of  high  school  and  preparation  and 
admission  into  post  secondary  education  and  training  institutions  to  ensure  readiness. 

Mr.  Regula:  For  what  types  of  services  can  a  child  who  receives  a  voucher  use 

it? 

Dr.  Horn:  States  have  the  flexibility  and  resources  to  implement,  expand  and 
strengthen  the  voucher  program  to  meet  the  needs  of  those  eligible  youth  within  their 
jurisdictions.  The  vouchers  can  cover  expenses  such  as  tuition,  books,  fees,  equipment, 
and  supplies,  uniforms  and  other  related  costs  associated  with  attending  college,  trade 
school  or  other  accredited  educational  institutions.  A  youth  also  may  use  the  voucher 
for  services  including,  but  not  limited  to,  tutoring,  mentoring,  housing  and  school- 
related  travel. 

Mr.  Regula:  What  statistics  are  there  about  the  numbers  of  children  that  are 
eligible  for  these  vouchers?  Without  the  voucher  program,  what  percentage  of  children 
leaving  foster  care  go  on  to  receive  either  a  college  education  or  technical  training  post- 
high  school? 

Dr.  Horn:  We  estimate  approximately  20,000  youth  age  out  of  foster  care  each 
year.  The  majority  of  these  youth,  as  well  as  youth  adopted  after  age  16  are  eligible  to 
participate  in  the  voucher  program.  Also,  it  is  likely  that  there  are  twice  as  many  former 
foster  care  youth  under  age  21  who  need  assistance  to  enter  and  successfully  complete 
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some  form  of  post-secondary  education  or  training.  According  to  the  law,  they  also 
would  be  eligible  to  receive  assistance  under  the  program. 

Presently,  we  have  no  definitive  national  data  about  the  educational  outcomes 
for  youth  in  foster  care.  However,  recent  surveys,  testimony  from  the  youth  themselves 
and  a  few  small  studies  indicate  that  the  overall  educational  outcomes  for  this 
population  leave  a  lot  to  be  desired.  Too  many  of  these  youth  have  not  finished  high 
school  or  obtained  a  GED  (general  equivalency  diploma).  According  to  the  National 
Foster  Care  Coalition,  students  in  out-of-home  care  are  57  percent  less  likely  to 
complete  high  school  compared  to  their  peers  in  the  general  population.  With  few 
exceptions,  the  prospect  of  these  youth  going  on  to  post-secondary  education  and 
training  is  even  more  dismal.  We  expect  that  the  opportunities  for  post-secondary 
education  financial  support  will  provide  an  incentive  for  foster  care  children  to  complete 
high  school  and  go  further  in  their  education. 

Mr.  Regula:  What  kinds  of  goals  have  been  created  to  assess  the  performance  of 
this  program? 

Dr.  Horn:  We  are  developing  a  national  data  base  containing  outcome  measures, 
indicators  and  data  elements,  including  those  specifically  related  to  the  educational 
status  and  attainment  of  youth  in  foster  care  and  those  aging  out  of  care.  The  national 
database  has  been  developed  as  a  result  of  an  extensive  consultation  process  mandated 
by  the  Foster  Care  Independence  Act  of  1999.  The  Act  authorized  the  development  of 
outcome  measures  that  could  be  used  to  assess  the  performance  of  States  in  operating 
independent  living  programs;  and  to  identify  data  elements  needed  to  track  the 
characteristics  of  youth  served  and  the  services  they  receive.  We  will  implement  a 
uniform  reporting  system  through  regulation  and  use  the  data  reported  by  States  for 
analysis  and  reporting  purposes. 

COMMUNITY  SERVICES  BLOCK  GRANT 

Mr.  Regula:  There  is  a  $  1 5 1  million  reduction  for  the  Community  Services 
Block  Grant  program.  According  to  the  budget  justification  the  rationale  for  the 
reduction  is  a  lack  of  strong  performance  data.  Please  tell  us  about  the  proposals  to 
improve  this  program. 

Dr.  Horn:  The  President's  budget  proposes  to  strengthen  program  accountability 
in  reauthorizing  the  Community  Services  Block  Grant  (CSBG).  Under  the  proposal 
States  would  be  required  to  ensure  that  all  Community  Action  Agencies  and  other 
organizations  administering  CSBG  assess  their  program  outcomes.  Organizations  that 
are  not  performing  at  an  acceptable  level  may  lose  their  designation  as  a  service 
provider  if  corrections  are  not  made.  A  state-run  competition  would  be  held  to 
designate  a  new  organization  to  replace  the  agency  that  has  failed  to  meet  performance 
outcomes. 
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The  Administration  is  working  collaboratively  with  State  CSBG  authorities  and 
local  eligible  entities  to  identify  approximately  10  to  12  national  performance  indicators 
for  the  CSBG  program.  Most  of  the  outcome  measures  being  considered  are  those  for 
which  data  are  now  being  collected  from  a  majority  of  States  and  eligible  entities 
through  "Results  Oriented  Management  and  Accountability,"  or  ROMA.  ROMA  has 
been  a  bottom-up,  mostly  voluntary,  process  over  the  past  nine  years  to  install 
performance-based  systems  among  States  and  local  agencies  receiving  CSBG  funding. 
By  making  these  outcome  measures  mandatory,  as  part  of  the  CSBG  reauthorization, 
more  consistent  data  can  be  collected  and  an  analysis  of  effectiveness  can  be  conducted 
for  each  grantee. 

PROMOTING  SAFE  AND  STABLE  FAMILIES 

Mr.  Regula:  Over  the  past  two  years  the  Administration  has  requested 
significant  increases  for  the  discretionary  portion  of  the  Promoting  Safe  and  Stable 
Families  program.  This  year  that  increase  is  over  S 1 00  million,  doubling  the  program 
from  the  2003  enacted  appropriation.  What  is  the  rationale  for  this  increase? 

Dr.  Horn:  Legislation  was  enacted  in  November,  2002  to  reauthorize  this 
program  through  FY  2006  and  increase  the  authorization  to  $505,000,000  for  each  year. 
The  new  law  authorized  mandatory  funding  of  $305  million  for  FY  2002  through 
FY  2006  with  the  existing  set-aside  amounts.  The  law  also  authorized  additional 
discretionary  funding  of  $200  million  for  FY  2002  through  2006.  From  any 
discretionary  funding,  the  law  provides  a  3.3  percent  set-aside  for  evaluation,  research 
and  technical  assistance,  a  3.3  percent  set-aside  for  State  Court  Improvements  and  a 
2  percent  set-aside  for  grants  to  tribes.  By  increasing  the  funds  for  Safe  and  Stable 
Families  programs  and  supporting  more  preventive  efforts  to  help  families  in  crisis,  the 
prospect  of  children  living  in  a  safe  and  permanent  homes  is  enhanced. 

Mr.  Regula:  What  services  are  provided  through  this  program? 

Dr.  Horn:  This  program  requires  States  to  spend  a  significant  portion  of  their 
funds  on  four  types  of  programs  meant  to  either  keep  families  together  or  to  expedite 
permanency  for  children. 

•  Family  preservation  services  are  services  designed  to  help  families  alleviate  crises; 
maintain  the  safety  of  children  in  their  own  homes;  support  families  who  are 
preparing  to  reunify  or  adopt,  and  assist  families  to  obtain  services  and  other 
support  necessary  to  address  their  multiple  needs  in  a  culturally  sensitive  manner. 
The  definition  was  amended  in  the  recent  reauthorization  to  allow  States  to  support 
infant  safe  haven  programs. 

•  Family  support  services  are  primarily  community-based  preventive  activities 
designed  to  promote  parental  competencies  and  behaviors  that  will  increase  the 
ability  of  families  to  successfully  nurture  their  children;  enable  families  to  use  other 
resources  and  opportunities  available  in  the  community;  create  supportive  networks 
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to  enhance  child-rearing  abilities  of  parents  and  help  compensate  for  the  increased 
social  isolation  and  vulnerability  of  families;  and  strengthen  parental  relationships 
and  promote  healthy  marriages. 

•  Time-limited  reunification  services  are  provided  to  a  child  that  is  removed  from 
home  and  placed  in  foster  care  and  to  the  parents  or  primary  caregiver.  These 
services  are  available  only  during  a  child's  first  1 5  months  in  foster  care  in  order  to 
facilitate  the  safe  and  timely  reunification  of  the  family. 

•  Adoption  promotion  and  support  services  are  designed  to  encourage  more  adoptions 
out  of  foster  care  when  adoptions  promote  the  best  interests  of  the  children.  They 
include  pre-  and  post-adoption  sendees  designed  to  expedite  the  adoption  process 
and  support  adoptive  families. 

A  few  of  the  many  examples  of  how  States  use  these  funds  include: 

•  the  establishment  of  community  Family  Resource  Centers  where  parenting 
classes,  or  supervised  visitation  or  other  services  occur; 

•  contracting  with  adoption  agencies  to  recruit  families: 

•  mental  health  and  substance  abuse  help; 

•  respite  care;  and 

•  transportation. 

MENTORING  CHILDREN  OF  PRISONERS 

Mr.  Regula:  The  fiscal  year  2003  appropriation  included  nearly  SI 0  million  to 
fund  the  first  year  of  a  new,  Mentoring  Children  of  Prisoners  program.  The  budget 
request  for  2004  is  five  times  that  amount,  S50  million.  What  is  the  rationale  for  such  a 
significant  increase  particularly  when  the  program  is  just  getting  started? 

Dr.  Horn:  Approximately  2.1  percent  of  all  children  in  the  United  States  has  a 
parent  in  Federal  or  State  Prison  -  almost  2  million  children.  The  President  is 
committed  to  supporting  the  training  and  recruitment  of  a  cadre  of  mentors  to  serve  as 
positive  role  models  for  more  than  6,000  children  of  incarcerated  persons  with  the  FY 
2003  appropriation  of  $9.9  million.  The  $40  million  increase  in  the  Mentoring  Children 
of  Prisoners  Program  will  allow  an  additional  26,000  children  and  families  to  be  served. 

Mr.  Regula:  Have  there  been  positive  responses  to  the  new  program? 

Dr.  Horn:  Yes,  we  have  received  numerous  inquiries  about  the  program  from 
community  and  faith  based  entities  as  well  as  States  and  local  governmental  agencies,  in 
anticipation  of  release  of  the  grant  announcement. 

Mr.  Regula:  What  kinds  of  programs  and  services  will  be  provided  to  these 
children? 
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Dr.  Horn:  We  expect  to  receive  numerous  applications  for  the  Mentoring 
Children  of  Prisoners  Program,  proposing  to  provide  a  wide  array  of  mentoring 
strategies  and  services.  We  expect  the  mentors  to  be  adults  who,  with  parents,  will 
provide  young  people  with  support,  counsel,  friendship,  reinforcement,  and  a 
constructive  example.  The  mentors  will  be  good  listeners;  people  who  care,  who  want 
to  help  children  and  youth  bring  out  the  strengths  that  are  already  within  them. 

Mr.  Regula:  Does  the  program  seek  to  attain  the  involvement  of  the  parent  who 
is  incarcerated  and  other  family  members,  if  so,  how? 

Dr.  Horn:  Yes,  according  to  the  Bureau  of  Prisons  there  is  evidence  to  suggest 
that  inmates  who  are  connected  to  their  children  and  families  are  more  likely  to  avoid 
negative  incidents  and  have  reduced  sentences.  Grantees  will  be  expected  to  work  with 
the  appropriate  corrections  officials  in  order  to  make  sure  that  the  entire  family  is 
actively  engaged  in  the  mentoring  process.  This  will  be  done  through  visits,  phone 
conversations  or  letters  when  appropriate.  The  program  will  also  be  designed  so  that 
when  appropriate  the  reunification  of  the  incarcerated  parent  and  the  family  will  be  a 
natural  one  with  realistic  expectations. 

COMPASSION  CAPITAL  FUND 

Mr.  Regula:  Please  tell  us  about  the  types  of  activities  that  are  being  funded 
through  the  Compassion  Capital  Fund  and  define  for  the  Committee  and  give  an 
example  of  an  "intermediary  organization"  that  would  receive  a  grant  under  this 
program. 

Dr.  Horn:  An  intermediary  organization  serves  as  a  bridge  between  the  federal 
government  and  small  faith-based  and  community  organizations  that  the  CCF  program 
is  designed  to  assist.  Intermediaries  assist  these  small  groups,  for  example,  in  their 
efforts  to  improve  effectiveness  and  organizational  management,  access  funds  from 
diverse  sources  and  manage  those  funds,  develop  and  train  staff,  expand  the  types  and 
reach  of  social  services  programs  in  their  communities,  and  develop  promising 
collaboration  among  organizations  dedicated  to  social  service  delivery. 

Examples  of  CCF  Grantees: 

Associated  Black  Charities,  a  Baltimore-based  intermediary,  offers  a  wide  range  of 
training,  technical  assistance,  and  sub-awards  to  faith-based  and  community 
organizations  providing  social  services  in  Baltimore  and  select  Maryland  counties. 
Associated  Black  Charities,  in  collaboration  with  community  and  university  partners, 
will  build  the  capacity  of  participant  grassroots  organizations  so  that  they  may 
strengthen  social  service  delivery  to  individuals,  families,  and  communities. 

Montana  State  University,  Montana  Office  of  Rural  Health,  in  Bozeman,  Montana, 
has  collaborated  with  1 5  health  organizations  throughout  Montana,  including  Blue 
Cross  Blue  Shield  of  Montana,  Lutheran  Social  Services,  the  Parish  Nurse  Center  of 
Carroll  College,  the  Montana  Association  of  Jewish  Communities,  and  the  Montana 
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Hospital  Association  to  offer  a  wide  range  of  capacity-building  assistance  to  faith-based 
and  community  health  service  organizations,  including  organizations  serving  Native 
Americans. 

Nueva  Esperanza,  a  faith-based  community  economic  development  corporation  with  a 
history  of  service  to  Latino  communities,  is  offering  technical  assistance,  training,  and 
sub-awards  to  Latino  organizations  to  increase  their  capacity  to  serve  their  communities. 
In  the  first  year  of  the  program,  Nueva  Esperanza  will  assist  organizations  in  Southern 
California,  Southern/Central  Florida,  the  Delaware  and  Lehigh  Valleys/Southern  New 
Jersey  region,  and  Seattle. 

Father  Joe's  Villages,  based  in  San  Diego,  CA,  is  a  nationally  renowned  model  for  the 
provision  of  comprehensive  and  integrated  social  services  to  the  homeless.  Father  Joe's 
project  will  offer  training  and  sub-awards  to  faith-based  and  community  organizations 
to  assist  in  building  collaborations  and  networks  of  organizations,  and  will  disseminate 
best  practices  in  the  area  of  homelessness  services. 

Volunteers  of  America,  a  national  faith-based  organization  with  a  history  of  social 
service  delivery,  is  offering  training,  mentoring,  and  sub-awards  to  organizations 
helping  the  poor  in  the  Greater  Cincinnati  metropolitan  area  and  the  Mississippi- 
Alabama  coast  area.  Volunteers  of  America  is  developing  its  program  to  serve  as  a 
replicable  model  for  other  intermediaries  to  follow  in  their  service  to  faith-based  and 
community  organizations  in  their  communities. 

PROMOTING  RESPONSIBLE  FATHERHOOD  AND  HEALTHY  MARRIAGE 

Mr.  Regula:  The  budget  request  includes  $20  million  in  funding  for  the 
Promoting  Responsible  Fatherhood  program  again  this  fiscal  year,  but  it  is  still  an 
unauthorized  program.  What  is  the  status  of  that  legislation? 

Dr.  Horn:  The  legislation  is  incorporated  into  section  119  of  HR  4,  which 
passed  the  House  on  February  13th.  It  also  is  included  in  S  5,  which  has  been  introduced 
into  the  Senate  and  referred  to  the  Senate  Finance  committee. 

Mr.  Regula:  What  are  the  details  of  the  program?  How  will  this  program  work? 

Dr.  Horn:  The  program  would  be  funded  at  $20  million  a  year,  for  fiscal  years 
2004-2008,  providing  three  kinds  of  grants  with  varying  matching  requirements: 

1)  Full  service  grants  must  address  all  four  objectives  of  the  program,  as  follows: 

•        Promoting  responsible,  caring,  and  effective  parenting  through  counseling, 

mentoring,  and  parenting  education,  dissemination  of  educational  materials  and 
information  on  parenting  skills,  encouragement  of  positive  father  involvement, 
including  the  positive  involvement  of  nonresident  fathers,  and  other  methods. 
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•  Enhancing  the  ability  and  commitment  of  unemployed  or  low-income  fathers  to 
provide  material  support  for  their  families  and  to  avoid  or  leave  welfare  by 
assisting  them  to  take  full  advantage  of  education,  job  training,  and  job  search 
programs,  to  improve  work  habits  and  work  skills,  to  secure  career  advancement 
by  activities  such  as  outreach  and  information  dissemination,  coordination,  as 
appropriate,  with  employment  services  and  job  training  programs,  including  the 
One-Stop  delivery  system  established  under  title  I  of  the  Workforce  Investment 
Act  of  1998,  encouragement  and  support  of  timely  payment  of  current  child 
support  and  regular  payment  toward  past  due  child  support  obligations  in 
appropriate  cases,  and  other  methods. 

•  Improving  fathers'  ability  to  effectively  manage  family  business  affairs  by 
means  such  as  education,  counseling,  and  mentoring  in  matters  including 
household  management,  budgeting,  banking,  and  handling  of  financial 
transactions,  time  management,  and  home  maintenance. 

Encouraging  and  supporting  healthy  marriages  and  married  fatherhood  through 
such  activities  as  premarital  education,  including  the  use  of  premarital 
inventories,  marriage  preparation  programs,  skills-based  marriage  education 
programs,  marital  therapy,  couples  counseling,  divorce  education  and  reduction 
programs,  divorce  mediation  and  counseling,  relationship  skills  enhancement 
programs,  including  those  designed  to  reduce  child  abuse  and  domestic  violence, 
and  dissemination  of  information  about  the  benefits  of  marriage  for  both  parents 
and  children. 

2)  Smaller  limited  purpose  grants  of  up  to  $25,000  per  grant  would  only  be  required  to 
address  1  of  the  4  objectives. 

3)  Two  Multicity/State  Demonstration  Projects  will  be  funded  and  must  meet  all  4 
objectives  of  the  full  service  grants.  Eligible  entities  for  these  grants  are  national  non- 
profit fatherhood  promotion  organizations  with  experience  in  mulitcity/state  and 
government  coordination. 

Mr.  Regular  What  kinds  of  entities  would  receive  funding  under  this  proposal? 
States?  Community-  and  faith-based  organizations? 

Dr.  Horn:  Public  and  non-profit  community  entities,  including  religious 
organizations  and  Indian  tribes  and  tribal  organizations,  could  receive  funding  under 
this  proposal. 

Mr.  Regula:  Are  there  States  or  communities  that  have  successful  programs  that 
this  federally  sponsored  program  is  modeling?  If  so,  please  describe  those  programs? 
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Dr.  Horn:  There  have  been  two  major  multi-state/site  demonstrations  of 
responsible  fatherhood  programs  with  evaluations  documenting  effectiveness. 

The  first  group  of  projects  called  "Parents  Fair  Share"  was  demonstrated  from 
1994-1996  in  Dayton,  Ohio;  Grand  Rapids,  Michigan;  Jacksonville,  Florida;  Los 
Angeles,  California;  Memphis,  Tennessee;  and  Springfield,  Massachusetts  and 
evaluated  by  Manpower  Development  and  Research  Corp  (MDRC).  The  final 
evaluation  (November  2001)  concluded: 

•  The  program  increased  employment  rates  and  earnings  for  the  most 
disadvantaged  men. 

•  Fathers'  involvement  with  their  children  was  most  increased  for  those  with  low 
initial  levels  of  contact. 

Fathers  that  were  brought  in  for  eligibility  screening  increased  child  support 
payments. 

Fathers  found  eligible  for  the  program  increased  their  child  support  payments. 

The  second  group  of  multi-state/site  responsible  fatherhood  programs,  called  the 
Office  of  Child  Support  (OCSE)  Fatherhood  Programs,  was  conducted  in  1998-2000. 
These  projects  were  in  San  Mateo,  California;  El  Paso  Co.,  Colorado;  Baltimore, 
Maryland;  Boston,  Massachusetts,  Belknap,  Hillsborough  and  Merrimack  Counties, 
New  Hampshire;  Tacoma,  Washington;  and  Racine,  Wisconsin.  Principal  findings  in  a 
preliminary  2002  report  by  Policy  Studies,  Inc.  and  Center  for  Policy  Research  are  as 
follows: 

•  High  increases  in  earnings  were  reported  in  most  sites. 

•  Increases  in  employment  were  reported  in  the  sites. 

•  Many  fathers  report  additional  time  with  children. 

Fathers  who  previously  reported  no  child  support  payments  reported  paying 
some  child  support. 

INDIVIDUAL  DEVELOPMENT  ACCOUNTS 

Mr.  Regular  Please  describe  this  program.  Who  is  served?  How  do  individuals 
become  aware  of  this  opportunity?  How  are  funds  managed  and  invested?  How  many 
people  are  currently  taking  part  in  this  demonstration  program? 

Dr.  Horn:  Individual  development  accounts  (ID As)  are  asset-development 
programs  established  by  the  Assets  for  Independence  Act  of  1998.  This  program 
provides  funding  for  competitively  awarded  grants  to  non-profit  organizations,  local, 
State  and  Tribal  governments  partnering  with  non-profit  organizations,  and  community 
development  financial  institutions.  Grantees  enroll  IDA  participants  who  must  be 
below  200  percent  of  the  federal  poverty  level  and  have  assets  below  $10,000  excluding 
a  home  and  primary  vehicle.  IDA  participants  and  the  program  sponsor  (grantee)  open 
up  a  matched  savings  account.  Participants  deposit  their  savings  on  a  monthly  basis  and 
these  savings  are  matched  anywhere  from  1-to-l  to  8-to-l  depending  on  the  program 
sponsor.  The  funds  can  only  be  used  towards  first-time  homeownership,  business 
development  and  post-secondary  education  and  training. 
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Funds  are  raised  by  the  EDA  program  sponsor  and  managed  by  FDIC-insured 
financial  institutions.  The  legislation  requires  a  reserve  fund  to  be  established  at  the 
financial  institution  participating  in  the  IDA  initiative  in  which  match  funds  are 
retained.  Participants'  funds  are  maintained  in  parallel  accounts.  Funds  cannot  be 
withdrawn  except  for  explicit  emergencies  such  as  the  participant  facing  eviction. 
Other  requests  for  withdrawals  before  asset  attainment  result  in  expulsion  from  the 
program,  per  the  statute.  Individuals  do  not  have  access  to  match  funds  in  the  case  of 
emergencies  and  withdrawals  other  than  for  the  purchase  of  the  asset. 

Approximately,  10,000  people  participate  in  these  IDA  grants.  The  participants 
are  all  low  and  moderate  income  individuals  and  families.  Individuals  become  aware  of 
the  program  through  outreach  and  marketing  from  IDA  sponsors  who  are  charged  to 
recruit  participants.  Grantees  report  that  word-of-mouth  from  individuals  who  have 
succeeded  with  IDAs  has  assisted  in  recruitment  for  programs. 

When  a  program  participant  meets  his  or  her  savings  goal  and  investment  plan, 
and  completes  asset-development  framing,  the  savings  and  match  funds  can  be 
withdrawn  for  asset  purchase  (homeownership,  business  development  and  education). 
These  funds  must  go  to  a  third  party:  a  bank  for  homeownership,  vendor  for  business 
development  and/or  educational  institution. 

OFFICE  OF  REFUGEE  RESETTLEMENT 

Mr.  Regula:  In  the  Homeland  Security  Act,  the  Unaccompanied  Alien  Children 
program  at  INS  was  transferred  to  the  Office  of  Refugee  Resettlement  in  ACF.  What 
was  the  rationale  for  this  transfer? 

Dr.  Horn:  For  more  than  twenty  years,  the  Office  of  Refugee  Resettlement 
(ORR)  has  provided  funds  and  overall  management  for  the  care  and  support  of  refugee 
unaccompanied  minors.  Altogether,  about  1 1,700  youths  have  participated  in  the 
refugee  unaccompanied  minor  program,  most  of  them  under  foster  care  and  group  home 
arrangements.  Recognizing  that  these  types  of  arrangements  may  more  provide 
appropriate  support  for  struggling  youth,  Congress  transferred  the  Unaccompanied 
Alien  Children  (UAC)  program  to  ORR. 

Mr.  Regula:  Please  describe  how  that  program  will  operate  now  that  it  is  in 

ACF. 

Dr.  Horn:  The  UAC  program  was  transferred  to  ORR  on  March  1,  2003. 
Consistent  with  the  provision  of  the  Homeland  Security  Act  and  the  Flores  settlement 
agreement,  ORR  will  provide  care  and  placement  for  these  children  in  the  least 
restrictive  setting  possible.  To  this  end,  we  are  (1)  scheduling  site  visits  to  review  all 
existing  facilities  under  contract  to  the  former  INS,  (2)  entering  into  cooperative 
agreements  with  the  two  agencies  experienced  in  the  refugee  unaccompanied  minor 
program  to  expand  shelter  and  foster  care  capacity,  and  (3)  developing  training  for  all 
staff  on  the  assessment  of  the  children  and  the  facilities. 
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ORR  is  currently  working  to  finalize  a  Memorandum  of  Understanding  with  the 
Department  of  Homeland  Security  to  specify  various  roles  and  responsibilities  under 
this  transfer. 

Mr.  Regula:  Are  there  estimates  of  how  many  unaccompanied  alien  children 
arrive  in  the  United  States  each  year  and  are  there  any  data  on  what  percentage  will  be 
served  by  the  program?  If  so,  please  provide  that  information. 

Dr.  Horn:  According  to  INS  data,  approximately  100,000  unaccompanied  alien 
children  arrive  in  the  U.S.  each  year.  Of  these,  over  5,000  children  annually  will  be 
referred  to  ORR  for  care  and  placement.  At  any  given  time,  approximately  600  youth 
are  in  our  care. 

DUPLICATIVE  PROGRAMS 

Mr.  Regula:  Are  there  any  recommendations  in  this  request  that  would 
eliminate  or  reduce  redundant  programs?  Please  describe  those  programs  and  tell  us  the 
rationale  for  eliminating  each  program  from  ACF  and  if  there  are  other  government 
programs  serving  the  same  populations. 

Dr.  Horn:  Our  budget  identifies  several  duplicate  programs  for  which  we  are  not 
requesting  funding: 

•  The  Early  Learning  Opportunities  Act  program  purposes  and  intent  are  quite 
similar  to  Early  Reading  First  and  the  Early  Childhood  Education  Professional 
Development  Grant  currently  funded  through  the  Department  of  Education. 

The  Rural  Community  Facilities  program  provides  water  and  waste  water 
management,  sanitation  and  distribution  services  similar  to  those  services 
provided  by  the  Environmental  Protection  Agency's  Rural  Community 
Assistance  Program  and  the  Department  of  Agriculture's  Rural  Development 
Programs. 

•  The  National  Youth  Sports  program  provides  sport  and  academic  skills 
instruction  similar  to  services  that  could  be  provided  through  the  Community 
Services  Block  Grant  funds. 

•  The  Community  Food  and  Nutrition  program  provides  grants  for  food  and 
nutritional  assistance  similar  to  services  provided  by  programs  housed  within  the 
Department  of  Agriculture's  Food  and  Nutrition  Service. 
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HEAD  START 

Mrs.  Northup:  Many  Head  Start  programs  are  not  serious  about  academic 
programs  embedded  in  the  program.  Yet  there  is  mounting  evidence  that  proficiency  in 
reading  and  mathematics  skills  in  first  grade  are  influenced  by  proficiencies  in  skill 
areas  such  as  recognition  of  letters,  numbers  and  shapes  at  kindergarten  entry.  These 
early  skills  are  directly  related  to  subsequent  academic  achievement. 

Public  dialogue  has  centered  on  Head  Start  and  its  limited  curriculum,  which 
includes  a  goal  of  children  learning  only  10  letters  and  not  including  serious 
mathematics  concepts.  We  have  poorly  trained,  poorly  paid  teachers  delivering 
curriculum  to  a  very  small  population  of  preschool  children.  High  quality  preschool 
education  delivered  to  more  children  is  needed  -  a  system  that  would  be  good  enough 
for  the  well-off,  but  made  available  to  everyone.  How  is  the  Administration  for 
Children  and  Families  working  to  correct  inattention  to  these  important  academic 
concepts? 

Dr.  Horn:  This  Administration  has  focused  renewed  attention  on  the  issue  of 
early  literacy  given  the  President's  personal  interest  in  having  every  child  enter  school 
ready  to  learn. 

Locally,  Head  Start  programs  are  assessing  children's  progress  in  the  areas 
mandated  by  Congress,  including  alphabet  knowledge,  phonemic  awareness,  numeracy, 
and  book  handling  skills.  We  are  also  launching  a  new  national  reporting  system  in  the 
fall  of  2003  to  systematically  track  children's  progress  in  a  number  of  these  key  areas. 

Last  summer,  we  launched  Project  STEP,  the  largest,  most  intensive 
professional  development  effort  ever  undertaken  by  the  Head  Start  Bureau.  This 
training  was  designed  to  assure  that  every  Head  Start  teacher  -  nearly  50,000  - 
understands  the  specific  research  findings  behind  the  push  to  improve  children's  early 
literacy  skills  and  the  types  of  experiences  that  should  be  part  of  the  daily  curriculum  to 
assure  that  children  achieve  the  desired  skills  and  outcomes.  Continuing  support  is 
being  given  to  teachers  through  an  extensive  network  of  skilled,  early  literacy  mentor- 
coaches. 

We  have  revised  our  on-site  monitoring  system  and  our  training  and  technical 
assistance  system  to  be  certain  that  critical,  age-appropriate,  academic  skills  are  part  of 
every  Head  Start  program.  Each  on-site  review  includes  specifically  focused  classroom 
observations,  teacher  interviews,  parent  conversations,  examination  of  local  child 
outcome  data,  and  review  of  individual  child  records. 

Finally,  efforts  are  continuing  to  improve  the  education  and  qualifications  of 
Head  Start  teachers.  In  response  to  a  congressional  mandate  that  at  least  50  percent  of 
Head  Start  teachers  have  a  college  degree  in  early  childhood  education  or  a  related  field 
by  the  end  of  fiscal  year  2003,  there  has  been  an  increase  from  37  percent  in  1999  to 
51  percent  in  2002. 
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Mrs.  Northup:  As  educators  become  more  aware  of  the  importance  of  early 
childhood  education,  there  has  been  a  proliferation  of  programs  that  are  meant  to  better 
prepare  children  for  school.  However  well  intentioned  these  programs  are,  there  is  little 
evidence  that  many  of  them  make  a  long  term  difference  on  a  child's  success  in  school. 
What  is  ACF  doing  to  identify  what  works  and  what  does  not  work? 

Dr.  Horn:  There  are  a  number  of  strategies  being  used  at  this  time.  We  fund  a 
cluster  of  Head  Start  University  partnerships  so  that  researchers  can  form  partnerships 
with  local  Head  Start  agencies  in  order  to  conduct  scientific  studies  of  particular  types 
of  school  readiness  interventions,  in  particular  early  literacy  interventions  such  as  the 
Letter  People. 

Our  partnerships  with  the  US  Department  of  Education,  Office  of  Elementary 
and  Secondary  Education,  also  informs  our  work  in  critical  early  literacy  areas  through 
joint  meetings,  work  on  standards  for  early  learning  (as  described  in  Good  Start,  Grow 
Smart)  and  in  joint  publications  and  dissemination  strategies  such  as  Teaching  Our 
Youngest. 

Every  two  years  we  sponsor  a  Head  Start  national  research  conference,  the  most 
recent  being  held  in  June  2002.  This  allows  us  to  focus  on  research  we  fund  and 
research  funded  by  others.  We  feature  research  that  focuses  on  or  is  relevant  to  Head 
Start  programs.  We  also  widely  disseminate  what  we  learn  through  these  conferences. 

We  also  are  learning  whether  or  not  some  of  our  efforts  and  investments  are 
paying  off  through  the  trend  data  from  our  program  monitoring  and  through  the 
longitudinal  data  created  through  the  administration  of  FACES  -  Family  and  Child 
Experiences  Survey.  We  are  seeing  some  progress  in  assuring  more  positive  outcomes 
for  children,  but  we  still  have  work  to  do  in  assuring  that  every  Head  Start  child  is  ready 
for  school. 

In  addition,  the  Head  Start  Impact  Study  is  underway  and  is  designed  to  provide 
a  national  analysis  of  the  impact  of  Head  Start  on  the  development  and  school  readiness 
of  low-income  children.  In  addition  to  the  primary  question  of  Head  Start's  overall 
effectiveness,  it  will  examine  what  types  of  services  work  best  for  which  groups  of 
children. 

Finally,  we  will  implement  the  National  Reporting  System  in  the  fall  for  all 
programs  serving  preschool  children.  Assessments  will  focus  on  key  indicators  of  early 
literacy,  language  development  and  numeracy  learning.  This  information  will  be  used 
to  expand  the  information  base  on  local  program  quality  and  effectiveness  in  Federal 
monitoring  reviews,  design  and  target  new  training  and  technical  assistance  efforts  to 
improve  local  program  effectiveness,  and  provide  additional  information  supporting 
children's  successful  transition  to  school. 
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Mrs.  Northup:  Is  the  ACF  working  with  IER  at  the  Department  of  Education  to 
establish  guidelines  for  those  who  make  these  decisions? 

Dr.  Horn:  The  Institute  of  Education  Sciences  (EES)  is  still  in  its  formation 
stage.  We  expect  to  work  with  the  various  arms  of  the  EES  as  we  continue  to  improve 
and  strengthen  Head  Start  programs  in  the  academic  areas  of  school  readiness, 
especially  in  our  early  literacy  and  early  childhood  assessment  efforts.  We  look  forward 
to  the  leadership  of  Dr.  Russ  Whitehurst  in  his  role  as  the  first  Director  of  the  Institute, 
and  we  anticipate  learning  from  the  work  of  the  Institute  in  building  evidenced-based 
educational  resources.  We  also  are  looking  forward  to  the  work  of  recently  announced 
What  Works  Clearinghouse  (WWC)  within  the  Institute  in  order  to  inform  the  decision- 
makers in  local  Head  Start  programs. 

We  worked  for  many  years  with  the  former  Office  of  Educational  Research  and 
Improvement  (OERI),  and  on  some  occasions  with  the  OERI  Educational  Labs  in  areas 
of  shared  interest,  such  as  children's  transitions  from  preschool  to  kindergarten.  We 
were  able  to  capture  "best  practices"  and  widely  disseminate  a  community- wide  guide 
to  assessing  transition  practices. 

WELFARE  REFORM 

Mrs.  Northup:  Since  the  passage  of  welfare  reform  in  1996,  the  number  of 
individuals  receiving  cash  assistance  has  been  reduced  by  56  percent.  Even  in  a 
recession,  national  welfare  caseloads  did  not  rise  significantly,  instead,  they  stabilized. 
Since  the  law's  passage  in  1996,  more  single  mothers  are  employed  than  ever  before  and 
child  poverty  rates  are  at  their  lowest  level  since  1978. 

The  purpose  of  TANF  is  to  increase  state  flexibility  in  operating  a  program  that 
helps  needy  families  care  for  children  at  home;  increase  the  independence  of  individuals 
by  promoting  job  preparation,  work  and  marriage;  reduce  out-of-wedlock  pregnancies; 
and  encourage  the  formation  and  maintenance  of  two-parent  families. 

The  welfare  reform  bill  passed  in  the  House  this  session  and  again  awaiting 
action  in  the  Senate  includes  historically  high  levels  of  support  for  child  care  (currently 
at  $4.8  billion  per  year)  through  the  Child  Care  and  Development  Block  Grant 
(CCDBG),  while  adding  $2  billion  in  additional  funds  for  child  care  in  the  coming  five 
years.  States  can  also  transfer  up  to  50%  of  their  TANF  funds  to  the  CCDBG.  I  am 
interested  in  the  benefits  that  welfare  recipients  would  qualify  for  under  the  40-work- 
week  requirement.  Does  the  higher  work  requirement  increase  the  number  of  working 
poor  who  would  have  work  based  benefits  such  as  vacation  pay,  sick  days,  and  health 
insurance? 

Dr.  Horn:  Under  our  proposal  and  the  House-passed  HR-4,  the  work 
requirement  is  increased  so  parents  become  accustomed  to  a  full  work  week  of 
activities.  To  be  counted  for  the  required  participation  rate,  clients  must  engage  in 
monitored,  constructive  activities  for  a  simulated  full-time  work  week.  At  least  twenty- 
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four  of  these  hours  per  week  must  be  in  direct  work  activities  of:  unsubsidized 
employment,  subsidized  private  sector  employment,  subsidized  public  sector 
employment,  on-the-job  training,  supervised  work  experience,  or  supervised  community 
service  and  up  to  16  hours  of  other  constructive  activities.  Employees  in  the  first  four 
activities  would  be  entitled  to  any  work  based  benefits  that  employers  provide, 
including  vacation  pay,  sick  days,  and  health  insurance.  In  addition,  most  clients  will  be 
eligible  for  the  Earned  Income  Tax  Credit  to  supplement  their  wages.  As  you  know,  the 
Administration's  proposal  also  provides  Transitional  Medicaid  or  health  coverage  for  a 
year  for  individuals  who  do  not  receive  employer  based  health  insurance. 

LIHEAP 

Mrs.  Northup:  Block  grant  funds  available  under  TANF  increase  the  flexibility 
of  states  in  operating  a  welfare  program  that  meets  the  greatest  needs  of  local 
communities  from  year  to  year.  Funds  allocated  to  LIHEAP,  on  the  other  hand,  lock 
money  into  energy  and  energy-only  spending  -  even  in  years  when  it  isn't  a  pressing 
concern  for  states. 

The  alternative  system  to  provide  heating  assistance  would  include  funding  for 
energy  emergencies  in  block  grants  associated  with  social  services,  TANF  and  other 
Children  and  Families  Services  programs.  These  block  grants  replaced  welfare  and  are 
totally  flexible,  region  by  region  and  year  by  year.  The  welfare  reform  bill  specifically 
allowed  these  funds  to  pay  energy  assistance.  Some  states  have  huge  heating  costs 
because  they  are  in  the  north  and  the  cost  of  power  in  their  states  is  higher.  Other  states 
have  other  needs,  waves  of  new  immigrants,  for  example.  Also,  some  years  the  weather 
is  moderate,  some  years  it  is  extreme.  Would  including  LIHEAP  dollars  in  the  TANF 
block  grants  provide  more  flexibility  to  states  in  services  to  the  poor? 

Dr.  Horn:  Beginning  in  Fiscal  Year  1994,  the  authorizing  statute  for  LIHEAP 
does  not  permit  the  transfer  of  LIHEAP  funds  to  other  block  grants.  However,  the 
Temporary  Assistance  for  Needy  Families  (TANF)  program  includes  flexibility  that 
allows  states  to  use  TANF  funds  to  assist  low  income  families  in  meeting  home  energy 
needs.  The  TANF  statute  provides  that  states  may  use  their  TANF  funds  "in  any 
manner  reasonably  calculated  to  accomplish"  TANF  purposes  "including  providing  low 
income  households  with  assistance  in  meeting  home  heating  and  cooling  costs." 

Mrs.  Northup:  Would  there  be  beneficiaries  of  LIHEAP  programs  that  would 
not  be  served  under  TANF  programs?  Can  you  propose  a  way  to  bridge  this  gap? 

Dr.  Horn:  A  low-income  household  that  receives  LIHEAP  benefits  is  not 
excluded  from  receiving  TANF,  and  vice  versa.  The  LIHEAP  statute  at  section 
2605(b)(2)  provides  for  categorical  eligibility,  which  means  states  may  determine 
households  automatically  eligible  for  LIHEAP  assistance  if  those  households  receive 
benefits  from  TANF,  SSI,  Food  Stamps  and  some  Veterans  programs. 
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Mrs.  Northup:  Local  power  companies  often  work  to  address  cost  issues  for 
low-income  consumers.  Could  heating  bills  being  covered  some  other  way  that  does 
not  absorb  funds  for  other  vital  service  programs? 

Dr.  Horn:  States  are  demonstrating  through  the  LIHEAP  Leveraging  Incentive 
Program  their  ability  to  maximize  the  federal  dollars  they  receive.  The  leveraging 
program  was  created  to  encourage  states  to  look  for  ways  to  add  non-federal  dollars  or 
other  resources  to  their  LIHEAP  programs.  Most  states  actively  work  with  utilities  and 
fuel  vendors  to  obtain  discounts,  fuel  funds  and  other  forms  of  assistance  for  LIHEAP 
and  low  income  households. 

States  also  purchase  heating  fuels  for  low-income  households  using  private  or 
public  non-federal  funds,  obtain  utility  forgiveness  of  significant  home  energy  bill 
arrearages  for  needy  families,  solicit  and  distribute  donated  fuels,  and  solicit  and 
distribute  donated  and  unpaid  volunteer  services  to  install,  replace  and  repair  home 
energy  apparatuses. 

Mrs.  Northup:  Is  there  a  way  that  we  could  include  funding  for  such  energy 
emergencies  within  grants  to  the  states  to  increase  their  flexibility  to  address  the  greatest 
needs  that  face  their  populations  from  year  to  year? 

Dr.  Horn:  The  LIHEAP  program,  as  a  block  grant,  provides  great  flexibility  to 
the  states  to  design  their  energy  assistance  programs  in  the  way  that  they  believe  best 
serves  the  needs  of  their  low  income  populations.  A  state  may  set  aside  as  much  of  their 
funds  as  necessary  from  their  LIHEAP  allocation  to  be  used  for  crisis  assistance, 
including  establishing  a  crisis  component  that  provides  benefits  specifically  for  winter 
and/or  summer  emergencies.  Also,  at  any  time,  a  state  can  amend  its  fiscal  year  plan 
submitted  to  HHS  if  the  state  later  chooses  to  re-direct  funds  to  other  areas  of  its 
LIHEAP  program.  This  would  include  re-directing  funds  to  establish  crisis  benefits  in 
the  event  of  an  unforeseen  emergency,  such  as  a  severe  cold  snap  or  a  prolonged  heat 
wave. 

TANF  CHARITABLE  CHOICE 

Mrs.  Northup:  Last  year,  the  President  announced  proposed  rules  that  would 
clarify  the  rights  and  requirements  of  States  and  faith-based  or  community  organizations 
when  using  TANF  or  maintenance-of-efFort  (MOE)  funds.  The  proposed  rules  ensure 
that  faith  organizations  are  treated  equally  with  other  organizations  in  competing  for 
funds  under  TANF. 

On  the  same  day,  regulations  authorizing  states  to  use  faith-based  groups,  as 
well  as  charitable,  private  and  neighborhood-based  organizations,  in  programs 
supported  by  the  Community  Services  Block  Grant  (CSBG)  program  were  also 
released. 

I  note  that  the  public  comment  period  on  these  proposed  regulations  was 
February  1 8.  Can  you  give  me  any  feedback  on  the  public  input  your  agency  received 
on  these  issues? 
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Dr.  Horn:  The  Administration  for  Children  and  Families  (ACF)  received 
comments  on  these  proposed  rules  from  a  number  of  organizations  and  individuals.  We 
will  provide  a  complete  analysis  of  the  comments  in  the  preamble  to  the  final  rule.  In 
general,  comments  ranged  from  broad  to  very  specific  recommendations  for  changes  in 
the  regulations.  Some  comments  were  very  supportive  of  the  regulatory  provisions, 
while  others  opposed  both  the  regulatory  and  the  "charitable  choice"  statutory 
framework. 

Mrs.  Northup:  Numerous  faith-based  programs  have  shown  considerable 
success  in  their  ability  to  meet  the  needs  of  the  people  in  my  district.  From  counseling 
the  troubled  to  feeding  the  hungry  and  caring  for  the  disabled,  I  have  been  impressed 
with  their  commitment  and  capacity  to  serve.  These  innovative  and  practical 
organizations  operate  on  less  than  significant  amounts  of  money  with  great  success,  so  I 
would  be  happy  to  see  greater  resources  allocated  to  such  programs.  How  can  we 
encourage  more  government  to  organization  cooperation  with  the  most  effective 
programs  in  any  given  locality? 

Dr.  Horn:  The  Compassion  Capital  Fund  (CCF)  program  supports  intermediary 
organizations  to  assist  faith-based  and  community  organizations  in  readying  for  the 
partnership  of  federal-local  organizations  in  providing  needed  services  to  the 
community.  Intermediaries  assist  these  small  groups  in  their  efforts  to  improve 
effectiveness  and  organizational  management,  access  funds  from  diverse  sources  and 
manage  those  funds,  develop  and  train  staff,  expand  the  types  and  reach  of  social 
services  programs  in  their  communities  and  develop  promising  collaboration  among 
organizations  dedicated  to  social  service  delivery.  Intermediary  organizations  serve  as  a 
bridge  between  the  federal  government  and  small  faith-based  and  community 
organizations  that  the  CCF  program  is  designed  to  assist. 

Mrs.  Northup:  Does  the  Administration  of  Children  and  Families  have  a  method 
in  place  to  evaluate  the  effectiveness  and  results-based  outcomes  of  these  charitable, 
private  and  neighborhood-based  programs? 

Dr.  Horn:  Although  we  are  in  the  early  stages  of  implementation  for  the 
Compassion  Capital  Fund,  we  already  have  begun  the  necessary  work  toward 
performance  measurement.  This  effort  is  a  comprehensive  strategy  to  develop  measures 
that  will  not  only  assess  the  outcomes  of  the  program's  efforts,  but  also  will  highlight 
what  strategies  work  in  utilizing  this  group  of  organizations  to  provide  services. 
Information  culled  from  the  assessment  of  grantees  will  be  used  to  document  programs 
operated  under  the  Compassion  Capital  Fund  so  that  practices  are  measured,  and 
successes  emulated  or  expanded. 
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POSITIVE  YOUTH  DEVELOPMENT 

Mr.  Weldon:  I  understand  that  the  Family  and  Youth  Services  Bureau  has 
sponsored  a  Youth  Summit,  here  in  DC,  that  focused  on  positive  youth  development. 
What  particular  programs  in  ACF  are  promoting  positive  youth  development?  What  are 
some  examples?  How  does  this  work  to  reduce  the  social  pathologies  that  affect  youth, 
improve  child  welfare,  and  reduce  child  poverty? 

Dr.  Horn:  The  positive  youth  development  approach  within  ACF  is  predicated 
on  the  understanding  that  all  young  people  need  support,  guidance,  and  opportunities 
during  adolescence,  a  time  of  rapid  growth  and  change.  With  this  support,  they  can 
develop  self-assurance  in  the  four  areas  that  are  key  to  creating  a  happy  healthy  and 
successful  life:  (a  sense  of  competence;  a  sense  of  usefulness;  a  sense  of  belonging;  and 
a  sense  of  empowerment) 

The  Family  and  Youth  Services  Bureau  (FYSB)  within  ACF  is  responsible  for 
administering  the  Nation's  Runaway  and  Homeless  Youth  (RHY)  Program.  All  FYSB 
grantees  are  required  to  establish  a  positive  youth  development  plan.  FYSB  also  funds 
13  Youth  Development  State  Collaboration  Projects  through  its  Research  and 
Demonstration  authority.  These  grants  were  established  in  order  to  support  innovative 
youth  development  strategies  at  the  State  level. 

The  positive  youth  development  approach  employed  by  our  grantees  has 
demonstrated  success  in  reducing  risk  factors  and  increasing  assets.  Organizations  such 
as  the  Search  Institute  and  some  States,  like  Vermont,  have  been  able  to  connect  healthy 
behaviors  with  the  assets  associated  with  positive  youth  development.  Their  studies  and 
surveys  have  identified  and  tracked  protective  and  constructive  assets  in  young  peoples' 
lives.  Findings  show  how  possession  of  such  assets  is  positively  associated  with  healthy 
behaviors  such  as  abstinence,  sobriety,  participation  in  aerobic  exercise,  etc.  Favorable 
outcomes  and  healthy  habits  trend  steadily  upward  in  direct  proportion  to  increasing 
numbers  of  assets  that  may  be  present  in  young  persons'  lives. 

In  addition  to  efforts  under  FYSB,  other  ACF  program  activities  address  positive 
youth  development  with  their  mission.  For  example,  the  Head  Start  Bureau  funds  over 
40  demonstration  projects  serving  youth  within  Head  Start  families.  In  one  program, 
Head  Start  staff,  Education  Coordinators  and  Training  Specialists  are  providing 
leadership  and  job  training  for  34  youth  12-18  years  old  who  were  previously  Head 
Start  children,  older  siblings  of  current  Head  Start  children,  or  are  active  in  an  existing 
youth  empowerment  program. 

CHILD  POVERTY  REDUCTION 

Mr.  Weldon:  You  have  said  in  the  past  that  the  best  child  anti-poverty  programs 
are  stable  and  intact  families.  Your  administration  is  promoting  marriage,  fatherhood, 
adoption,  and  programs  that  seek  to  reduce  out-of-wedlock  births  as  a  part  of  TANF. 
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Indeed,  child  poverty  is  at  an  all  time  low,  and  some  of  the  most  dramatic  gains  have 
been  among  minority  children.  How  have  the  programs  that  I  mentioned  worked  to 
contribute  to  the  reduction  of  child  poverty? 

Dr.  Horn:  One  of  the  key  predictors  of  poverty  is  single  parenthood,  so  the 
Administration's  proposals  are  designed  to  address  this  root  cause  through  a 
comprehensive,  reinforcing  strategy.  What  welfare  reform  has  taught  us  over  the  past 
five  years  is  the  crucial  importance  of  putting  work  and  family  responsibility  at  the 
center  of  public  assistance.  The  goal  of  using  welfare  reform  to  support  marriage  is  not 
a  new  one;  indeed,  strengthening  marriages  and  reducing  out-of-wedlock  child-bearing 
are  two  goals  clearly  spelled  out  in  the  1 996  welfare  reform  law.  To  reduce  the 
incidence  of  single  parenthood,  we  must  increase  the  attention  given  to  the  creation  and 
maintenance  of  healthy  families  and,  at  the  same  time,  improve  work  opportunities  and 
supports  for  parents.  Accomplishing  that  means  we  will  have  to  do  several  things. 

•  We  need  to  promote  and  foster  the  critical  importance  of  marriage  in  society, 
both  for  the  tremendous  lifelong  benefits  to  children,  as  well  as  to  the  partners. 
Our  TANF  reauthorization  proposes  a  $100  million  annual  fund  to  conduct 
research  and  demonstration  projects  and  provide  technical  assistance  primarily 
focusing  on  family  formation  and  healthy  marriage  activities  and  the  creation  of 
a  $100  million  matching  grant  program  for  States  to  develop  innovative  healthy 
marriage  programs. 

•  We  must  continue  efforts  to  support  abstinence  until  marriage  and  the  recent 
progress  on  reducing  teen  pregnancies  and  out-of-wedlock  births.  The 
President's  plan  reauthorizes  abstinence  education  programs  and  maintains 
funding  at  $50  million  a  year.  It  increases  funding  for  community-based 
abstinence  education,  and  it  continues  funding  for  Adolescent  Family  Life 
programs. 

To  ensure  that  all  parents  have  opportunities  for  independence,  the 
Administration's  proposal  requires  State  welfare  agencies  to  engage  all  families 
in  work  and  other  activities  leading  to  self-sufficiency.  It  requires  all  families 
to  participate  in  a  simulated  full-time  work  week  with  at  least  24  hours  per 
week  in  direct  work  activities  and  up  to  an  additional  16  hours  in  other 
constructive  activities.  The  plan  also  gives  work  credit  to  families  engaged  in 
short-term  substance  abuse  treatment,  rehabilitation  and  work-related  training. 

•  When  we  are  not  successful  in  forming  healthy  marriages,  we  need  to  ensure 
that  both  parents  support  their  children  financially  through  child  support.  The 
1996  welfare  reform  law  has  led  to  significant  increases  in  child  support 
payments  from  non-custodial  fathers,  and  we  will  continue  these  efforts.  But, 
there  is  less  evidence  that  these  fathers  are  becoming  more  involved  in  men- 
children's  lives.  We  need  more  programs  to  help  fathers  become  an  involved 
and  committed  presence  in  their  children's  lives,  which  is  why  the 
Administration  supports  a  wide  variety  of  fatherhood  programs  and  is 


1260 


proposing  to  expand  funding  for  Access  and  Visitation  Grants  from  $10  million 
to  $20  million  by  FY  2007.  We  also  must  find  new  and  innovative  ways  to 
recruit  and  then  retain  fathers  in  these  programs. 

And  in  the  cases  where  these  efforts  to  promote  healthy  families  and  involved 
parents  with  work  and  increased  income  fails,  we  absolutely  must  protect  the 
safety  and  well-being  of  each  and  every  child  through  enhanced  child 
protection,  family  preservation  and  adoption. 

STRENGTHENING  THE  PARENT-CHILD  BOND 

Mr.  Weldon:  Research  shows  that  many  of  the  problems  that  contribute  to 
children  running  away  from  home,  and  youth  involvement  in  risk  behaviors  that  can 
compromise  their  health,  education  and  futures  can  be  prevented  by  strong  parent-child 
connections  and  strong  connections  between  children  and  their  schools.  Many 
government  programs,  however,  instead  of  helping  parents  seek  to  replace  parents. 
How  has  your  administration  sought  to  promote  and  strengthen  parent-child 
connectedness? 

Dr.  Horn:  Recognizing  the  concerns  you  raise,  at  the  center  of  the 
Administration's  plan  are  efforts  to  promote  and  improve  child  well-being.  Our  TANF 
reauthorization  proposal  establishes  an  overarching  purpose  of  welfare  reform  to 
improve  the  well-being  of  children.  It  clarifies  encouragement  of  healthy  marriages  as 
a  goal  of  the  TANF  program  and  provides  targeted  resources  to  support  that  goal  and 
the  development  of  innovative  approaches.  Nearly  all  TANF  programs  provide  time 
management  and  parenting  training  to  improve  the  abilities  and  skills  of  mothers  to 
help  their  children  grow  and  nourish.  We  also  have  supported  fatherhood 
demonstrations  to  actively  engage  fathers  in  the  lives  of  their  children  and  seek 
expanded  resources  directed  toward  these  efforts.  The  specific  proposals  are  noted  in 
your  earlier  question. 

Our  work  on  positive  youth  development  also  aims  to  strengthen  parent-child 
bonds.  The  program  is  predicated  on  the  understanding  that  all  young  people  need 
support,  guidance  and  opportunities  during  adolescence. 

Finally,  we  are  making  notable  progress  in  strengthening  parent  child  bonds 
through  adoption.  The  number  of  children  adopted  from  the  foster  care  system  grew 
from  31,000  in  FY  1997  to  50,000  in  FY  2001.  We  expect  the  final  numbers  for 
FY  2002  will  exceed  last  year's  impressive  results. 

CHILD  SUPPORT  ENFORCEMENT 

Mr.  Weldon:  For  many  years  states  have  been  working  to  implement  federally 
required  and  subsidized  computer  systems  intended  to  track  child  support  orders  and 
payments  from  non-custodial  parents  for  the  support  of  their  children.  Unfortunately, 
these  computer  systems  have  not  met  the  needs  of  states  or  the  requirements  of  the 
federal  government  and  resulted  in  millions  of  dollars  spent  on  technology  instead  of 
the  needs  of  children.  What  progress  has  ACF  made  in  rectifying  this  situation? 
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Dr.  Horn:  The  technology  supported  by  the  Family  Support  Act  of  1988  (FSA), 
and  later  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of 
1996  (PRWORA),  has  been  increasingly  effective  in  meeting  the  needs  of  children.  In 
addition  to  tracking  and  monitoring  cases,  these  automated  systems  support  all  aspects 
of  child  support  enforcement. 

Today,  52  States  and  territories  have  systems  that  meet  the  requirements  of 
FSA;  50  have  implemented  the  automation  requirements  of  PRWORA,  with  two 
additional  States  indicating  they  will  be  compliant  by  this  coming  September. 
Expenditures  on  developing  child  support  systems  represent  18  percent  of  all 
expenditures  for  State  child  support  programs,  and  the  percentage  is  expected  to 
decline  now  that  most  statewide  systems  are  operational.  The  vast  majority  of  States 
have  indicated  in  their  cost-benefit  analyses  that  their  returns  have  exceeded  their 
investments  for  their  statewide  system  development  efforts  several  years  earlier  than 
originally  projected. 

There  have  been  dramatic  increases  in  the  effectiveness  of  the  child  support 
enforcement  program  due  to  improvements  in  technology  since  1997. 

•  Collections  are  up  42  percent,  from  $1 3.4  billion  to  $19  billion  in  fiscal  year 
2001 .  One  of  the  largest  increases  in  the  amount  of  collections  during  this 
period  is  due  to  better  wage  withholding  attributable  to  improved  automatic 
matching  of  newly  hired  employees  and  child  support  caseloads.  This 
matching  results  in  automatic  new  wage  withholding  orders  once  an  employer 
is  identified. 

•  The  percentage  of  the  total  caseload  with  collections  is  up  100  percent,  from 
22  percent  to  44  percent. 

•  The  percentage  of  total  cases  with  orders  that  had  collections  increased 
79  percent,  from  38  percent  to  66  percent. 

•  The  impact  of  automation  is  apparent  in  all  aspects  of  child  support 
enforcement  ~  location,  paternity,  and  order  establishment  as  well  as 
collections  of  current  and  past-due  child  support.  Nearly  1 .6  million  paternities 
were  established,  up  21  percent  from  1 997.  Sixty-six  percent  of  cases  have 
child  support  orders  established,  up  15  percent  since  1997. 

ADOPTIONS  FROM  FOSTER  CARE 

Mr.  Weldon:  What  is  the  status  of  adoptions  from  foster  care,  particularly  with 
respect  to  older  minority  children?  What  is  ACF  doing  to  eliminate  the  disparity  in 
adoptions  from  foster  care  between  white  younger  children  and  minority  older 
children? 
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Dr.  Horn:  Between  age  and  minority  status,  age  is  by  far  the  greatest  barrier  to 
adoption.  Analysis  of  data  from  the  Adoption  and  Foster  Care  Analysis  and  Reporting 
System  (AFCARS)  shows  that  once  a  child  reaches  age  nine  years  old,  regardless  of 
racial  or  ethnic  background,  the  probability  that  the  child  will  continue  to  wait  in  foster 
care  exceeds  the  probability  that  the  child  will  be  adopted.  In  FY  2001,  the  average 
age  for  adoption  of  minority  versus  Caucasian  children  was  about  the  same,  between 
the  age  of  6  and  7.  Further,  the  number  of  older  children  in  the  system  is  growing. 
The  Administration  proposes  addressing  this  issue  through  revisions  to  the  Adoption 
Incentive  program.  We  propose  to  award  incentives  using  two  separate  baselines,  one 
for  all  adoptions  and  one  for  older  youth.  This  proposal  will  continue  to  reward 
increased  adoptions  for  all  children  over  the  baseline  at  a  rate  of  $4,000  and  an 
additional  $6,000  for  older  children  over  a  separate  baseline.  This  new  proposal  will 
focus  States'  attention  on  the  growing  permanency  needs  of  all  older  foster  youth,  who 
traditionally  have  been  more  difficult  to  place. 

ADOPTION  AWARENESS 

Mr.  Weldon:  The  Infant  Adoption  Awareness  Program  has  begun 
implementation  and  outreach  in  the  Southeast,  which  includes  Florida.  While  this 
program  is  still  getting  started,  I  am  particularly  interested  in  reviewing  its  initial 
findings  and  data  when  available. 

Dr.  Horn:  Although  the  data  is  very  preliminary,  the  work  of  the  Infant 
Adoption  Awareness  Training  Program  grantees  is  proceeding  at  a  pace  faster  than 
anticipated  and  is  exceeding  its  goals.  There  are  four  grants  -  one  is  national  in  scope; 
two  regional  efforts  -  Southeast  and  Upper  Midwest;  and  one  that  is  state  specific  - 
Arizona. 

The  grantees  have  conducted  approximately  110  training  sessions  that  included 
about  2,200  individuals  who  provide  a  wide  range  of  services  to  pregnant  women. 
(This  does  not  include  Training  the  Trainers  workshops.) 

The  training  modules  developed  by  all  four  grantees  are  designed  for  one  to 
four  days  of  instruction,  depending  on  the  time  availability  of  the  staff  to  be  trained. 
During  the  first  few  months  of  training,  the  modules  were  refined  to  address  the 
informational  and  time  needs  of  those  to  be  trained. 

All  grantees  have  developed  specific  curriculums,  a  web-site  that  provides 
referral  in  the  respective  communities,  a  PowerPoint  presentation,  and  videos  as  a 
learning  tool  and  newsletters.  One  grantee,  Spaulding  for  Children,  has  developed 
several  videos.  One  is  specifically  targeted  to  teens,  one  to  adults,  and  a  third  is  in 
Spanish. 

The  trainees  have  consistently  assigned  high  satisfaction  scores  (90  percent  or 
above)  for  the  training.  Trainees  also  show  a  marked  improvement  in  their 
understanding  of  adoption  issues  from  their  pre-  to  post  test. 
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COMMUNITY  SERVICES  BLOCK  GRANT  PROGRAM 

Mr.  Obey:  According  to  your  budget,  the  Administration  is  proposing  to  cut 
the  CSBG  program  by  23%,  due  in  part  to  a  "lack  of  strong  performance  data." 
However,  in  the  performance  section  of  the  budget,  the  statement  is  made  that,  in  terms 
of  meeting  the  two  key  national  goals,  local  community  action  agencies  exceeded  the 
first  goal  of  increasing  volunteer  contributions  by  more  than  9%,  from  27.7  million 
hours  in  2000  to  30.3  million  hours  in  2001.  The  stated  goal  was  a  2%  increase  in 
volunteer  contributions.  On  the  second  goal  of  "leveraging"  federal  funds,  the  budget 
states  that  the  levels  of  non-Federal  funds  have  consistently  increased  since  1997.  This 
appears  to  contradict  the  stated  rationale  for  the  proposed  budget  cut.  Please  explain 
this  to  me.  The  Community  Action  Agencies  tell  me  that  they  would  be  happy  to 
develop  additional  performance  data.  What  is  the  ACF's  Office  of  Community  Service 
doing  to  help  the  CAAs?  Who  is  responsible  for  the  so-called  lack  of  performance 
data? 

Dr.  Horn:  The  Administration  is  working  collaboratively  with  State  CSBG 
authorities  and  local  eligible  entities  to  identify  approximately  10  to  12  national 
performance  indicators  for  the  CSBG  program.  Most  of  the  outcome  measures  being 
considered  are  those  for  which  data  are  not  being  collected  from  a  majority  of  States 
and  eligible  entities  through  "Results  Oriented  Management  and  Accountability,"  or 
ROMA.  ROMA  has  been  a  bottom-up,  mostly  voluntary,  process  over  the  past  nine 
years  to  install  performance-based  systems  among  States  and  local  agencies  receiving 
CSBG  funding.  By  making  these  outcome  measures  mandatory,  as  part  of  the  CSBG 
reauthorization,  more  consistent  data  can  be  collected  and  an  analysis  of  effectiveness 
can  be  conducted  for  each  grantee. 

From  its  inception,  ROMA  has  been  premised  on  collaboration  among  the 
Federal,  State  and  local  entities  that  comprise  the  CSBG  Community  Services 
Network.  The  Department  has  utilized  its  training  and  technical  assistance  authority  to 
underwrite  the  development  of  voluntary  national  goals  to  focus  the  work  of  agencies 
receiving  CSBG  funding,  model  tools  for  measuring  family,  community,  and  agency 
outcomes,  and  provide  training  of  State  and  local  program  officials  on  how  to  utilize 
outcome- focused  management  principles  to  redesign  and  strengthen  service  delivery 
strategies,  family  and  community  outcomes. 

Mr.  Obey:  Your  budget  proposes  a  cut  of  $1 55  million  for  Community 
Services  Block  Grants,  a  cut  of  24%  below  the  $650  million  we  provided  for  FY  2003. 
What  is  the  potential  impact  on  local  Community  Action  Agencies  as  a  result  of  the 
proposed  cut? 

Dr.  Horn:  The  Temporary  Assistance  for  Needy  Families  and  the  Social 
Services  Block  Grant  Program  can  support  a  broad  array  of  services,  including  many 
services  provided  by  the  Community  Services  Block  Grant.  States  may  use  this 
flexibility  to  support  similar  services. 
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Mr.  Obey:  In  the  Conference  Report  on  the  FY  2003  Omnibus  Appropriations 
Act,  the  Conferees  requested  that  the  Secretary  of  Health  and  Human  Services  provide 
a  report  on  unexpended  Community  Services  Block  Grant  funds.  What  is  the  status  on 
that  report? 

Dr.  Horn:  The  conferees  requested  that  the  Secretary  of  the  Department 
provide  to  the  Committee  on  Appropriations  a  report  detailing  the  levels  of 
unexpended  balances  of  CSBG  funds  in  each  State  for  the  period  of  fiscal  year  1995 
through  fiscal  year  2002.  On  March  1 1 ,  the  Office  of  Community  Services  requested 
the  level  of  unexpended  balances  from  the  States.  This  report  will  be  available  for  the 
Committee  by  the  requested  date  of  August  15. 

COMPASSION  CAPITAL  FUND 

Mr.  Obey:  The  Administration  has  requested  $100  million  for  the  Compassion 
Capital  Fund,  an  increase  of  $65.2  million,  nearly  tripling  the  program  in  one  year. 
Could  you  please  describe  for  me  what  those  programs  have  accomplished  that 
suggests  that  an  increase  of  that  magnitude  is  appropriate?  Please  provide  the 
performance  data  supporting  that  increase.  Have  you  awarded  contracts  obligating  all 
the  FY  2003  appropriated  funds?  Please  provide  list  of  grantees  and  the  date  of 
contract  award. 

Dr.  Horn:  Although  we  are  in  the  early  stages  of  implementation  for  the 
Compassion  Capital  Fund,  we  already  have  contracted  with  two  research  and 
development  firms  to  begin  the  necessary  work  toward  performance  measurement. 
Those  firms,  Branch  Associates  and  Dare  Mighty  Things,  will  assess  best  practices  in 
faith-based  organizations  through  several  CCF  demonstration  project  grantees  within  a 
sample  of  8  to  10  intermediary  organizations.  This  effort  is  a  comprehensive  strategy 
to  develop  measures  that  will  not  only  assess  the  outcomes  of  the  program's  efforts,  but 
will  also  highlight  what  strategies  work.  Using  information  culled  from  the  assessment 
of  grantees,  Dare  Mighty  Things  will  develop  and  maintain  the  National  Resource 
Center.  The  National  Resource  Center  will  document  programs  operated  under  the 
Compassion  Capital  Fund  so  that  practices  are  measured,  and  successes  emulated  or 
expanded. 

Last  year  the  competition  for  the  Demonstration  Program  included  367 
applications  and  the  competition  for  the  research  grants  included  73  applications.  The 
Office  of  Community  Services  and  the  HHS  Center  for  Faith-Based  and  Community 
Initiatives  field  calls  and  inquiries  daily  for  information  about  funding.  In  Fiscal  Year 
2002,  the  appropriation  allowed  us  to  fund  21  demonstration  grants,  four  research 
grants,  and  two  contracts  for  best  practices  and  the  National  Resource  Center.  Only  a 
limited  number  of  new  grantees  can  be  funded  this  year,  however.  OCS  will  hold  the 
next  competition  for  new  grantees  this  summer  to  award  the  FY  2003  grants. 
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Only  a  small  number  of  the  many  faith-based  and  community  organizations  that 
wish  to  expand  their  existing  capacity  will  be  served  by  current  CCF  grantees.  An 
expansion  of  the  CCF  program  will  allow  more  intermediary  organizations  to  receive 
funding  in  turn  allowing  more  faith-based  and  community  organizations  in  all  parts  of 
the  country  to  receive  the  capacity-building  services  and  other  support  offered  by  CCF 
grantees. 

Following  is  a  list  of  grantees  and  contractors  and  the  grant  and  contracts 
amounts  for  award  of  the  FY  2002  grants.  All  grants  and  contracts  were  awarded 
September  30,  2002. 

Compassion  Capital  Fund  Demonstration  Program 


United  Way  of  Massachusetts  Bay 
JVA  Consulting.  Inc.'  V,  ■  -  - 

Christian  Community  Health  Fellowship 
The  National  Center'for  Faith  Based  initiative 
Montana  Office  of  Rural  Health 
Associated  Black-Charities-,  Inc.   '  t 
Clemson  University 

Southeast  Asia&esource  Action  Center  ' 
Community  Technology  Centers'  Network 
(CTCNET) 


Operation  Blessing  International 
Mennonite  Economic  Development  Associates: 
Nueva  Esperariza,  Inc. 


CJH  Educational  Grant  Services,  Inc. 

l?;:,..;iiv:-('-:vv: 


Catholic  Charities  of  Central  New  Mexic( 
Northside  Ministerial  Alliar 
Volunteers  of  America,  Inc. 


S.V.D.P.  Management,  Inc. 
TOTAL  r  . 


MA  $  2,000,000 
.  CO  $  1,00^47  ; 
IL  $  1,128,330 
FL  $'  700.000 
MT  $  614,555 
MI>"$  l;5GOj'O0Q». 
SC  $  1,033,341 
DC  $  .682,240 

MA  $  1,499,770 

G  A  L  $  1:49.9,999 
VA  $  500,000 
:,PA.$1,000;000' 
PA  $2,466,406 
NE  $  |ia^742:,: 
NC  $  1,506,987 
-VA  -S  2,500.000 
NM  $  1,000,000 
"Ml  $  1,000^000 
VA  $  699,159 
HI  S  600,000 
CA  $  673,041 
,  S24,773?l:i7  • 


Compassion  Capital  Fund  Research  Projects 


Caliber  Associates 

$236,633 

Florida  International  University 

$210,622 

University  of  Maryland,  College  Park 

$218,098 

University  of  Pennsylvania 

$193,456 
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Contract  Examining  Services  and  Best  Practices  of  Intermediary  Organizations  and  the 
Faith-  and  Community-Based  Organizations  they  Serve 
Contractor:  Branch  Associates/Abt  Associates  (Subcontractor) 
Contractor  Amount:  $1.35  million 

Contract  to  establish  a  National  Resource  Center:  provide  technical  assistance  to  the 

CCF  grantees,  to  facilitate  collaboration  among  CCF  intermediates,  and  disseminate 

information  to  the  public 

Contractor:  Dare  Mighty  Things 

Contractor  Amount:  approximately  $2  million 

MENTORING  CHILDREN  OF  PRISONERS 

Mr.  Obey:  I  would  also  be  interested  in  progress  on  another  component  of  the 
Administration's  Faith-Based  and  Community  Organizations  initiative,  the  Mentoring 
of  Children  of  Prisoners  for  which  this  Subcommittee  provided  $9.9  million  in  FY 
2003.  The  Administration  has  requested  $50.0  million  for  this  program  in  FY  2004. 
This  is  a  well-intentioned,  but  new  program;  FY  2003  is  the  first  year  of  funding. 
What  is  the  basis  on  which  you  are  requesting  an  increase  of  over  400%?  Please 
provide  the  performance  data  on  this  program.  What  is  the  status  of  this  initiative? 
Please  provide  a  listing  of  grantees  and  the  date  of  contract  award. 

Dr.  Horn:  The  basis  for  the  request  centers  around  the  fact  that  approximately 
2.1  percent  of  all  children  in  the  United  States  has  a  parent  in  Federal  or  State  Prison. 
Research  has  found  that  children  of  incarcerated  parents  are  seven  times  more  likely  to 
become  involved  in  the  juvenile  justice  system.  These  children  are  exposed  to  stress, 
trauma,  separation  and  stigmatization  resulting  from  the  arrest  of  a  parent. 
Compounded  by  existing  poverty,  violence,  substance  abuse,  high-crime  environments, 
child  abuse  and  neglect,  these  young  people  are  seriously  at-risk  for  failure  in  school, 
confrontations  with  the  law  and  lack  the  skills  to  form  successful  relationships. 

The  President  is  committed  to  supporting  the  training  and  recruitment  of  a 
cadre  of  mentors  to  serve  as  positive  role  models  for  more  than  6,000  children  of 
incarcerated  persons.  The  $40  million  increase  in  the  Mentoring  Children  of  Prisoners 
Program  will  allow  an  additional  26,000  children  and  families  to  be  served  in  the 
coming  years. 

The  program  announcement  (RFP)  soliciting  applications  for  grant  funding  for 
the  Mentoring  Children  of  Prisoners  Program  should  be  published  in  the  Federal 
Register  in  early  summer.  The  authorizing  legislation  for  the  program  includes  a 
requirement  that  the  grantee  to  submit  as  a  part  of  their  program  design,  methods  to 
evaluate  outcomes  for  participating  children.  The  quality  of  their  evaluation  design 
will  be  assessed  within  the  grant  competition.  The  grantee  must  further  agree  to 
participate  in  the  ongoing  and  final  evaluation  conducted  by  the  Secretary  that  will  be 
submitted  to  Congress.  Grantees  will  be  required  to  submit  semi-annual  and  annual 
reports,  which  will  contain  data  that  will  be  used  in  the  evaluation. 
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REFUGEE  PROGRAM 

Mr.  Obey:  With  regard  to  the  Refugee  and  Entrant  Assistance  program,  there 
have  been  reports  in  the  media  to  the  effect  that  the  number  of  refugees  in  2002  were 
less  than  half  of  the  authorized  of  70,000  refugees.  Has  the  Department  of  State 
provided  you  with  an  estimate  of  the  number  of  refugees  for  last  year?  What  is  the 
impact  of  this  decline  in  the  number  of  refugees  on  the  funding  level  in  2004? 

Dr.  Horn:  In  FY  2002,  the  Office  of  Refugee  Resettlement  (ORR)  recorded  the 
following  arrivals:  27,106  refugees,  as  well  as  5,658  Cuban/Haitian  entrants,  11,064 
Havana  parolees,  34,308  asylees,  and  99  victims  of  a  severe  form  of  trafficking  -  for  a 
total  of  78,235  arrivals  of  persons  eligible  for  the  assistance  and  benefits  of  the  refugee 
program.  The  reduced  number  of  refugee  arrivals  should  reduce  Refugee  Cash  and 
Medical  Assistance  expenditures  during  the  first  half  of  FY  2003.  The  expenditures 
for  FY  2003  Cash/Medical/ Administrative  costs  are  difficult  to  estimate,  because  the 
lower  arrival  numbers  in  FY  2002  are  offset  somewhat  by  the  more  difficult 
employment  environment  during  the  past  year  and  the  uncertainty  regarding  the  flow 
of  refugees  into  this  country  during  FY  2003.  For  FY  2004,  there  has  been  a  reduction 
in  our  request  for  Refugee  Cash  and  Medical  Assistance  of  over  $19  million,  taking 
into  account  the  reduction  in  arrivals. 

HEAD  START 

Mr.  Obey:  The  Administration  has  requested  an  increase  of  $148  million  for 
the  Head  Start  program.  This  is  an  increase  of  2.2%,  which  is  roughly  inflation. 
However,  you  have  said  in  both  the  budget  justification  and  in  your  statement,  that  this 
would  permit  you  to  increase  Head  Start  enrollment  by  10,500.  Please  explain  how 
this  is  possible. 

Dr.  Horn:  The  President's  FY  2004  budget  request  proposes  to  reallocate 
approximately  $68  million  of  training  and  technical  assistance  funds  which  would  be 
used  to  increase  enrollment  by  approximately  10,500  children  in  those  parts  of  the 
country  with  the  greatest  unmet  need  for  Head  Start  services.  There  has  been  a  rapid 
growth  in  the  amount  of  training  and  technical  assistance  funds  in  recent  years  and  we 
believe  a  portion  of  these  funds  could  be  better  used  to  serve  more  children.  Our 
ability  to  reallocate  the  use  of  technical  assistance  funds  depends  on  the  enactment  of 
the  Administration's  proposed  Head  Start  reauthorization. 

Mr.  Obey:  You  have  announced  plans  to  conduct  a  national  assessment  of  four- 
year-old  children  enrolled  in  Head  Start.  What  is  the  cost  of  this  assessment?  What  is 
the  source  of  the  funding?  Who  is  developing  the  assessment  tool  for  the  Department? 
What  was  the  process  that  the  Department  followed  in  selecting  this  particular  entity  to 
develop  the  assessment  tool?  Was  this  a  full  and  open  competition?  Please  provide  a 
chronology  of  the  relevant  dates  for  this  competition. 

Dr.  Horn:  In  addition  to  Federal  staff  time,  the  main  cost  of  developing  the 
national  assessment  system  has  been  a  contract  to  Westat,  Inc.  which  included  a 
subcontract  with  Xtria,  Inc.  The  contract  was  funded  for  $1,452,354  in  fiscal  year 
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2002  and  $767,249  planned  for  fiscal  year  2003.  We  expect  that  some  additional 
contractual  assistance  will  be  needed  to  carry  this  work  into  the  future,  but  we  do  not 
have  an  estimate  of  these  costs  at  this  time. 

We  also  anticipate  that  there  will  be  costs  later  this  year  for  training  Head  Start 
staff  who  conduct  the  child  assessments.  Although  plans  are  still  being  developed,  we 
estimate  the  needed  training  for  some  37,000  local  Head  Start  and  local  staff  will  also 
need  to  devote  time  to  conducting  the  actual  assessments  of  more  than  500,000 
children  twice  a  year.  We  estimate  total  costs  at  $22  million. 

Head  Start  training  and  technical  assistance  funds  are  being  used  for  contractual 
costs.  We  anticipate  using  current  Head  Start  program  funds  to  provide  supplements  to 
local  Head  Start  programs  to  help  support  the  cost  of  training  and  conducting  the 
assessments.  All  of  these  funds  are  available  within  current  appropriation  levels. 

The  Department  is  currently  working  to  develop  the  assessment  tool.  Over  the 
past  year,  the  Head  Start  Bureau  convened  a  series  of  focus  groups,  workshops,  and 
discussion  sessions  with  leaders  from  local  Head  Start  programs,  early  childhood 
researchers,  and  experts  on  assessment  strategies  for  young  children.  These  activities 
broadened  our  awareness  of  the  strengths  and  limitations  of  currently  available 
assessment  tools  (including  those  most  commonly  used  in  Head  Start  programs  for 
ongoing  assessment  of  children),  research  on  key  components  and  indicators  of  school 
readiness,  and  issues  and  concerns  around  development  of  the  national  reporting 
system. 

A  Technical  Work  Group  of  16  experts,  co-chaired  by  Dr.  Craig  Ramey, 
Georgetown  University,  and  Dr.  Clancy  Blair,  Pennsylvania  State  University  was 
created.  The  Technical  Work  Group  is  providing  ongoing  advice  and  support  to  the 
Bureau  in  the  development  and  implementation  of  the  assessment  system.  In  addition 
to  these  opportunities  for  consultation  and  input,  the  Bureau  convened  an  invitational 
conference  for  Head  Start  Directors  in  Washington,  D.C.  on  January  16,  2003  to 
provide  a  comprehensive  briefing  on  the  status  of  planning  and  development  of  the 
system. 

In  obtaining  contractual  support,  the  Department's  normal  competitive 
procurement  procedures  were  followed.  Based  on  the  limited  scope  and  duration  of 
the  project,  a  Task  Order  Contract  process  was  utilized  via  the  Department's  Program 
Support  Center,  Office  of  the  Assistant  Secretary  for  Administration  and  Management. 
Four  contractors  with  relevant  experience  in  the  area  of  early  childhood  assessment 
and  evaluation  were  invited  to  respond  to  a  Statement  of  Work  under  Task  Order 
Competition  #  02Y002210  on  August  12,  2002.  Proposals  were  due  on  September  4, 
2002.  Following  the  proposal  review  process,  Contract  #  282-98-001 5,  T.O.  #43  was 
awarded  to  Westat,  Inc.  on  September  30,  2002. 

Mr.  Obey:  Please  provide  similar  information  regarding  the  contracting 
process  for  the  new  training  program  for  Head  Start  teachers  which  you  described  in 
your  opening  statement. 
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Dr.  Horn:  In  the  summer  of  2002  we  provided  four  days  of  training,  in  20 
locations  throughout  the  country,  to  over  3,000  Head  Start  staff  on  how  to  help 
children  develop  skills  in  early  literacy.  These  staff  then  went  back  to  their  programs 
and  provided  this  training  to  Head  Start's  50,000  teachers.  The  training  provided  to  the 
3,000  Head  Start  staff  was  through  the  Head  Start  Bureau's  Training  and  Technical 
Assistance  Network.  This  year  we  also  have  provided  intensive  training  to  a  network 
of  300  mentor  coaches  who,  upon  request,  visit  Head  Start  programs  to  help  them 
develop  better  approaches  to  working  with  children  in  the  area  of  early  literacy.  The 
Head  Start  Bureau's  Training  and  Technical  Assistance  Network  also  provided  this 
training. 
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HEAD  START  FUNDING 

Mrs.  Lowey:  I  also  think  the  Administration  needs  to  realize  that  our  kids  need 
balanced  meals  before,  during,  and  after  school.  They  need  warm,  comfortable,  and 
clean  clothing  in  order  to  learn.  And  they  need  safe,  structured,  and  encouraging 
environments  in  which  to  study.  Head  Start  teaches  parents  these  lessons,  while  also 
providing  our  kids  with  the  right  tools  and  motivation  to  learn. 

The  president  says  he  wants  to  give  the  states  more  flexibility  to  administer 
Head  Start,  and  wants  to  retool  the  program  to  ensure  greater  success  amongst  program 
participants.  If  this  was  really  true,  wouldn't  the  Administration  have  requested 
additional  funding  for  the  program?  Head  Start's  budget  will  barely  keep  up  with 
inflation,  yet  the  program  is  only  serving  six  of  10  eligible  poverty-line  children. 

Dr.  Horn:  The  President's  request  proposes,  at  a  time  of  tight  fiscal  constraints, 
to  increase  Head  Start  funding  by  almost  $150  million.  Furthermore,  recognizing  that 
there  are  still  unserved  Head  Start  eligible  children,  the  President's  budget  proposes  to 
reallocate  some  of  Head  Start's  training  and  technical  assistance  funds  to  increase 
enrollment  by  10,500  children  in  those  parts  of  the  country  with  the  greatest  unmet 
need  for  Head  Start  services.  We  believe  that  allowing  interested  states  to  manage 
Head  Start  and  better  coordinate  it  with  other  child  development  programs  that  they 
already  administer  will,  in  many  cases,  result  in  expanded  services  that  reach  more 
eligible  children  and  families. 

LIHEAP  FUNDING 

Mrs.  Lowey:  While  I  am  pleased  that  the  President  proposed  adding 
$300  million  in  emergency  funding  to  the  Low  Income  Home  Energy  Assistance 
Program  (LIHEAP),  I  was  disappointed  to  see  a  cut  of  $88  million  in  regular  funding. 
According  to  the  Energy  Information  Administration,  heating  oil  prices  are  up  by 
50  percent,  natural  gas  prices  are  up  by  79  percent,  and  weather  conditions  were 
28  percent  colder  than  last  year.  These  factors,  combined  with  the  high  rates  of 
unemployment,  suggest  that  the  need  for  assistance  will  be  increasing,  not  decreasing. 
Shouldn't  the  budget  reflect  the  growing  need  for  assistance  by  providing  more  for 
LIHEAP?  Do  you  think  the  Administration's  budget  is  adequate? 

In  addition,  preliminary  data  suggests  that  there  will  be  a  significant  increase  in 
the  number  of  households  receiving  shut-off  notices  when  current  state  shut-off 
moratoriums  begin  expiring  at  the  end  of  this  month.  How  can  we  expect  families, 
who  are  struggling  to  make  ends  meet  through  this  economic  downturn,  to  pay  off  the 
energy  bills  they  have  accrued?  How  are  you  planning  to  address  the  problem?  Are 
you  going  to  request  a  supplemental  appropriation  for  LIHEAP? 

Dr.  Horn:  In  the  President's  budget  proposal  for  LIHEAP  for  FY  2004, 
$1.7  billion  in  regular  block  grant  funds,  and  $300  million  in  Emergency  Contingency 
Funds  is  requested.  The  total  amount  of  funds  requested  for  LIHEAP  ($2  billion)  in 
FY  2004  is  over  $200  million  greater  than  Congress  appropriated  in  FY  2003. 
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The  final  FY  2003  appropriation  did  not  include  the  $300  million  in 
Contingency  Funding.  In  fact,  the  additional  funding  in  the  regular  block  grant 
program  came  from  the  conversion  of  emergency  funds  carried  over  from  the  FY  2001 
supplemental  appropriation. 

President  Bush  also  released  an  additional  $200  million  in  emergency  energy 
funds  for  States,  Territories  and  Tribes  due  to  continuing  increases  in  home  heating 
fuel  prices  this  past  winter.  Further,  the  Administration  has  worked  with  States  to 
waive  requirements  for  withholding  amounts  for  quarterly  grant  distribution  to  ensure 
that  States  with  greater  winter  needs  are  able  to  serve  their  populations  with  the  funds 
available.  With  this  additional  funding  and  flexibility,  the  Administration  has  worked 
to  ensure  that  States  have  been  able  to  assist  or  provide  additional  benefits  to  low 
income  households. 

There  are  other  programs  in  HHS  with  flexibility  to  help  States  alleviate  the 
impact  of  home  energy  bills  on  low-income  households.  States  can  transfer  up  to 
10  percent  of  their  Social  Services  Block  Grant  (SSBG)  funds  to  LIHEAP.  As  an 
alternative,  they  can  use  their  flexibility  under  SSBG  to  provide  emergency  energy 
assistance  through  that  program.  States  may  also  use  Temporary  Assistance  for  Needy 
Families  (TANF)  funds  to  meet  the  ongoing  or  emergency  energy  needs  of  low-income 
families.  We  expect  states  to  utilize  this  flexibility  to  address  additional  energy  needs. 
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LIHEAP  HOT  WEATHER  ASSISTANCE 

Ms.  Roybal-Allard:  Based  on  the  severe  winter  weather,  I  would  be  interested 
to  know  where  we  stand  with  regard  to  LIHEAP  funds.  As  you  know,  California  is  far 
more  likely  to  use  LIHEAP  for  energy  assistance  related  to  hot  weather.  Is  there  any 
surplus  remaining  in  the  fund  for  states  like  California  to  cope  with  hot  weather,  and  if 
not,  what  are  the  Department's  plans  to  cope  with  emergency  needs  that  are  likely  to 
crop  up  during  the  rest  of  the  fiscal  year? 

Dr.  Horn:  The  LIHEAP  program  provides  much  flexibility  to  the  States  to 
design  their  energy  assistance  programs  in  the  way  that  they  believe  best  serves  the 
needs  of  their  low  income  populations.  A  State  may  set  aside  as  much  of  their  funds  as 
necessary  from  their  LIHEAP  allocation  to  be  used  for  heating  or  cooling,  and  for 
crisis  assistance,  including  establishing  a  crisis  component  that  provides  benefits 
specifically  for  summer  emergencies.  A  State  may  use  both  its  regular  block  grant 
funds  and  emergency  contingency  funds  to  address  such  crises. 

In  addition,  States  can  amend  their  fiscal  year  LIHEAP  plan  submitted  to  HHS 
if  the  State  later  chooses  to  re-direct  funds  to  other  areas  of  its  LIHEAP  program.  This 
would  include  re-directing  funds  to  establish  crisis  benefits  in  the  event  of  an 
unforeseen  emergency,  such  as  a  prolonged  heat  wave. 

California  does  not  currently  operate  a  LIHEAP  cooling  component,  and  instead 
operates  a  year  round  program  that  provides  both  heating  and  cooling  payments  to 
eligible  households. 

While  Congress  did  not  appropriate  LIHEAP  contingency  funds  for  FY  2003, 
there  are  other  programs  in  HHS  with  flexibility  to  help  States  alleviate  the  impact  of 
home  energy  bills  on  low-income  households.  States  can  transfer  up  to  10  percent  of 
their  Social  Services  Block  Grant  (SSBG)  funds  to  LIHEAP.  As  an  alternative,  they 
can  use  their  flexibility  under  SSBG  to  provide  emergency  energy  assistance  through 
that  program.  States  may  also  use  Temporary  Assistance  for  Needy  Families  (TANF) 
funds  to  meet  the  ongoing  or  emergency  energy  needs  of  low-income  families.  We 
expect  States  to  utilize  this  flexibility  to  address  additional  energy  needs. 
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Overview  of  the  FY  2004  Budget  Request 
Administration  for  Children  and  Families 

The  Administration  for  Children  and  Families  (ACF)  arirninisters  programs  which  promote  the 
economic  and  social  well-being  of  children,  youth,  and  families,  focusing  particular  attention  on 
vulnerable  populations  including  preschool  age  children,  adolescents,  families  and  children  in 
crisis,  the  developmentally  disabled.  Native  Americans,  and  refugees.  These  programs,  which 
are  carried  out  by  State,  territorial,  county,  city,  and  tribal  governments  -  as  well  as  by  private, 
nonprofit,  community  and  faith-based  organizations  -  have  been  designed  to  promote  stability, 
economic  security,  responsibility'  and  self-sufficiency. 

ACF  budgetary  resources 
appropriated  by  the 
Congress  are  in  three 
major  categories  -  pre- 
appropriated,  entitlement, 
and  discretionary 
programs  -  as  shown  in 
Figure  1.  The  FY  2004 
President's  Budget  request 
for  activities  administered 
by  ACF  is  $47.0  billion  - 
$405  million  below  the  FY 
2003  President's  Budget 
level. 


PRE  APPROPRIATED  AND  ENTITLEMENT  FUNDING 

Approximately  two-thirds  of  the  ACF  budget  request  in  FY  2004  is  for  preappropriated  or 
entitlement  programs  -  that  is,  programs  whose  funding  is  determined  outside  the  scope  of 
annual  appropriations  bills.  These  programs  include  Temporary  Assistance  for  Needy  Families 
(TANF),  Child  Support  Enforcement,  Foster  Care  and  Adoption  Assistance,  Promoting  Safe  and 
Stable  Families,  the  Social  Services  Block  Grant,  Children's  Research  and  Technical  Assistance, 
and  the  Child  Care  Entitlement.  In  FY  2004,  approximately  S33.5  billion  is  requested  for 
mandatory  spending  programs,  a  S773  million  decrease  (-2  per  cent)  below  the  FY  2003 
President's  Budget. 

DISCRETIONARY  FUNDING 

The  discretionary  portion  of  this  budget  request  is  composed  of  funding  for  such  programs  as  the 
Low  Income  Home  Energy  Assistance  Program  (UFfiEAP),  the  Child  Care  and  Development 
Block  Grant  (CCDBG),  Head  Start,  and  the  Community  Services  Block  Grant.  In  addition,  this 
request  includes  funding  for  Presidential  priority  programs,  including  the  Compassion  Capital 
Fund,  Mentoring  Children.of  Prisoners,  Maternity  Group  Homes,  and  Promotion  and  Support  of 
Responsible  Fatherhood  and  Healthy  Marriage.  Discretionary  spending  in  ACF  is  proposed  to 


Figure  I:  FUNDING  BY  CATEGORY  -  FY  2002-2004 
Administration  for  Children  2nd  Families 
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increase  to  $13.4  billion  in  FY  2004  --  $369  million  (+2.8  per  cent)  above  the  FY  2003 
President's  Budget.  The  ACF  budget  request  would  support  1,472  full-time  equivalent  (FTE) 
positions  in  FY  2004  --  40  FTE  below  the  FY  2003  level. 

HIGHLIGHTS  OF  THE  FY  2004  BUDGET  REQUEST 

For  FY  2004,  the  Administration  is  proposing  to  target  resources  in  the  following  key  areas: 
Entitlement  Programs: 

■  Strengthening  Services  To  Vulnerable  Children  Through  An  Innovative  Child 
Welfare  Program  Option:  To  strengthen  services  provided  to  these  vulnerable  children 
and  further  the  goal  of  helping  States  develop  a  seamless  system  for  child  welfare 
services,  ACF  is  proposing  legislation  to  offer  States  an  alternative  to  the  current  foster 
care  entitlement  program.  Under  this  alternative  system,  States  could  choose  to 
administer  their  foster  care  program  within  a  fixed  allocation  of  funds  over  a  five  year 
period  if  this  approach  would  better  support  their  unique  child  welfare  needs.  During  this 
time,  States  would  be  given  far  greater  flexibility  in  determining  how  best  to  use  these 
funds  in  terms  of  services  provided  and  populations  served.  The  alternative  program 
would  encompass  funding  for  the  existing  title  TV-E  foster  care  maintenance  payments 
program  and  the  associated  administrative  costs,  including  funding  for  the  State  Child 
Welfare  Information  Systems.  Funding  for  the  program  would  be  cost  neutral  over  five 
years.  However,  States  would  be  able  to  receive  up-front  funding  under  the  alternative 
option,  and  States  that  elect  to  use  the  alternative  funding  option  and  who  experience 
emergencies  affecting  their  foster  care  systems  may  apply  for  access  to  additional 
funding  from  the  Temporary  Assistance  for  Needy  Families  (TANF)  Contingency  Fund. 

■  Improvements  in  the  Child  Support  Enforcement  Program  to  Increase  Support 
to  Families  and  to  Increase  Collections:  ACF  is  proposing  legislation  to  enhance 
and  expand  the  existing  automated  enforcement  infrastructure  at  the  Federal  and  State 
level  and  increase  support  collected  on  behalf  of  children  and  families.  For  example, 
proceeds  from  insurance  settlements  and  gaming  winnings  will  be  subject  to  intercept 
for  past  due  support  and  the  process  for  freezing  and  seizing  assets  in  multi-state 
financial  institutions  will  be  simplified  at  the  Federal  level.  When  combined  with  the 
opportunities  to  increase  child  support  collections  outlined  in  the  President's  FY  2003 
budget  (expanded  passport  denial,  offset  of  certain  Social  Security  benefits  and 
mandatory  review  and  adjustment  of  support  orders)  and  the  FY  2003  framework 
proposed  for  directing  more  of  the  support  collected  to  children  and  families,  over  $1 
billion  in  increased  support  will  be  realized  over  five  years  as  a  result  of  the 
President's  FY  2004  budget.  Further,  the  FY  2004  budget  request  also  recognizes  that 
healthy  families  need  more  than  financial  support  by  seeking  a  $2  million  increase  in 
funding  for  Access  and  Visitation  grants  to  support  and  facilitate  non-custodial  parents 
access  to  and  visitation  with  their  children. 
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Discretionary  Programs: 

■  Increased  LIHEAP  Funding  (+$300  million):  In  order  to  continue  to  provide  home 
energy  assistance,  $1 ,700,000,000  is  requested  for  FY  2004,  an  increase  of  $300,000,000 
over  the  FY  2003  President's  Budget.  This  increase  will  enable  states  to  meet  energy 
emergencies  due  to  extremes  in  temperature,  either  during  severe  cold  weather  in  the 
winter  or  sustained  heat  waves  in  the  summer.  This  request  will  help  enable  states  to 
meet  the  increasing  demands  for  LIHEAP  assistance,  ensure  that  low  income  households 
are  not  without  heating  or  cooling,  and  provide  protection  to  our  most  vulnerable 
populations,  the  elderly,  households  with  small  children  and  persons  with  disabilities. 

■  Strengthening  Head  Start  (+$148  million):  The  budget  request  for  FY  2004  is 
$6,815,570,000,  an  increase  of  $148  million  over  the  FY  2003  President's  budget  request. 
This  increase,  coupled  with  greater  discretionary  authority  to  allocate  resources  contained 
in  our  proposed  Head  Start  reauthorization,  will  be  used  to  maintain  current  service  levels 
and  to  increase  the  Head  Start  children  enrollment  in  FY  2004.  In  the  Head  Start 
reauthorization,  we  are  proposing  to  strengthen  the  program  by  eliminating  some  of  the 
extremely  prescriptive  provisions  that  have  been  added  to  the  statute  over  the  years  in 
order  to  provide  greater  flexibility  to  target  the  dollars  where  they  are  needed  most.  Of 
particular  note,  we  are  proposing  to  change  the  current  statutory  set-aside  for  training  and 
technical  assistance  from  at  least  two  percent  of  the  total  appropriation  to  up  to  two 
percent  of  the  total  appropriation,  providing  the  Secretary  with  greater  discretionary 
authority  to  allocate  these  resources  each  year  in  a  manner  that  would  maximize  benefits 
to  children  and  families. 

■  Mentoring  Children  of  Prisoners  (+$25  million):  This  newly  authorized 
Administration  initiative  would  provide  $50,000,000  -  an  increase  of  $25  million  above 
the  FY  2003  President's  Budget  level  -  to  provide  competitive  grants  to  State  and  local 
governments,  Indian  tribes  and  consortia,  and  faith  and  community-based  organizations 
to  mentor  children  of  prisoners  and  those  recently  released  from  prison.  The  arrest  and 
incarceration  of  a  parent  often  results  in  traumatic  separations  for  children,  followed 
frequently  by  erratic  shifts  from  one  caregiver  to  another.  These  children  are  less  likely 
than  their  peers  to  succeed  in  school  and  more  likely  to  succumb  to  substance  abuse, 
gangs,  early  childbearing,  and  delinquency.  Children  of  incarcerated  mothers  are 
particularly  vulnerable,  as  these  children  typically  come  from  households  where  the 
mother  was  the  sole  provider,  making  placement  in  foster  care  more  likely  when  the 
mother  is  in  prison. 

■  Additional  Funding  for  the  Domestic  Violence  Hotline  (+$843,000):  The  FY  2004 
request  for  the  Domestic  Violence  Hotline  is  $3,000,000,  an  increase  of  $843,000  over 
the  FY  2003  President's  Budget.  The  increase  addresses  the  need  to  answer  more  calls  as 
well  as  to  position  the  Hotline  to  properly  respond  to  the  "spike"  in  calls  as  various 
broadcast  and  public  awareness  activities  impact  their  call  numbers.  The  Hotline 
averages  300  to  400  calls  a  day;  a  response  to  a  public  awareness  message  or  a  program 
that  publicizes  the  Hotline  number  can  provide  a  "spike  "  of  400  to  500  calls  within 
hours. 
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»    Targeted  Reductions  in  the  Community  Services  Block  Grant,  Rural  Community 
Facilities  Program,  and  Community  Food  and  Nutrition  Program  (-$88  million): 

The  budget  request  for  FY  2004  reflects  a  lack  of  strong  performance  data  for  the  CSBG 
program.  The  proposed  reauthorization  legislation  includes  measures  that  would 
generate  more  consistent  performance  data  in  future  years  for  this  program,  and  also 
ensure  more  accountability.  Under  this  legislative  proposal,  non-performing  grantees 
would  lose  their  designation  and  be  subject  to  a  state-run  award  competition.  In  addition, 
funding  is  not  requested  for  the  Community  Food  and  Nutrition  Program  and  the  Rural 
Community  Facilities  Program  since  these  programs  duplicate  services  provided  by  other 
programs. 

STRATEGIC  GOALS  AJVD  ACCOMPLISHMENTS 

ACF  is  committed  to  working  with  our  partners  to  focus  on  results  by  measuring  performance 
and  holding  ourselves  accountable  to  achieving  results.  Under  the  requirements  of  the 
Government  Performance  and  Results  Act  and  within  the  framework  of  Departmental  goals, 
ACF  strategic  goals,  objectives,  and  performance  measures  have  been  developed.  The  priorities 
reflected  in  the  FY  2004  budget  are  in  support  of  the  four  strategic  goals  in  the  ACF  performance 
plan: 

To  accomplish  this  mission,  ACF  strives  to  achieve  the  following  four  strategic  goals: 

»    Strategic  Goal  1  -  Increase  economic  independence  and  productivity  for  families:  ACF 

assists  families,  particularly  the  most  vulnerable,  in  achieving  economic  self-sufficiency  and 
providing  for  their  children's  well-being.  Key  objectives  include  supporting  job  preparation 
and  work,  providing  opportunities  for  independent  living,  ensuring  parental  responsibility, 
and  offering  child  care  subsidies  targeted  primarily  to  low-income  families. 

■  Strategic  Goal  2  -  Improve  healthy  development,  safety  and  well-being  of  children  and 
youth:  ACF  invests  in  opportunities  for  children  and  youth  to  enjoy  stable,  safe  and  healthy 
years  of  growth,  enabling  them  to  become  successful  learners  and  productive  adults.  Primary 
outcomes  include  healthy  marriages,  safe  environments,  school  readiness,  and  positive  youth 
development. 

■  Strategic  Goal  3  -  Increase  the  health  and  prosperity  of  communities  and  Tribes:  ACF 
believes  that  supportive  communities  and  Tribes  help  families  succeed.  With  its  partners  - 
including  faith-  and  community-based  organizations,  private  organizations,  and  State  and 
local  government  -  ACF  is  committed  to  supporting  strategies  that  build  strong,  stable  and 
supportive  communities. 

■  Strategic  Goal  4  -  Manage  resources  to  improve  performance:  ACF  understands  that 
positive  outcomes  for  individuals,  families  and  communities  can  be  achieved  through 
building  a  more  effective  organization  and  has  aligned  its  management  objectives  with  the 
President's  Management  Agenda  and  the  HHS  Strategic  Plan.  Major  initiatives  are 
underway  in  the  areas  of  human  capital,  organizational  development,  electronic  government 
and  financial  management. 
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The  FY  2004  Performance  Plan  identifies  the  performance  measures  that  we  will  use  to  track  our 
progress  toward  achieving  strategic  goals.  The  FY  2002  Performance  Report  highlights  the  fact 
that  ACF  made  significant  progress  in  such  areas  as:  (1)  helping  to  improve  the  economic 
independence  of  low-income  families;  (2)  continuing  to  promote  access  to  quality  child  care 
services  to  help  low-income  working  parents  and  their  children;  (3)  increasing  parental 
involvement  and  financial  support  of  non-custodial  parents  in  the  lives  of  their  children;  (4) 
improving  the  healthy  development  and  learning  readiness  of  preschool  children;  and  (5) 
increasing  the  safety  and  security  of  youth. 
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All-Purpose  Table  -  Fiscal  2002-2004 

ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


2003 

2002              President's  2004 
Enacted  Budget  Estimate1 


DISCRETIONARY  PROGRAMS: 

LOW  INCOME  HOME  ENERGY  ASSISTANCE 
PROGRAM  (LIHEAP): 

LIHEAP  Block  Grant    1,700,000,000  1,400,000,000  1,700,000,000 

Contingency  Fund  (LIHEAP)    300,000,000  300,000,000  300,000,000 

Total,  LIHEAP  -  Program  Level   2,000,000,000  1,700,000,000  2,000,000,000 

CHILD  CARE  &  DEVELOPMENT  BLOCK  GRANT: 

Child  Care  &  Development  Block  Grant   2,089,970,000  2,089,994,000  2,089,865,000 

Research  and  Evaluation  Fund   9,972,000  10,000,000  9,864,000 

Total,  Child  Care  &  Development  Block  Grant   2,099,942,000  2,099,994,000  2,099,729,000 

PROMOTING  SAFE  &  STABLE  FAMELIES:  (Discretionary  portion  Only) 

Promoting  Safe  and  Stable  Families   69,997,000  200,000,000  199,978,000 

Mentoring  Children  of  Prisoners   0  25,000,000  50,000,000 

Total,  Promoting  Safe  &  Stable  Families   69,997,000  225,000,000  249,978,000 

Independent  Living  Training  Vouchers   0  60,000,000  60,000,000 

CHILDREN  &  FAMILIES  SERVICES  PROGRAMS: 

Head  Start 

Current  Funded   5,136,977,000  5,267,533,000  5,415,570,000 

Advance  Funding   1,400,000,000  1,400,000,000  1,400,000,000 

Subtotal,  Head  Start   6,536,977,000  6,667,533,000  6,815,570,000 

Early  Learning  Opportunities  Fund   24,988,000  0  0 

Runaway  and  Homeless  Youth  Program: 

Runaway  and  Homeless  Youth  Program   88,024,000  88,133,000  88,043,000 

Maternity  Group  Homes   0  10,000,000  10,000,000 

Subtotal,  Runaway  and  Homeless  Youth  Programs   88,024,000  98,133,000  98,043,000 

Education  &  Prevention  Grants  to  Reduce  Sexual  Abuse 

of  Runaway,  Homeless  and  Street  Youth   14,999,000  14,999,000  14,999,000 

Child  Abuse  Programs: 

Child  Abuse  State  Grants   22,013,000  22,013,000  22,013,000 

Child  Abuse  Discretionary  Activities   26,081,000  26,351,000  26,301,000 

Community-Based  Family  Resource  and  Support  Grants  33,412,000  33,417,000  33,403,000 

Subtotal,  Child  Abuse  Programs   81,506,000  81,781,000  81,717,000 


1  Reductions  in  the  aggregate  level  of  information  technology  spending  in  FY  2004  across  ACF  have  resulted  in 
small  reductions  in  those  discretionary  accounts  in  which  such  spending  is  incurred.  Where  that  is  the  case,  our 
discussion  of  the  change  from  the  FY  2003  President's  Budget  request  in  the  budget  justification  will  only  address 
changes  exclusive  of  the  IT  reductions. 
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2003 

2002              President's  2004 
Enacted  Budget  Estimate1 


Child  Welfare  Programs: 

Child  Welfare  Services   29 1 ,986,000 

Child  Welfare  Training   7,487,000 

Adoption  Opportunities   27,335,000 

Abandoned  Infants  Assistance  Programs   12,1 94,000 

Subtotal,  Child  Welfare  Programs   339,002,000 

Adoption  Incentives   43,000,000 

Children's  Health  Act  Program 

Infant  Adoption  Awareness  Program   9,906,000 

Special  Needs  Adoption  Program   3,000,000 

Subtotal,  Children's  Health  Act  Program   12,906,000 

Developmental  Disabilities: 

Basic  State  Grants   69,800,000 

Protection  and  Advocacy   35,000,000 

Projects  of  National  Significance   11 ,684,000 

Centers  for  Excellence   24 .000,000 

Subtotal,  Developmental  Disabilities   140,484,000 

Native  American  Programs   45,826,000 

Social  Services  Research  &  Demonstration   30,9 1 8,000 

Compassion  Capital  Fund   29,949,000 

Promotion  and  Support  of  Responsible  Fatherhood  and 

Healthy  Marriage   0 

Federal  Administration   171 ,466,000 

Center  for  Faith  Based  and  Community  Initiatives   1 ,497,000 

Subtotal,  Federal  Administration   1 72,963 ,000 

Total  FTE2   1,465 

Subtotal,  Children  and  Families  Services  Programs   7,561,542,000 

Community  Services  Programs: 

Community  Services  Block  Grant   649,967,000 

Community  Services  Discretionary  Activities: 

JOLI   5,500,000 

Community  Economic  Development   26,976,000 

Rural  Community  Facilities   7,000,000 

National  Youth  Sports   1 7,000,000 

Community  Food  &  Nutrition   7,3 1 2,000 

Individual  Development  Accounts   24,943,000 

Subtotal,  Community  Services  Programs   738,698,000 


291,986,000 
7,498,000 
27,405,000 
12,205,000 

339,094,000 

43,000,000 


9,906,000 
3,000,000 
12,906,000 


69,800,000 
35,000,000 
11,734,000 
24,000,000 
140,534,000 

45,196,000 

6,000,000 

100,000,000 


20,000,000 

171,837,000 
1,500,000 
173,337,000 
1,512 


291,986,000 
7,470,000 
27,343,000 
12,086,000 

338,885,000 

43,000,000 


9,906,000 
3,000,000 
12,906,000 


69,800,000 
35,000,000 
11,642,000 
24,000,000 
140,442,000 

45,119,000 

5,982,000 

100,000,000 


20,000,000 

179,584,000 
1,400,000 
180,984,000 
1,472 


7,742,513,000  7,897,647,000 


570,000,000 

5,500,000 
27,017,000 
6,161,000 
0 

6,657,000 
24,990,000 
640,325,000 


494,964,000 

5,497,000 
26,939,000 
0 
0 
0 

24,912,000 
552312,000 


2  FY  2002  is  shown  comparably  t  reflect  the  transfer  of  the  Unaccompanied  Alien  Children  Program  from  the 
Immigration  and  Naturalization  Service  (17  FTE  in  all  three  years). 
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zuu3 

2002 

President's 

2004 

Enacted 

Budget 

Estimate1 

Violent  Crime  Reduction: 

Family  Violence  Prevention  and  Support/Battered 

1  7/f  A  <Ci  nnn 
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227,243,000 

227,291,000 

200,193,000 

10,000,000 

10,000,000 

10,000,000 

158,600,000 

151,121,000 

153,121,000 

Victims  of  Torture  

10,000,000 

10,000,000 

10,000,000 

4,835,000 

4,835,000 

4,835,000 

49,477,000 

49,477,000 

49,477,000 

33,000,000 

m  nnn  nnn 
33,UIaJ,UUU 
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493,155,000 
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£7iC  AAA 

13,089,950,000 

1*3  AQA  177  AAA 
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1,  /4>IO  m  £  AAA 

13,448,715,000 

ENTITLEMENT  PROGRAMS: 

PAYMENTS  TO  STATES  FOR  CHILD  SUPPORT  ENFORCEMENT 

&  FAMILY  SUPPORT  PROGRAMS: 

3,481,336,000 
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450,000,000 
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1,000,000 

1,000,000 

23,834,000 

24,000,000 

24,000,000 

124,008,000 
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n 

State  and  Local  Welfare  Administration.  

3,052,000 

n 

n 
U 

127,060,000 

1  n  nnn  nnn 

n 
U 

Total,  Payments  to  States  for  CSE  &  FS  Programs, 

4,092,230,000 

/i  tja.  ^ni  nnn 

a  ^7^  77n  nnn 

jZ_>,Z  /u,uuu 

Payments  to  States  for  CSE  &  FS  Programs,  Net  B  A  

3,846,518,000 

j  ntA  Rfin  nnn 

j      07n  nnn 

PAYMENTS  TO  STATES  FOR  FOSTER  CARE  & 

ADOPTION  ASSISTANCE: 

5,055,492,000 

4,736,000,000 

4,974,200,000 

Independent  Living  

140,000,000 

14o!o0o'o00 

140'000'000 

1,426,000,000 

1,619,800,000 

1,699,700,000 

Total,  Payments  to  States  for  Foster  Care  and  Adoption 

6,621,492,000 

6,495,800,000 

6,813,900,000 

SOCIAL  SERVICES  BLOCK  GRANT: 

1,700,000,000 

1,700,000,000 

1,700,000,000 

PROMOTING  SAFE  &  STABLE  FAMILIES: 

B.A   304,989,000         305,000,000  305,000,000 
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2003 

2002              President's  2004 
Enacted  Budget  Estimate1 


TEMPORARY  ASSISTANCE  FOR  NEEDY  FAMILIES  (TANF): 

State  Family  Assistance  Grants   16,488,667,000  16,488,667,000  16,488,667,000 

Territories  -  Family  Assistance  Grants   77,875,000  77,875,000  77,875,000 

Matching  Grants  to  Territories   15,000,000  15,000,000  15,000,000 

Supplemental  Grants  for  Population  Increases   319,450,000  319,450,000  319,450,000 

Contingency  Fund   0  2,000,000,000  [2,000,000,000] 

Bonus  to  Reward  Decrease  in  Illegitimacy   100,000,000  0  0 

Employment  Achievement  (formerly  High  Performance) .  [200,000,000]  [300,000,000]  500,000,000 

Tech  Asst  &  Welfare  Research  -  Family  Formation   0  100,000,000  100,000,000 

Family  Formation  Grants   0  [100,000,000]  100,000,000 

Native  Employment  Works  Program   7,633,000  7,633,000  7,633,000 

Total,  TANF,  B.A.  Current  Law   17,008.625.000  19,008,625,000  17,608,625,000 

CHILDREN'S  RESEARCH  &  TECHNICAL  ASSISTANCE: 

Training  &  Technical  Assistance   12,317,545  11,790,000  11,560,000 

Federal  Parent  Locator  Service   24,609,089  23,580,000  23,120,000 

Children's  Welfare  Research   0  15,000,000  15,000,000 

Total,  Children's  Research  &  Technical  Assistance,  B  A.  ...  36,926,634  50,370,000  49,680,000 

CHILD  CARE  ENTITLEMENT  TO  STATES: 

Mandatory   1,177,524,781  1,177,524,781  1,177,524,781 

Matching   1,478,342,719  1,478,342,719  1,478,342,719 

Training  &  Technical  Assistance   6,792,500  6,792,500  6,792,500 

Tribal  Mandatory  Funds   54,340,000  54,340,000  54,340,000 

Total,  Child  Care  Entitlement,  B.A   2,717,000,000  2,717,000,000  2,717,000,000 

TOTAL,  ENTITLEMENT  PROGRAMS,  B.A   12,472,999,000  12,537,600,000  13,164,870.000 

TOTAL,  PRE-APPROPRIATED  PROGRAMS,  B.A...  19,762,551634  21,775,995,000  20,375,305,000 

TOTAL,  DISCRETIONARY  PROGRAMS,  B.A   13,089,950,000  13,080,172,000  13,448,715,000 

TOTAL,  ACF  PROGRAMS,  BJl.    45,325,500,634  47,393,767,000  46,988,890,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 

FY  2004  Budget  Page 

Appropriation  Language   B-2 

Amounts  Available  for  Obligation   B-3 

Summary  of  Changes   B-4 

Budget  Authority  by  Activity   B-6 

Budget  Authority  by  Obj  ect   B-7 

Significant  Items  in  House,  Senate,  and  Conference  Appropriation  Committee  Reports   B-8 

Authorizing  Legislation   B-10 

Appropriations  History  Table  B-l  1 

Justification: 

General  Statement  B-12 

Child  Support  Enforcement  B-l 5 

Other  Programs   B-27 

Prior  Year  AFDC  and  Related  Programs   B-31 
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PAYMENTS  TO  STATES  FOR  CHILD  SUPPORT  ENFORCEMENT 
AND  FAMILY  SUPPORT  PROGRAMS 

For  making  payments  to  States  or  other  non-Federal  entities  under  titles  L  TV-D,  X,  XI, 
XTV,  and  XVI  of  the  Social  Security  Act  and  the  Act  of  July  5,  1960  (24  U.S.C.  ch.  9), 
[$2,936,800,000]  $3,292,970,000,  to  remain  available  until  expended;  and  for  such  purposes  for 
the  first  quarter  of  fiscal  year  [2004,  $1,100,000,000]  2005,  $  J, 200,000,000,  to  remain  available 
until  expended. 

For  making  payments  to  each  State  for  carrying  out  the  program  of  Aid  to  Families  with 
Dependent  Children  under  title  IV -A  of  the  Social  Security  Act  before  the  effective  date  of  the 
program  of  Temporary  Assistance  to  Needy  Families  (TANF)  with  respect  to  such  State,  such 
sums  as  may  be  necessary:  Provided,  That  the  sum  of  the  amounts  available  to  a  State  with 
respect  to  expenditures  under  such  title  IV- A  in  fiscal  year  1997  under  this  appropriation  and 
under  such  title  TV-A  as  amended  by  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1 996  shall  not  exceed  the  limitations  under  section  1 1 6(b)  of  such  Act . 

For  making,  after  May  31  of  the  current  fiscal  year,  payments  to  States  or  other  non- 
Federal  entities  under  titles  I,  IV-D,  X,  XL  XIV,  and  XVI  of  the  Social  Security  Act  and  the  Act 
of  July  5,  1960  (24  U.S.C.  ch.  9),  for  the  last  3  months  of  the  current  fiscal  year  for  unanticipated 
costs,  incurred  for  the  current  fiscal  year,  such  sums  as  may  be  necessary. 

Departments  of  Labor,  Health  and  Human  Services,  and  Education  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  by  the  FY  2003  President 's  Budget 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 

Amounts  Available  for  Obligation 
2003 

2002  President's  2004 

Actual  Budget  Estimate 

Appropriation: 

Current  Year                  $2,447,800,000  $2,936,800,000  $3,245,970,000 

Advance                         1,000,000,000  1,100,000,000  1,100,000,000 

Indefinite                          398,718,000  0  0 

Subtotal,  net  budget 

authority                         3,846,518,000  4,036,800,000  4,345,970,000 

Offsetting  collections  157,452,000  189,454,000  179,300,000 
Subtotal,  gross  budget 

authority                         4,003,970,000  4,226,254,000  4,525,270,000 

Unobligated  balance 

start  of  year                         88,513,000  253,000  0 

Recovery  of  prior  year 

obligations                                     0  0  0 

Unobligated  balance 

end  of  year                             253,000  0  0 

Total  Obligations.            $4,092,230,000  $4,226,507,000  $4,525,270,000 
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Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 

SUMMARY  OF  CHANGES 

FY  2003  President's  Budget  Request 

Total  estimated  budget  authority   $4,226,254,000 

(Obligations)    4,226,507,000 

FY  2004  Estimate   4,525,270,000 

(Obligations)   4,525,270,000 

Net  change   +299,016,000 

(Obligations)   +298,763,000 


Increases: 
Built-in: 

Increase  in  Child  Support  Enforcement 
Aciministrative  costs  

Increase  due  to  reduction  of  unobligated 
balances  carried  forward  

Program: 

Increase  in  Access  and  Visitation 
Grants  to  States  

Total  Increases  

Decreases: 

Built-in: 

Decrease  in  amount  available  for 
incentive  payments  to  States  

Program: 
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$3,711,353,000 
253,000 

10,000,000 


461,000,000 


Change  from  Base 

+$372,917,000 
+253,000 


+2,000,000 
+$375.170.000 


-7,000,000 
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Decrease  in  administrative  costs  due  to 

legislative  proposals   3,711,353,000  -49,000,000 

Expiration  of  provision  providing  hold 

harmless  payments  to  States   1 0,154,000  -10,1 54,000 


Decrease  in  payments  for  prior-year 
claims  for  AFDC  and  related  programs 
repealed  by  P.L.  104-193  

Total  Decreases  

Net  Change  


10,000,000  -10,000,000 
-76.154.000 
-$299.016.000 
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Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 

Budget  Authority  by  Activity 
(Obligations) 

2003 

2002  President's  2004 

Actual  Budget  Estimate 

CHILD  SUPPORT 
ENFORCEMENT : 
State  Child  Support 

Administrative  costs                    $3,481,336,000  $3,711,353,000  $4,035,270,000 

Federal  Incentive  Payments  to 

States                                        450,000,000  461,000,000  454,000,000 

Hold  Harmless  Payments  to 

States                                                       0  10,154,000  0 

Access  and  Visitation  Grants                10,000,000  10,000,000  12,000.000 

Subtotal,  Child  Support 

Enforcement                               3,941,336,000  4,192,507,000  4,501,270,000 

OTHER  PROGRAMS 

Payments  to  Territories  -  Adults..         23,000,000  23,000,000  23,000,000 

Repatriation                                        834.000  1,000,000  1.000.000 

Subtotal,  Other  Programs                   23,834,000  24,000,000  24,000,000 

PRIOR-YEAR  AFDC  AND 
RELATED  PAYMENTS: 

AFDC/EA  payments                        124,008,000  10,000,000  0 

State  and  Local  Welfare 

Administration                                 3.052,000  0  0 

Subtotal,  AFDC  Programs                  127,060,000  10,000,000  0 

Total  Obligations                       $4,092,230,000  $4,226,507,000  $4,525,270,000 
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Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 

Budget  Authority  bv  Object 

(Obligations) 


2003 
President's 
Budget 


2004 
Estimate 


Increase 
or 

Decrease 


Grants,  subsidies 
and  contributions 

Total  obligations 


$4,226,507,000 
$4,226,507,000 


$4,525,270,000 
$4,525,270,000 


+$298,763,000 
+$298,763,000 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 

SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE  AND  CONFERENCE 
APPROPRIATIONS  COMMITTEE  REPORTS 


The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and  significant 
items  derived  from  Senate  Report  107-21 6  (Labor,  Health  and  Human  Services  and  Education). 
These  actions  discussed  below  are  contingent  on  inclusion  of  similar  language  and  funding  in  the 
final  FY  2003  appropriation  and  related  reports.  Additional  items  may  be  transmitted  at  a  later 
date  as  a  result  of  the  final  Conference  report. 

2003  Senate  Committee  Report  Language 

Item 

[State  information  technology  consortium]  The  Committee  four  years  ago  encouraged 
ACF  to  work  with  the  State  information  technology  consortium  in  an  effort  to  help  States 
with  the  difficult  task  of  streamlining  service  delivery,  while  also  meeting  TANF  record 
keeping  and  reporting  requirements.  The  Committee  is  pleased  to  learn  that  this  effort  is 
progressing  and  that  States  and  ACF  are  now  able  to  share  systems  information  on 
TANF,  child  support  enforcement,  child  welfare  and  child  care  activities.  The  Committee 
understands  that  plans  are  now  underway  to  put  in  place  web-based  technology  that 
permits  communications  and  interface  within  States,  across  State  borders,  and  between 
ACF  and  States.  Accordingly,  the  Committee  urges  ACF  to  expand  its  efforts  with  the 
State  information  technology  consortium  in  fiscal  year  2003.  Similarly,  the  Committee  is 
pleased  to  note  that  child  support  collections  on  behalf  of  families  continue  to  grow. 
When  combined  with  other  income,  child  support  collections  passed  through  to  TANF 
families  can  provide  the  boost  needed  to  help  a  family  attain  self-sufficiency.  To  aid  in 
this  objective,  the  Committee  urges  CSE  to  implement  the  next  phase  of  an  effort 
launched  last  year  in  conjunction  with  the  State  information  technology  consortium.  The 
Committee  remains  convinced  that  States  are  in  a  position  to  best  determines  how  to 
remove  current  barriers  to  child  support  collections  and  to  improve  the  flow  of 
information  between  agencies  and  the  court  system. 

Action  Taken  or  to  be  Taken 

In  FY  2002,  OCSE  contracted  with  State  Information  Technology  Consortium  (SITC)  to 
help  child  support  enforcement  efforts  by  improving  coordination  and  the  flow  of  data 
between  State  IV-D  Agencies,  tribal  organizations  and  State  Courts.  These  joint  efforts 
with  SITC  included:  researching  and  collecting  best  practices  from  State  IV-D  agencies 
in  the  area  of  internet  and  web-based  customer  service  capabilities,  developing  a  best 
practices  training  curriculum  and  resource  CD-ROM  in  the  area  of  web-based  customer 
service  for  child  support  clients,  and  conducting  four  training  sessions  on  Child  Support 
web  development  which  were  held  throughout  the  United  States.  Ongoing  activities  in 
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2003  include  a  training  session  in  Dallas,  Texas  in  January  2003,  and  another  training 
session  in  Seattle,  Washington  in  March  2003.  Another  effort  involved  the  establishment 
and  facilitation  of  a  Tribal  CSE  Systems  workgroup,  and  an  interstate  workgroup  on 
tribal  and  State  child  support  agency  intergovernmental  cooperation.  A  feasibility  study 
for  a  data  and  document  exchange  capability  between  the  State  child  support  agencies 
and  their  court  systems  is  underway  and  SITC  will  provide  support  at  the  National 
Judicial  symposium  on  Children,  Courts  and  the  Child  Support  Enforcement  program. 
SITC  has  also  provided  research  and  analysis  support  for  Child  Support  Enforcement 
Automated  systems  reviews,  and  support  for  an  Interstate  workgroup  on  interagency  data 
access.  OCSE  plans  to  implement  the  next  steps  in  these  efforts  in  FY  2003. 
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Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 
Authorizing  Legislation 


2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Budget 
Request 

Payments  to  States 
for  Child  Support 
Enforcement  and 
Family  Support 
Programs: 
Titles  I,  IV-A  and 
-D,  X,  XI,  XIV 
and  XVI  of  the 
Social  Security 
Act  and  the  Act  of 
JulyS,  1960 
(Public  Law  86- 
571) 

Total 

Appropriation, 
Net  budget 
authority 

Indefinite1 

$4,036,800,000 

Indefinite1 

$4,345,970,000 

Generally,  indefinite  authority  is  authorized  for  this  account;  however,  there  are  specific  authorizations  for  a  few 
of  the  programs  covered  by  this  appropriation: 

•  Section  1 1 08(a)  of  the  Social  Security  Act  provides  for  a  limitation  on  payment  to  Puerto  Rico,  Guam  and  the 
Virgin  Islands  under  titles  L,  X,  XJV,  XVI,  parts  A  and  E  of  title  IV  and  subsection  1 108(b)(Matching  grants). 
The  limitations  were  established  by  P.L.  104-193  and  most  recently  amended  by  Section  5512  of  PX.  105-33, 
are  as  follows:  $107,255,000  for  Puerto  Rico,  $3,554,000  for  the  Virgin  Islands  $4,686,000  for  Guam,  and 
$1,000,000  for  American  Samoa.  The  limitations  do  not  apply  however  to  the  Bonus  to  Reward  the  Decrease  in 
Illegitimacy,  the  Bonus  to  Reward  High  Performance  States,  or  Loans  for  State  Welfare  Programs. 

•  Section  1 1 1 3  of  the  Social  Security  Act  provides  for  a  $  1 ,000,000  limitation  on  funds  paid  to  repatriated  U.S. 
citizens  and  dependents  that  return  because  of  destitution,  illness  or  international  crisis. 

•  Access  and  Visitation  Grants  are  authorized  by  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996  (P.L.  104- 193)  foT  $10,000,000  for  each  fiscal  year. 
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Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 
APPROPRIATIONS  HISTORY  TABLE 


Budget 

Estimate 

House 

See ate 

Year 

to  Congress 

Allowance 

Allowance 

Appropriation 

1994 

$15,915,966,000 

$15,915,966,000 

$15,915,966,000 

$15,915,966,000 

1995 

16,961,788,000 

16,961,788,000 

16,961,788,000 

16,961,788,000 

1996 

18,014,307,000 

18,014,307,000 

18,014,307,000 

18,014,307,000 

1997 

18,101,000,000 

18,101,000,000 

18,101,000,000 

6,958,000,000" 

1998 

607,000,000 

607,000,000 

'607,000,000 

607,000,000s 

1999 

2,648,794:0O0 

2,648,794,000 

2,648,794,000 

2,648,794,000* 

2000 

750,000,000 

750,000,000 

750,000,000 

1,010,248,0007 

2001 

3,091,800,000 

3,091,800,000 

3,091,800,000 

3,091,800,000 

2002 

3,447,800,000 

3,447,800,000 

3,447,800,000 

3,846,518,000s 

2003 

4,036,800,000' 

2004 

4,345,970,0002 

2005 

l,200,O00,0OO3 

1  Amount  requested  to  finance  estimated  obligations  including  $1,100,000,000  advance  appropriation. 

2  Amount  requested  to  finance  estimated  obligations  including  $1,1 00,000,000  advance  appropriation. 

3  Requested  advance  for  first  quaitei. 

4  Sum  of  the  FY  97  advance  appropriation  of  $4,800,000,000  and  the  FY  97  appropriation  for  child  support 
enforcement  of  $2,1 58,000,000  due  to  the  enactment  of  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996  creating  TANF. 

5  Advance  appropriation  only.  Due  to  the  unobligated  balance  carryover  fioni  FY  97  to  FY  98  and  the  advance 
appropriation  for  the  first  quarter,  an  appropriation  was  not  needed  to  finance  obligations. 

6  Amount  appropriated  consisting  of  the  $660,000,000  advance  appropriation  and  the  appropriated  amount  of 
$1,988,794,000. 

7  The  first  three  columns  include  the  advance  appropriation  only.  The  last  column  includes  $260,248,000  in 
indefinite  authority  used  to  finance  obligations. 

4  The  last  column  includes  $398,71 8,000  in  indefinite  authority  used  to  finance  obligations. 
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Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs 


Justification 

(Obligations) 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Increase 
or 

i^cv.i  case 

Child  Support 

F  Tifnrr  pmpiif" 

Administrative  Costs 

$3,481,336,000 

$3,711,353,000 

$4,035,270,000 

+$323,917,000 

Federal  Incentive  Payments 
to  States 

450,000,000 

461,000,000 

454,000,000 

-7  000  000 

ttolri  T-Jarmlf*^  Pavm^tttQ  to 

States 

0 

10,154,000 

0 

-10,154,000 

Access  and  Visitation 

10,000.000 

10.000.000 

12,000,000 

+2.000.000 

Subtotal  CSF 

3,941,336,000 

4,192,507,000 

4  501  270  000 

Other  Programs: 

Payments  to  territories 

ti  aaa  aah 

ni  Ann  aaa 

Tl  AAA  AAA 

z3,UIaJ,UUU 

0 

Repatriation 

834.000 

1,000.000 

1.000.000 

0 

23  834  000 

24  000  000 

24  000  000 

o 

Prior  Year  AFDC  & 
Related  Payments: 

AFDC  Benefits  Payments 

124,008,000 

10,000,000 

0 

-10,000,000 

AFDC  Administration 

3,052.000 

0 

0 

0 

Subtotal,  Prior  Year  AFDC 

127,060,000 

10,000,000 

0 

-10,000,000 

Total  Gross  Obligations 

4,092,230,000 

4,226,507,000 

4,525,270,000 

+298,763,000 

Spending  authority  from 
Offsetting  Collections1 

-157,452.000 

-189,454,000 

-179.300,000 

-10,154.000 

Total  Net  Obligations 

$3,934,778,000 

$4,037,053,000 

$4,345,970,000 

+$308,917,000 

1  State  alternative  systems  penalties  paid  by  check  instead  of  grant  offset.  Penalties  are  used  to  offset  budget 
authority  required  to  pay  grants. 
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General  Statement 

The  Payments  to  States  for  Child  Support  Enforcement  and  Family  Support  Programs  support 
State-administered  programs  of  financial  assistance  and  supportive  services  for  low-income 
families  to  promote  their  economic  security  and  self-sufficiency.  In  FY  2004  four  programs 
will  be  funded: 

•  State  administrative  expenses  for  Child  Support  Enforcement; 

•  Access  and  Visitation  grants  to  enable  States  and  tribes  to  establish  and  administer 
programs  to  support  and  facilitate  non-custodial  parents'  access  to  and  visitation  of  their 
children; 

•  Payments  for  adult-only  benefits  under  assistance  programs  for  the  aged,  blind  and 
disabled  residents  of  Guam,  Puerto  Rico,  the  Virgin  Islands,  and  American  Samoa;  and 

•  Repatriation  of  American  citizens  and  dependents  returned  from  foreign  countries  as  a 
result  of  illness,  destitution,  war  or  other  crisis,  who  need  temporary  cash  and  services. 

Legislation  will  be  proposed  under  the  Child  Support  Enforcement  Program  to  enhance  and 
expand  the  existing  automated  enforcement  infrastructure  at  the  federal  and  State  level  and 
increase  support  collected  on  behalf  of  children  and  families.  Proceeds  from  insurance 
settlements  and  gaming  winnings  will  be  subject  to  intercept  for  past  due  support;  a  loophole  will 
be  closed  to  allow  garnishment  of  longshoremen's  benefits;  and,  the  process  for  freezing  and 
seizing  assets  in  multi-state  financial  institutions  will  be  simplified  at  the  federal  level.  When 
combined  with  the  opportunities  to  increase  child  support  collections  outlined  in  the  President's 
FY  2003  budget  (expanded  passport  denial,  offset  of  certain  Social  Security  benefits  and 
mandatory  review  and  adjustment  of  support  orders)  and  the  FY  2003  framework  proposed  for 
directing  more  of  the  support  collected  to  children  and  families,  over  $1  billion  in  increased 
support  will  be  realized  over  five  years  as  a  result  of  the  President's  FY  2004  budget. 

The  budget  also  recognizes  that  healthy  families  need  more  than  financial  support  alone  and 
increases  resources  for  Access  and  Visitation  Programs  to  support  and  facilitate  non-custodial 
parents'  access  to  and  visitation  of  their  children. 

Finally,  legislation  will  be  proposed  to  make  technical  changes  to  the  program  including  changes 
to  remove  certain  statutory  impediments  to  effective  tribal  child  support  enforcement  programs. 

Effects  of  Proposed  Legislation 

The  President's  FY  2004  Budget  request  of  $4,346  billion  reflects  current  law  of  $4,393  billion 
adjusted  by  -$.047  billion  assuming  Congressional  action  on  proposed  legislation  as  follows: 

•  Federal  Seizure  of  Accounts  in  Multi-State  Financial  Institutions  (MSFIDM) 
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Description:  This  proposal  would  provide  federal  authority  to  freeze  and  seize  assets  in  accounts 
held  in  multi-state  financial  institutions  to  satisfy  child  support  obligations.  This  new 
enforcement  tool  would  result  in  an  estimated  $528  million  additional  collections  to  families 
over  five  years. 

•  Require  Intercept  of  Gaming  Proceeds 

Description:  This  proposal  would  require  States  and  tribal  CSE  programs  to  intercept  gaming 
winnings.  When  gambling  winners  meet  the  threshold  for  IRS  reporting,  gaming  establishments 
will  be  required  to  check  a  secure  web  site  and  offset  any  owed  child  support  from  winnings. 
Gaming  establishments  would  be  authorized  to  retain  up  to  two  percent  of  the  offset  amount  to 
recoup  their  operational  costs.  This  new  enforcement  tool  would  result  in  an  estimated  $709 
million  additional  collections  to  families  over  five  years. 

•  Provide  for  Garnishment  of  Longshore  and  Harbor  Worker's  Compensation  Benefits 

Description:  This  proposal  would  expand  the  federal  garnishment  authority  for  child  support 
debts  to  be  collected  through  withholding  of  federal  benefits  paid  for  persons  working  in 
shipyards,  docks  and  ships.  This  new  enforcement  tool  would  result  in  an  estimated  $86  million 
additional  collections  to  families  over  five  years. 

•  FPLS  Access  to  Insurance  Settlement  Databases 

Description:  This  proposal  would  expand  the  Federal  Parent  Locator  Service  to  allow  matches 
with  pending  insurance  claims  and  settlement  databases  in  order  to  assist  States  in  identifying 
claimants  who  owe  past-due  support.  This  new  enforcement  tool  would  result  in  an  estimated 
$101  million  additional  collections  to  families  over  five  years. 

•  Increased  Funding  for  Access  and  Visitation  State  Grant  Program 

Description:  This  proposal  would  gradually  increase  the  current  funding  of  $10  million  for  these 
grants  to  $20  million  by  FY  2007  and  direct  a  portion  of  the  increase  to  tribes  operating  child 
support  programs  under  title  IV-D  of  the  Act.  It  is  estimated  that  State  and  tribal  efforts  as  the 
result  of  these  additional  grants  could  provide  $14  million  in  new  collections  to  families  over 
five  years. 

•  Direct  Access  for  Indian  Tribes  to  the  Federal  Income  Tax  Refund  Offset  Program  and  the 
Federal  FPLS 

Description:  This  proposal  would  allow  tribes  receiving  direct  federal  child  support  grants 
access  to  federal  enforcement  and  location  systems  critical  to  the  effective  operation  of  the  child 
support  program.  It  is  estimated  that  this  access  could  result  in  $101  million  in  additional 
collections  to  tribal  families  over  five  years. 

These  legislative  proposals  build  on  the  legislative  base  established  under  welfare  reform  and 
expanded  under  the  President's  FY  2003  budget. 
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CHILD  SUPPORT  ENFORCEMENT 

Authorizing  Legislation  -  Title  IV-D  of  the  Social  Security  Act,  as  amended. 


2003 

Increase 

2002 

President's 

2004 

Or 

Actual 

Budget 

Estimate 

Decrease 

State  Child  Support 

$3,481,336,000 

$3,711,353,000 

$4,035,270,000 

+323,917,000 

Administrative  Costs 

Federal  Incentive 

450,000,000 

461,000,000 

454,000,000 

-7,000,000 

Payments  to  States 

Hold  Harmless 

0 

10,154,000 

0 

-10,154,000 

Payments  to  States1 

Access  and  Visitation 

10,000,000 

10.000,000 

12,000,000 

+2.000.000 

Grants 

Total  Obligations 

$3,941,336,000 

$4,192,507,000 

$4,501,270,000 

+$308,763,000 

2004  Authorization.... Such  sums. 


Purpose  apd  Method  of  Operation 

Child  Support  Enforcement 

The  Child  Support  Enforcement  program  (CSE)  is  a  federal/State  effort  to  foster  family 
responsibility  and  promote  self-sufficiency  by  ensuring  that  both  parents  support  children 
financially  and  emotionally.  It  reduces  the  need  for  public  assistance  and  its  cost  to  the 
taxpayers.  CSE  agencies  locate  non-custodial  parents,  establish  paternity  when  necessary, 
and  establish  and  enforce  orders  for  support.  CSE  services  are  available  to  all  people  with 
custody  of  a  child  who  has  a  parent  living  outside  of  the  home. 

The  Administration  for  Children  and  Families'  (ACF)  strategic  goal  of  increasing  economic 
independence  and  productivity  for  families  is  dependent  upon  a  strategy  of  increasing  income 
through  the  enforcement  of  child  support. 


1  The  Hold  Harmless  provision  was  enacted,  in  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1 996  (PR WORA),  to  provide  that  the  Federal  government  would  make  up  the  difference  if 
the  State  share  of  Temporary  Assistance  for  Needy  Families  (TANF)  collections  falls  below  their  FY  95  levels. 
The  Foster  Care  Independence  Act  (P.L.I 06-169)  narrowed  these  payments  for  FY  1999  and  FY  2000  and 
repealed  them  effective  October  1,  2001.  The  final  payment  for  FY  2001  was  made  during  FY  2003. 
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The  program  strengthens  families  by  helping  children  get  the  support  they  are  owed  from 
non-custodial  parents.  By  securing  support  from  non-custodial  parents  on  a  consistent  and 
continuing  basis,  families  may  avoid  the  need  for  publicly  funded  assistance,  thus  reducing 
government  spending.  In  non-TANF  cases,  child  support  collections  are  forwarded  to  the 
custodial  family.  Applicants  foT  TANF  assign  their  rights  to  support  payments  to  the  State  as 
a  condition  of  receipt  of  assistance.  Child  support  collections  in  TANF  cases  are  shared 
between  the  State  and  federal  governments,  reducing  taxpayer  costs.  Some  States  choose  to 
pass  through  a  portion  of  a  TANF  family's  child  support  collections  to  the  family  and 
disregard  these  payments  in  determining  eligibility  or  amount  of  assistance.  A  portion  of  the 
federal  share  of  child  support  collections  is  paid  to  the  States  as  incentive  payments. 
Incentive  payments  are  based  on  State  performance  in  paternity  establishment,  order 
establishment,  collection  of  current  support  and  arrears  in  addition  to  cost  effectiveness. 

The  federal  government  provides  funding  in  several  ways:  a  66  percent  match  rate  for  general 
State  administrative  costs;  a  90  percent  match  rate  for  paternity  testing;  and  funding  of 
incentive  payments  ($454  million  for  FY  2004). 

Access  and  Visitation  Grants 

This  grant  program  was  created  by  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996  (PRWORA).  Funding  began  in  FY  1997  with  a  capped 
entitlement  of  $1 0  million.  Every  Governor  has  designated  a  State  agency  that  will  use  these 
grant  funds  to  establish  and  administer  programs  to  support  and  facilitate  non-custodial 
parents'  access  to  and  visitation  of  their  children.  Activities  which  may  be  funded  include: 
mediation  (both  voluntary  and  mandatory),  counseling,  education,  development  of  parenting 
plans,  visitation  enforcement  (including  monitoring,  supervision  and  neutral  drop-off  and 
pick-up),  and  development  of  guidelines  for  visitation  and  alternative  custody  arrangements. 
The  funding  is  separate  from  funding  for  federal  and  State  administration  of  the  Child  Support 
Enforcement  program. 

Rationale  for  the  Budget  Request 

The  Child  Support  Enforcement  program  collected  $20  billion  in  FY  2002,  serving  an 
estimated  17.1  million-child  support  cases.  Since  the  creation  of  the  Child  Support 
Enforcement  program,  child  support  collections  within  the  program  have  grown  annually. 
States  have  increased  collections  by  using  a  wide  variety  of  approaches  such  as  income 
withholding,  offset  of  income  tax  refunds,  support  guidelines  and  reporting  to  credit  bureaus. 
In  addition,  States  are  beginning  to  reap  the  benefits  of  the  tools  provided  by  PRWORA. 

•  The  government  collected  a  record  $1.6  billion  in  overdue  child  support  from  federal 
income  tax  refunds  for  lax  year  2001.  More  than  2.2  million  families  benefited  from 
these  collections. 

•  A  program  to  match  a  list  of  delinquent  parents  with  financial  institution  records  found 
ovct  1 .4  million  accounts  belonging  to  more  than  854,000  delinquent  non-custodial 
parents  nationwide  with  a  value  in  excess  of  $3.2  billion. 
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•  The  number  of  paternities  established  or  acknowledged  was  almost  1 .6  million  in  FY 
2001.  Of  these,  over  791,000  were  established  through  in-hospital  acknowledgement 
programs. 

•  Voluntary  State  reports  indicate  that  the  Passport  Denial  program  resulted  in  collections  of 
over  $4.6  million  in  lump  sum  child  support  payments  in  FY  2001 . 

•  Using  the  expanded  Federal  Parent  Locator  Services,  OCSE  was  able  to  provide  States 
information  on  over  four  million  non-custodial  parents  and  putative  fathers. 

ACF  will  measure  the  CSE  program's  success  using  the  outcome  measures,  which  are  part  of 
the  new  incentive  system  to  gauge  the  achievement  of  the  goals  and  objectives  of  the  National 
CSE  Strategic  Plan.  The  measures  for  FY  2004  are: 

•  The  paternity  establishment  percentage  will  increase  from  98  percent  to  99  percent  from 
FY  2003  to  FY  2004  -  This  measure  directly  indicates  achievement  of  the  performance 
target  by  comparing  paternities  established  during  the  fiscal  year  with  the  number  of  non- 
marital  births  during  the  preceding  fiscal  year.  The  rate  above  includes  paternities 
established  by  the  PV-D  program  and  paternities  established  by  hospital-based  programs. 

•  The  child  support  order  establishment  rate  will  be  70  percent  for  FY  2004  -  A  support 
order  is  needed  to  collect  child  support.  Tin's  measure  directly  indicates  achievement  of 
the  performance  target  by  comparing  the  number  of  IV-D  cases  with  support  orders  with 
the  number  of  rV-D  cases.  With  the  establishment  of  new  reporting  requirements  the 
caseload  data  has  come  into  alignment  and  no  longer  reflects  double  counting  of  cases  that 
fall  into  more  than  one  category.  Hence,  our  goal  has  been  adjusted  to  reflect  a  more 
accurate  case  and  order  count. 

•  The  collection  rate  for  current  support  will  be  60  percent  for  FY  2004  -  This  measure, 
which  is  a  proxy  for  the  regular  and  timely  payment  of  support,  directly  indicates 
achievement  of  the  performance  target  by  comparing  total  dollars  collected  for  current 
support  in  PV-D  cases  with  total  dollars  owed  for  current  support  in  IV-D  cases. 

•  The  percentage  of  cases  with  child  support  arrearages  that  pay  some  amount  is  projected 
to  increase  from  the  FY  2003  target  of  56  percent  to  60  percent  in  FY  2004  —  This 
measure  directly  indicates  achievement  of  the  performance  target  by  comparing  the  total 
number  of  IV-D  cases  paying  any  amount  toward  arrears  with  the  total  number  of  IV-D 
cases  with  arrears  due. 

•  The  cost-effectiveness  ratio  (total  dollars  collected  per  $1  of  expenditures)  will  be 
adjusted  to  $4.35  for  FY  2004  -  This  measure  directly  indicates  achievement  of  the 
performance  target  by  comparing  total  IV-D  dollars  collected  by  States  with  total  IV-D 
dollars  expended  by  States. 
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Impact  of  FY  2004  Legislative  Proposals  on  Program  and  Families 

The  FY  2004  legislative  proposals  will  increase  the  collections  on  behalf  of  families  and  as  a 
result  of  the  President's  FY  2003  budget  direct  more  of  this  increased  support  collected  to 
families.  This  will  help  move  the  program  more  towards  a  focus  on  families  and  away  from 
the  historic  purpose  of  recoupment  of  federal  and  State  outlays  for  welfare. 

Proceeds  from  insurance  settlements  and  gaming  winnings  will  be  subject  to  intercept  for  past 
due  support;  a  loophole  will  be  closed  to  allow  garnishment  of  Longshoremen's  benefits;  and, 
the  process  for  freezing  and  seizing  assets  in  multi-state  financial  institutions  will  be  simplified 
at  the  federal  level.  When  combined  with  the  opportunities  to  increase  child  support  collections 
outlined  in  the  President's  FY  2003  budget  (expanded  passport  denial,  offset  of  certain  Social 
Security  benefits  and  mandatory  review  and  adjustment  of  support  orders)  and  the  FY  2003 
framework  proposed  for  directing  more  of  the  support  collected  to  children  and  families,  $2.6 
billion  in  increased  support  to  families  will  be  realized  over  five  years  as  a  result  of  the 
President's  FY  2004  budget. 

The  budget  also  recognizes  that  healthy  families  need  more  than  financial  support  alone  and 
increases  resources  for  Access  and  Visitation  Programs  to  support  and  facilitate  non-custodial 
parents'  access  to  and  visitation  of  their  children.  Slates  are  serving  a  growing  number  of 
families  with  their  access  and  visitation  grants  and  "waiting  lists"  for  services  are  growing.  A 
portion  of  the  increased  amounts  will  be  allocated  to  grants  to  tribes  that  have  operated  a 
Tribal  Child  Support  Program  for  at  least  one  year.  This  funding  will  not  reduce  the  amount 
of  funds  available  for  State  Access  and  Visitation  programs. 

Finally,  legislation  will  be  proposed  to  make  technical  changes  to  the  program  including  changes 
to  remove  certain  statutory  impediments  to  effective  tribal  child  support  enforcement  programs. 

These  changes  build  on  pending  child  support  enforcement  legislation  addressed  in  the 
President's  FY  2003  budget  to  direct  more  support  to  families  and  increase  collections  as  laid 
out  above  as  well  as  charging  a  modest  annual  fee  in  certain  cases  with  collections. 
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Child  Support  Enforcement  Collections  and  Costs 
<$  in  millions) 


2002 
Actual 


2003 
President's 
Budget 


2004 
Estimate 


Increase 

Or 
Decrease 


Total  Collections  Distributed  to: 


Families 

17,879 

19,350 

20,875 

1,525 

TANF  Program 

2,080 

2,035 

2,078 

43 

FC  Program 

49 

52 

54 

2 

Total 

20,008 

21,437 

23,007 

1,570 

Distributed  to  TANF  /FC  Program: 


Federal  Share 

1,179 

1,156 

1,181 

25 

State  Share 

950 

931 

951 

20 

Total 

2,129 

2,087 

2,132 

45 

Administrative  Costs:  (Obligations) 

Federal  share 
State  Share 
Total 

Incentive  Payments  To  States 
Program  Costs:  (Costs  Minus  Collections) 


3,481 

3,711 

4,035 

324 

1,751 

1,875 

2,021 

146 

5,232 

5,586 

6,056 

470 

450 

461 

454 

-7 

Federal  Costs 

2,752 

3,016 

3,308 

292 

State  Costs 

351 

483 

616 

133 

Net  Costs  to  Taxpayer 

3,103 

3,499 

3,924 

425 
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Resource  and  Program  Data 
State  Child  Support  Administrative  Costs 
(Obligations) 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Sendee  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

?3  Asi  H6  aaa 

^it  nnn 

$4  Al^  ?7A  nnn 

si  4551  7if,  aaa 

CI  71  1  AAA 
jo,  /  i  1,5jj,WU 

?4  A-}^  77A  AAA 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 

$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

oz 

7A 

c 
o 

CI  7  AAA  AAA 



62 

62 

62 

$3,481,336,000 

$3,711,353,000 

$4,018,270,000 
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Resource  and  Program  Data 
Federal  Incentive  and  Hold  Harmless  Payments  to  States 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Incentive 

$450,000,000 

$461,000,000 

$454,000,000 

Hold  Harmless 

10,154,000 

Discretionary 

Research/Evaluation 

Demonstration/Development 

Training/Technical  Assistance 

Program  Support 

Total.  Resources 

$450,000,000 

$471,154,000 

$454,000,000 

Program  Data: 

Number  of  Grants 

54 

54 

54 

New  Starts: 

# 

$ 

Continuations: 

# 

54 

54 

54 

$ 

$450,000,000 

$471,154,000 

$454,000,000 

Contracts: 

# 

$ 
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Resource  and  Program  Data 
Access  and  Visitation  Grants 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

inn  aaa  ftAft 

$10,000,000 

cm  a  aaa  aaa 

510,000,000 

tf*  i  *"k  aaa  A/\y» 

512,000,000 

Discretionary 

Research/Evaluation 

Demonstration/Development 

Training/Technical  Assistance 

Program  Support 

Total,  Resources 

fltl  A  AAA  AAA 

$  1 0,000,000 

ffi  A  AAA  AAA 

$10,000,000 

<T  1  **1   AAA  AAA 

$12,000,000 

Program  Data: 

iNumber  oi  Lirants 

ZA 

J** 

New  Starts: 

# 

8 

$ 

8">CA  AAA 

$250,000 

Continuations : 

# 

54 

54 

54 

<cifl  000  000 

mo  000  000 

$1 1  750  000 

Contracts: 

# 

"'  $  ! 

Interagency  Agreements: 

# 

$ 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


PROGRAM:  Federal  Share  of  State  and  Local  Administrative  Costs  (CFDA  #  93.563) 


2002  j 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

$42,479,531 

$45,503,762 

$48,598,542 

$3,094,780 

Alaska 

17,708,684 

18,969,412 

20,259,551 

1,290,139 

Arizona 

46,231,118 

49,522,434 

52,890,531 

3,368,097 

Arkansas 

34,803,557 

37,281,315 

39,816,874 

2,535,559 

California 

643,480,803 

689,291,910 

736,171,714 

46,879,804 

V^vlU/  uUv 

44,459,192 

47,624,360 

50,863,366 

3,239,006 

Connecticut 

54^298' 184 

58^163^16 

62,11 9^627 

3^9553 11 

Delaware 

15,469,619 

16,570,942 

17,697,958 

1,127,016 

District  of  Columbia 

3,183,731 

3,410,389 

3,642,335 

231,946 

Florida 

172,713,121 

185,009,027 

197,591,775 

12,582,748 

80.262  008 

85  976  074 

91,823,439 

5,847.365 

Hawaii 

9,673,204 

10,361,865 

11 '066^591 

704,726 

Idaho 

16,679,586 

17,867,050 

19,082,216 

1,215,166 

Illinois 

142,773,083 

152,937,478 

163,338,991 

10,401,513 

Indiana 

50,402,043 

53^990,298 

57,662,262 

3,671,964 

Iowa 

42,156,745 

45,157,996 

48,229,260 

3,071,264 

Kansas 

44,068]912 

47^206^295 

50,41 6^868 

3'210^73 

Kentucky 

50,815,848 

54,433,563 

58,135,674 

3,702,111 

Louisiana 

43,684,618 

46,794,642 

49,977,218 

3,182,576 

Maine 

17,661,307 

18,918,662 

20,205,350 

1,286,688 

Maryland 

74,097,686 

79,372,897 

84,771,170 

5,398,273 

Massachusetts 

58,572,435 

62,742,362 

67,009,567 

4,267,205 

Michigan 

299,030,967 

320,319,776 

342,105,215 

21,785,439 

Minnesota 

106,446,756 

1 14,024,983 

121,779,998 

7,755,015 

Mississippi 

16,506,678 

17,681,832 

18,884,401 

1,202,569 

Missouri 

70,449,491 

75,464,977 

80,597,467 

5,132,490 

Montana 

9,821,643 

10,520,872 

11,236,413 

715,541 

Nebraska 

36,372,427 

38,961,877 

41,611,734 

2,649,857 

Nevada 

28,637,956 

30,676,768 

32,763,142 

2,086,374 

New  Hampshire 

14,636,211 

15,678,202 

16,744,500 

1,066,298 

New  Jersey 

137,732,346 

147,537,878 

157,572,156 

10,034,278 

New  Mexico 

30,207,216 

32,357,748 

34,558,448 

2,200,700 

New  York 

217,214,792 

232,678,890 

248,503,739 

15,824,849 

North  Carolina 

79,217,325 

84,857,017 

90,628,273 

5,771,256 

North  Dakota 

9,139,614 

9,790,287 

10,456,140 

665,853 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY  | 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 

South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 

Vermont 
Virginia 

\\t... 1.1.-  —  JUIJLJIL 

Washington 
West  Virginia 
Wisconsin 
Wyoming 

304,021,054 
36,251,646 
40,441,915 

140,172,505 
13,900,712 

19,621,155 
6,627,582 
50,198,94/ 
196,685,928 
26,468,538 

6,143,808 

i  no  770  ^ <8 
ti  coo  no 
60,764,149 
7,509,046 

325.665,120 
38.832,497 
43,321,082 

150,151,758 
14,890,341 

21,018,037 
7,099,417 
53,772,743 
210,688,522 
28,352,904 

6,581,202 

Oj,JO0,zWU 
1  1  7        1  A(X1 
7<  &f\f\  CIO 

65,090,110 
8,043,635 

347,814,105 
41,473,555 
46,267,416 

160,363,809 
15,903,056 

22,447,506 
7,582,259 
57,429,910 
225,017,772 
30,281,228 

7,028,800 

£7  Alt,  811 
77  1A  1  OOO 

69,516,989 
8,590,695 

22,148,985 
2,641,058 
2,946,334 

10,212,051 
1,012,715 

1,429,469 
482,842 
3,657,167 
14,329,250 
1,928,324 

447,598 

A  IftO  £11 
1  7/1 1   1  CI 

4,426,879 
547,060 

Subtotal 

3,862,679,171 

4,137,673,560 

4,419,083,105 

281,409,545 

Indian  Tribes 

6,133,178 

11,700,000 

34,800,000 

23,100,000 

Guam 

4,032,022 

4,319,072 

4,612,819 

293,747 

Puerto  Rico 

23,383,775 

25,048,528 

26,752,117 

1,703,589 

Virgin  Islands 

3,515,557 

3,765,840 

4,021,959 

256,119 

Subtotal 
Total  States/Territories 

37,064,532 
3,899,743,703 

44,833,440 
4,182,507,000 

70,186,895 
4,489,270,000 

25,353,455 
306,763,000 

ADJUSTMENTS:  31,592,297  0  0  0 

Subtotal  Adjustments  31,592,297  0  0  0 


TOTAL  RESOURCES        $3,931,336,000     $4,182,507,000     $4,489,270,000  $306,763,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  MANDATORY  STATE/FORMTJLA  GRANTS 


PROGRAM:  Access  aod  Visitation  (CFDA  #  93.597) 


2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

$146,610 

$146,610 

$171,044 

$24,434 

Alaska 

100,000 

100,000 

120,000 

20,000 

Arizona 

154,416 

154,416 

180,153 

25,737 

Arkansas 

100,000 

100,000 

120,000 

20,000 

California 

970,431 

970,431 

1,132,168 

161,737 

Colorado 

1 19,443 

1 19,443 

139,351 

19,908 

Connecticut 

100,000 

100,000 

120,000 

20,000 

Delaware 

100,000 

100,000 

120,000 

20,000 

District  of  Columbia 

100,000 

t  A  A  AAA 

1 00,000 

1  "1 A  AAA 

1 20,000 

20,000 

Florida 

485,954 

485,954 

566,946 

OA  A  A 1 

80,992 

Georgia 

274,295 

274,295 

320,01 1 

45,716 

Hawaii 

100,000 

100,000 

120,000 

20,000 

Idaho 

100,000 

100,000 

120,000 

20,000 

Illinois 

345,253 

345,253 

402,796 

57,543 

Indiana 

1 82,299 

182,299 

212,682 

30,383 

Iowa 

i  aa  a  aa 
lUUjUUU 

1  /\A  AAA 

100,000 

■»  •">  A  AAA 

120,000 

^>A  AAA 

20,000 

Kansas 

inn  noft 

i  no  nnn 

zu,uuv 

Kentucky 

121,519 

121,519 

141,772 

20,253 

Louisiana 

170,393 

170,393 

198,792 

28,399 

Maine 

100,000 

100,000 

120,000 

20,000 

Maryland 

172,830 

172,830 

201.635 

28,805 

Massachusetts 

172,640 

172,640 

201,413 

28,773 

Michigan 

312,971 

312,971 

365,133 

52,162 

Minnesota 

128,014 

128,014 

149,350 

21,336 

Mississippi 

111,014 

111,014 

129,516 

18,502 

Missouri 

174,425 

174,425 

203,4% 

29,071 

Montana 

100,000 

100,000 

120,000 

20,000 

Nebraska 

100,000 

100,000 

120,000 

20,000 

Nevada 

100,000 

100,000 

120,000 

20,000 

New  Hampshire 

100,000 

100,000 

120,000 

20,000 

New  Jersey 

214,698 

214,698 

250,481 

35,783 

New  Mexico 

100,000 

100,000 

120,000 

20,000 

New  York 

606,330 

606,330 

707,385 

101,055 

North  Carolina 

248,098 

248,098 

289,447 

41,349 

North  Dakota 

100,000 

100,000 

120,000 

20,000 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

356,353 

356,353 

415,745 

59,392 

Oklahoma 

105,956 

105,956 

123,616 

17,660 

Oregon 

100,000 

100,000 

120,000 

20,000 

Pennsylvania 

333,852 

333,852 

389,494 

55,642 

Rhode  Island 

100,000 

100,000 

120,000 

20,000 

South  Carolina 

138,905 

138,905 

162,056 

23,151 

South  Dakota 

1 00,000 

100,000 

120,000 

20,000 

Tennessee 

179,100 

179,100 

208,949 

29,849 

Texas 

621,404 

621,404 

724,972 

103,568 

Utah 

100,000 

100,000 

120,000 

20,000 

Vermont 

100,000 

1 00,000 

120,000 

20,000 

Virginia 

203,537 

203,537 

237,460 

33,923 

Washington 

172,933 

172,933 

201,755 

28,822 

West  Virginia 

100,000 

100,000 

120,000 

20,000 

Wisconsin 

147,846 

147,846 

172,487 

24,641 

Wyoming 

100,000 

100,000 

120,000 

20,000 

Subtotal 

9,671,519 

9,671,519 

11360,105 

1,688,586 

Tribes 

250,000 

250,000 

Guam 

100,000 

100,000 

120,000 

20,000 

Puerto  Rico 

128,481 

128,481 

149,895 

21,414 

Virgin  Islands 

100,000 

100,000 

120,000 

20,000 

Subtotal 

328,481 

328,481 

639,895 

311,414 

Total  States/Territories 

10,000,000 

10,000,000 

12,000,000 

2,000,000 

TOTAL  RESOURCES 

$10,000,000 

$10,000,000 

$12,000,000 

$2,000,000 
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OTHER  PROGRAMS 


Authorizing  Legislation  -  Titles  1,  X,  XI,  XIV  and  XVI  of  the  Social  Security  Act  and  the  Act  of 
JulyS,  1960  (24  U.S.C.  ch.9). 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Increase 
or 

Decrease 

Territories  -  Adults 

$23,000,000 

$23,000,000 

$23,000,000 

$0 

Repatriation 

834,000 

KOOO.000 

1,000,000 

0 

Subtotal,  BA 

23,834,000 

24,000,000 

24,000,000 

0 

Purpose  and  Method  of  Operation 

Payments  to  Territories  -  Adults  (Aged,  Blind  and  Disabled) 

State  maintenance  assistance  programs  for  the  aged,  blind  and  disabled  were  federalized  under 
Title  XVI  of  the  Social  Security  Act  as  the  Supplemental  Security  Income  program  on  January  1, 
1974.  A  small  residual  program,  however,  remains  for  the  residents  of  Puerto  Rico,  Guam,  and 
the  Virgin  Islands.  These  grants  are  subject  to  spending  limitations  under  Section  1 108  of  the 
Social  Security  Act.  The  limitations,  which  were  established  by  P.L.  1 04  -  193  and  most 
recently  amended  by  P.L.  105-33,  are:  $107,255,000  for  Puerto  Rico,  $4,686,000  for  Guam, 
$3,554,000  for  the  Virgin  Islands,  and  $1,000,000  for  American  Samoa, 

Repatriation 

This  program  provides  assistance  to  U.S.  citizens  and  their  dependents  returning  from  foreign 
countries  who  have  been  determined  by  the  Department  of  State  to  be  destitute,  mentally  ill  or 
requiring  emergency  evacuation  due  to  threatened  armed  conflict,  civil  strife  or  natural  disasters. 
The  authorizing  statute,  Section  1 1 13  of  the  Social  Security  Act,  sets  the  funding  level  for  the 
repatriation  program.  Spending  is  entirely  dependent  upon  external  events,  and  is  affected 
substantially  by  the  extent  of  conflict  and  natural  disasters  abroad. 

The  repatriation  program  traditionally  reimburses  States  directly  for  assistance  provided  by  them 
to  individual  repatriates  and  for  State  administrative  costs.  In  January  1997,  the  program  entered 
into  a  cooperative  agreement  with  a  national,  private  organization  for  provision  of  some  of  the 
direct  services  for  the  destitute  and  mentally  ill  individuals.  All  individuals  receiving  assistance 
are  expected  to  repay  the  cost  of  such  assistance.  These  repatriate  debts  are  collected  by  the 
Program  Support  Center,  which  is  the  HHS  component  charged  with  collecting  debts  owed  by 
individuals. 
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Rationale  for  the  Budget  Request 

Amounts  requested  for  FY  2004  reflect  the  continued  operation  of  these  existing  programs. 
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Resource  and  Program  Data 
Payments  to  Territories  -  Adults  (Aged,  Blind,  Disabled) 


2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

523,000,000 

$23,000,000 

$23,000,000 

Discretionary 

Research/Evaluation 

Demonstration/Development 

Training/Technical  Assistance 

Program  Support 

Total,  Resources 

$23,000,000 

523,000,000 

$23,000,000 

Program  Data: 

Number  of  Grants 

3 

3 

3 

New  Starts: 

# 

$ 

Continuations: 

U 

3 

3 

3 

$ 

$23,000,000 

$23,000,000 

$23,000,000 

Contracts: 

# 

$ 

Interagency  Agreements: 

# 

$ 
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Resource  and  Program  Data 
Repatriation 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 

fl"  0 1  A  AAA 

Jo  34,000 

C  1    AAA  AAA 

51,000,000 

C*  i  AAA  AAA 

$1,000,000 

Research/Evaluation 

Demonstration/Development 

Training/Technical  Assistance 

Program  Support 

Total,  Resources 

CC2/1  AAA 

3>oi4,UUU 

<T  1  AAA  AAA 

J I  ,uou,ooo 

<T  1  AAA  AAA 

3>  1 ,000,000 

Program  Data: 

Number  of  Grants 

1 

1 

1 

New  Starts: 
# 

$ 

Continuations: 

±1 
# 

1 

1 

1 

Contracts: 

nnn 

<c 1  nnn  nnn 

nnn  nnn 

# 

$ 

Interagency  Agreements: 

# 

$ 
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PRIOR  YEAR  AID  TO  FAMILIES  WITH  DEPENDENT  CHILDREN  (AFDO  AND 
RELATED  PROGRAMS 


Authorizing  Legislation  -  Title  JV-A  of  the  Social  Security  Act. 


2003 

Increase 

2002 
Actual 

President's 
Budget 

2004 
Estimate 

or 

Decrease 

AFDC  benefit 

payments  and 

Emergency 
Assistance 

$124,008,000 

$10,000,000 

$0 

-$10,000,000 

State/Local 

Welfare 
Administration 

3.052.000 

0 

0 

0 

Total,  BA 

$127,060,000 

$10,000,000 

$0 

-$10,000,000 

Rationale  for  the  Budget  Request 

The  FY  2004  estimate  does  not  include  payments  for  the  AFDC  and  related  programs.  States 
had  until  August  21, 1998,  to  submit  prior-year  claims  for  expenditures  incurred  before  the 
AFDC,  EA  and  IV-A  child  care  programs  were  repealed  by  PRWORA.  The  FY  2004  request 
includes  appropriations  language  to  provide  authority  to  pay  prior  year  claims  in  the  event  that 
disputed  claims  from  prior  years  are  not  resolved  during  FY2003. 
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Resource  and  Program  Data 
Aid  to  Families  with  Dependent  Children  (AFDC)  Benefit  Payments 


2002 

2003 
President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstrati  on/Development 
Training/Technical 
Program  Support 
Total,  Resources 

Program  Data: 

$124,008,000 

$10,000,000 

$124,008,000 

$10,000,000 

Number  of  Grants 
New  Starts; 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

3 

1 

3 

1 

ihi^j  AAO  AAA 

$124,008,000 

(F  1  A  AAA  AAA 

$10,000,000 
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Resource  and  Program  Data 
State  and  Local  Welfare  Administration 


2002 
Actual 

President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

$3,052,000 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical 
Program  Support 
Total,  Resources 

$3,052,000 

Program  Data: 

Number  of  Grants 

1 

New  Starts: 

# 

$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

1 

$3,052,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Payments  to  States  for  Foster  Care  and  Adoption  Assistance 

FY  2004  Budget  Page 

Appropriation  Language  and  Explanation  of  Language  Changes   C-2 

Amount  Available  for  Obligation   C-3 

Summary  of  Changes   C-4 

Budget  Authority  by  Activity   C-S 

Budget  Authority  by  Object   C-6 

Significant  Items  in  House,  Senate,  and  Conference  Appropriation  Committee  Reports   C-7 

Authorizing  Legislation   C-8 

Appropriations  History  Table   C-9 

Justification: 

General  Statement   C-10 

Foster  Care  C-12 

Adoption  Assistance  C-20 

Independent  Living   C-25 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Payments  to  States  for  Foster  Care  and  Adoption  Assistance 

For  making  payments  to  States  or  other  non-Federal  entities  under  title  FV-E  of  the 
Social  Security  Act,  [$4,801,800,000]  $5,043,200,000.  In  addition,  for  carrying  out  section 
4770),  $60,000,000. 

For  making  payments  to  States  or  other  non-Federal  entities,  under  title  F/-E  of  the  Act, 
for  the  first  quarter  of  fiscal  year  [2004,  $1 ,745,600,000]  2005,  $1, 767, 700,000. 

For  making,  after  May  31  of  the  current  fiscal  year,  payments  to  States  or  other  non- 
Federal  entities  under  section  474  of  title  rV-E,  for  the  last  3  months  of  the  current  fiscal  year  for 
unanticipated  costs,  incurred  for  the  current  fiscal  year,  such  sums  as  may  be  necessary. 


Departments  of  Labor,  Health  and  Human  Services  and  Education,  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  in  the  FY  2003  President's  Budget 


Note:  The  President's  Budget  includes  a  legislative  proposal  supporting  the  creation  of  a  child 
welfare  program  option  for  the  Foster  Care  program  which  would  require  an  additional  $35.3 
million  in  FY  2004  and  an  increase  in  the  advance  for  FY  2005  of  $54.5  million. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

Administration  for  Children  and  Families 
Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
Amounts  Available  for  Obligation 


Appropriation 

Annual 

(definite) 

Permanent 

Appropriation 
lapsing 


Total,  obligations 


2002 
Actual 


$4,885,592,000 

15735,900,000 
-552,401,358 


2003 
President's 
Budget 


$4,801,800,000 

1,754,000,000 
-150,800,000 


2004 
Estimate 


$5,138,500,000 

1,735,400,000 
0 


$6,069,090,642 


$6,405,000,000 


$6,873,900,000 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
SUMMARY  OF  CHANGES 
FY  2003  President's  Budget  Request 


Total  estimated  budget  authority   $6,555,800,000 

(Obligations)   $6,405,000,000 

FY  2004  Estimate   $6,873,900,000 

(Obligations)   $6,873,900,000 

Net  change   +$31 8,100,000 

(Obligations)   +$468,900,000 


2003  President's 
Budget  Base       Change  from  Base 

Increases: 

A.  Built-in: 

1 .  Adoption  assistance  -  Increase  in  children 

and  payments   $1,619,800,000  +$79,900,000 

2.  Foster  care -Increase  in  payments   4,736,000,000  +202,900,000 

Total  Built-in  Increases   +$282,800,000 

B.  Program: 

1.  Foster  Care  -  Increase  for  new  alternative 

funding  option  for  foster  care   +35,300,000 

Total  Program  increases   +$35300,000 

Net  Change   +$3 1 8,1 00,000 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
Badget  Authority  by  Activity 


2003 

2002                President's  2004 

Actual                  Budget  Estimate 

Foster  Care                               $5,055,492,000       $4,736,000,000  $4,974,200,000 

Adoption  Assistance                        1,426,000,000         1,619,800,000  1,699,700,000 

Independent  Living   140,000,000  200,000,000  200,000,000 

Total  Budget  Authority                 $6,621,492,000        $6,555,800,000  $6,873,900,000 

(Total  Obligations)   (6,069,090,642)  (6,405,000,000) 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
Budget  Authority  by  Object 


Salaries  and  benefits  (1 1.0, 
12.0  &  13.0)  

Travel  (21.0)  

Communications,  utilities  and 
misc.  (23.0)   

Advisory  and  assistance 
Services  (25.1)  

Research  and  development 
(25.5)  

Supplies  and  materials  (26.0) 

Equipment  (3 1.0)  

Giants,  subsidies  and 
contributions  (41.0)  

Total  Obtigations 


2003 
President's 
Budget 


$210,000 
4000 

40,000 

12,130,000 

1,600,000 

14,000 
2,000 

6,391,000,000 
$6,405,000,000 


2004 
Estimate 


$215,000 
4000 

40,000 

17,709,000 

1,600,000 

14,000 
2,000 

6,854,316,000 
$6,873,900,000 


Increase 
or 

Decrease 


+$5,000 
0 

0 

+5,579,000 


0 
0 

+463,316,000 
+$468,900,000 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Payments  to  States  for  Foster  Care  and  Adoption  Assistance 

SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE  AND  CONFERENCE 
APPROPRIATIONS  COMMITTEE  REPORTS 

The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and  significant 
items  derived  from  Senate  Report  107-216  (Labor,  Health  and  Human  Services  and  Education). 
These  actions  discussed  below  are  contingent  on  inclusion  of  similar  language  and  funding  in  the 
fmal  FY  2003  appropriation  and  related  reports.  Additional  items  may  be  transmitted  at  a  later 
date  as  a  result  of  the  fmal  Conference  report. 

2003  Senate  Committee  Report  Language 

Item 

[Child  and  Family  Services  Reviews]  The  Committee  continues  its  interest  in  the 
Department's  Child  and  Family  Services  reviews.  These  reviews  are  an  effective  method  for 
monitoring  the  progress  States  are  making  in  assuring  the  safety,  health  and  permanency  for 
children  in  child  welfare  and  foster  care  as  required  in  the  Adoption  and  Safe  Families  Act. 
The  Committee  encourages  the  Department  to  make  available  sufficient  resources  to  ensure 
full  implementation  of  the  new  collaborative  monitoring  system.  The  Committee  understands 
that  the  remaining  States  will  be  reviewed  during  fiscal  year  2003.  The  Committee  requests 
that  ACF  prepare  a  report  on  compliance  and  other  implementation  issues  identified  during 
these  reviews  and  provide  it  to  the  Committee  not  later  than  90  days  after  the  last  review. 

Action  Taken  or  to  be  Taken 

The  Administration  agrees  with  the  Committee  about  the  value  and  importance  of  the  reviews 
and  plans  to  provide  the  Committee  with  the  information  requested.  However,  due  to  the  time 
required  to  fully  complete  the  evaluation  and  compilation  of  the  information  gathered  during 
the  reviews,  the  Administration  will  not  be  able  to  provide  the  report  requested  until  180  days 
after  the  completion  of  the  final  review. 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
Authorizing  Legislation 


2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

1.  Foster  Care 
[Section  470  of 
Title  rV-E  of  the 

OULJaJ  OCvul  i \y  Ati, 

Indefinite 

$4,736,000,000 

Indefinite 

$4,974,200,000 

2.  Independent 
Living  [Sections 
470  and  477  of  Title 
IV-E  of  the  Social 
Security  Act,  as 

$200,000,000 

$200,000,000 

$200,000,000 

$200,000,000 

3.  Adoption 
Assistance  [Section 
470  of  Title  TV-Eof 
the  Social  Security 
Act,  as  amended]  .... 

^definite 

$1,619,800,000 

Indefinite 

$1,699,700,000 

Total  Budget 

$6,555,800,000 
$200,000,000 

$6,873,900,000 
$200,000,000 

Appropriation 
against  definite 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
APPROPRIATIONS  HISTORY  TABLE 


Year 

Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1995 

Appropriation 
Supplemental 

1  AA(\  871  nftA 

26,291,000 

i  ^o?  T7t  nnn 
0 

i  ^Q7  "*7i  nnn 
0 

^  ^Q7  T7i  nnn 
j,jy  / ,  j  1 1  ,uuo 

0 

1996 

4,307,842,000 

4,307,842,000 

4,322,238,000 

4,322,238,000 

1997 

4,445,000,000 

4,445,031,000 

4,445,031,000 

4,445,031,000 

1998 

4,311,000,000 

4,311,000,000 

4,311,000,000 

4,311,000,000 

1999 

Advance1 

Appropriation 

1,157,700,000 
3,964,000,000 

1,157,500,000 
3,764,900,000 

1,157,500,000 
3,964,000,000 

1,157,500,000 
3,764,000,000 

2000 
Advance 
Appropriation 
Supplemental 

1,355,300,000 
4,312,300,000 
35,000,000 

1,355,300,000 
4,307,300,000 
35,000,000 

1,355,300,000 
4,312,000,000 
35,000,000 

1,355,300,000 
4,307,300,000 
35,000,000* 

2001 

Leg.  proposal 
Advance 
Appropn  anon 

5,000,000 
1,549,700,000 
4  Kfii  i  nn  nnn 

0 

1,538,000,000 
4      inn  nnn 

0 

1,538,000,000 
a      i  nn  nnn 

0 

1,538,000,000 
4  Rfk'X  i  nn  nnn 

2002 

Advance 
Appropriation 
Leg.  proposal 
Rescission 

1,735,900,000 
4,885,000,000 
60,000,000 

1,735,900,000 
4,885,600,000 
0 

1,735,900,000 
4,885,600,000 
0 

1,735,900,000 
4,885,600,000 
0 

8,000 

2003 

Advance 

Appropriation 

1,754,000,000 
4,801,800,000 

1,754,000,000 

1,754,000,000 

1,754,000,000 

2004 
Advance 
Appropriation 
Leg.  Proposal 

1,735,400,000 
5,103,200,000 
35,300,000 

2005 
Advance 
Leg.  Proposal 

1,767,700,000 
54,500,000 

1  Beginning  in  the  FY  1998  appropriations  bill,  the  Congress  began  appropriating  the  first  quarter  of  the  next  fiscal 

year  for  this  program  in  addition  to  the  regular  appropriation. 

'  Reflects  S35  million  in  supplemental  funding  for  the  Independent  Living  Program. 
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Payments  to  States  for  Foster  Care  and  Adoption  Assistance 
Justification 


Increase 

2002  2003  2004  or 
Enacted  President's  Estimate  Decrease 
 Budget  

Foster  Care               $5,055,500,000  $4,736,000,000  $4,974,200,000  +$238,200,000 

Adoption 

Assistance                 1,426,000,000  1,619,800,000  1,699,700,000  +$79,900,000 

Independent 

Living                        140,000,000  140,000,000  140,000,000  0 

Independent 
Living  Training 

Vouchers  60,000,000  60,000,000  0 

Total,  BA                 $6,621,500,000  $6,555,800,000  $6,873,900,000  +$318,100,000 


General  Statement 

Child  welfare  programs  are  designed  to  enhance  the  capacity  of  families  to  raise  children  in  a 
nurturing,  safe  environment;  to  protect  children  who  have  been  or  are  at  risk  of  being  abused  or 
neglected;  to  provide  safe,  stable,  family-like  settings  consistent  with  the  needs  of  each  child 
when  remaining  at  home  is  not  in  the  best  interest  of  the  child;  to  reunite  children  with  their 
biological  families  when  appropriate;  and  to  secure  adoptive  homes  or  other  permanent  living 
arrangements  for  children  whose  families  are  not  able  to  care  for  them.  Ensuring  the  health  and 
safety  of  the  child  is  always  of  primary  importance  in  delivering  any  child  welfare  service.  Key 
federal  entitlement  programs  supporting  child  welfare  services  include  the  Foster  Care,  Adoption 
Assistance,  Independent  Living,  and  Promoting  Safe  and  Stable  Famibes  programs. 
Discretionary  programs  include  Child  Welfare  Services  State  grants,  Child  Welfare  Training, 
Child  Abuse  and  Neglect  State  grants,  the  Community-Based  Family  Resource  and  Support 
grants,  the  Abandoned  Infants  Assistance  program,  the  Adoption  Opportunities  program,  and  the 
Adoption  Incentives  program. 

Payments  to  States  for  Foster  Care  and  Adoption  Assistance  include  those  entitlement  programs 
which  assist  States  with  the  costs  of  maintaining  eligible  children  in  foster  care,  preparing 
children  for  living  on  their  own,  and  adopting  children  under  special  conditions.  Administrative 
and  training  costs  are  also  supported.  Legislation  is  being  proposed  to  create  an  alternative 
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funding  option  for  the  Foster  Care  program.  The  President's  appropriation  request  is 
$6,873,900,000  for  this  account. 

The  request  also  includes  $1,822,200,000  for  the  first  quarter  of  FY  2005.  These  funds  will 
ensure  the  timely  awarding  of  first  quarter  grants. 

The  following  tables  illustrate  how  the  FY  2004  request  for  new  budget  authority  was  derived: 


CURRENT  LAW 


TV-E  Program 

Appropriated  in 
FY  2003  for  the 
First  Quarter  of 
FY  2004 

Requirement  for 
Quarters  2,  3,  and  4 
FY  2004 

First  Quarter 
Requirement  for 
FY  2005 

Total  FY  2004 
Estimate 

Foster  Care 

$1,237,000,000 

$3,737,200,000 

$1,314,600,000 

$4,974,200,000 

Adoption 
Assistance 

$463,400,000 

$1,236^00,000 

$472,600,000 

$1,699,700,000 

Independent  Living 

$35,000,000 

$165,000,000 

$35,000,000 

$200,000,000 

Subtotal,  IV-E 
Current  Law 

$1,735,400,000 

$5,138,500,000 

$1,822,200,000 

$6,873,900,000 
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FOSTER  CARE 


Authorizing  legislation  —  Section  470  of  the  Social  Security  Act,  as  amended 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$5,055,492,000 

$4,736,000,000 

$4,974,200,000 

+5238,200,000 

2004  Authorization. . ..Indefinite  (with  legislative  modifications  proposed  in  the  FY  2004  budget). 


Purpose  and  Method  of  Operation 

Consistent  with  ACFs  goal  to  improve  healthy  development,  safety,  and  well-being  of  children  and 
youth  and  to  increase  the  safety,  permanency,  and  well-being  of  children  and  youth,  this  program 
provides  funds  to  States  for  foster  care  maintenance  payments;  administrative  costs  to  manage  the 
program,  including  costs  for  statewide  automated  information  systems;  and  training  of  staff  and 
foster  and  adopting  parents. 

The  system  is  an  annually  appropriated  entitlement  program  with  specific  eligibility  requirements 
and  fixed  allowable  uses  of  funds.  Federal  financial  participation  in  State  expenditures  for  foster 
care  maintenance  payments  is  provided  at  the  Medicaid  match  rate  for  medical  assistance  payments 
which  varies  among  States  from  50  percent  to  79  percent.  Federal  financial  participation  for  State 
administrative  expenditures  is  made  at  a  50  percent  rate  and  at  a  75  percent  rate  for  the  training  of 
State  or  local  agency  personnel,  foster  parents,  or  staff  of  state  licensed  or  approved  institutions. 

The  Social  Security  Act  links  the  title  rV-E  programs,  including  Foster  Care,  to  title  IV-B  programs 
(me  Child  Welfare  Services  State  Grant  Program  and  the  Promoting  Safe  and  Stable  Families 
Program).  The  same  State  agency  must  administer  or  supervise  the  administration  of  the  programs. 
The  goal  of  the  programs  is  to  strengthen  families  in  which  children  are  at  risk.  Taken  together, 
these  programs  provide  a  continuum  of  services  to  assist  children  and  their  families.  The  Social 
Security  Act  also  authorizes  the  Adoption  and  Foster  Care  Analysis  Reporting  System  (AFCARS). 
This  mandatory  data  collection  system  collects  information  from  the  States  on  all  children  in  foster 
care  who  are  the  responsibility  of  State  child  welfare  agencies  and  all  children  adopted  with  the 
involvement  of  State  child  welfare  agencies. 

To  strengthen  services  provided  to  these  vulnerable  children  and  further  the  goal  of  helping 
States  develop  a  seamless  system  for  child  welfare  services,  ACF  is  proposing  legislation  to  offer 
States  an  alternative  financing  system  to  the  current  entitlement  program.  Under  this  alternative 
system,  States  could  choose  to  administer  their  foster  care  program  within  a  fixed  allocation  of 
funds  over  a  five-year  period,  if  this  approach  would  better  support  their  unique  child  welfare 
needs. 


Administration  for  Childrer.  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


Page  C-12 

Payments  to  States  for  Foster  Care  and  Adoption  Assistance 


1330 


"Die  alternative  program  would  encompass  funding  for  the  existing  title  IV -E  foster  care 
maintenance  payments  program  and  the  associated  administrative  costs,  including  funding  for 
the  State  Automated  Child  Welfare  Information  Systems.  States  that  select  this  alternative 
financing  structure  will  be  required  to  apply  for  the  fixed  allocation  approach  soon  after 
enactment  of  the  legislation  and  must  commit  to  the  new  funding  structure  for  the  full  five-year 
period.  Funding  for  the  program  will  be  cost  neutral  over  five  years.  However,  to  support  State 
creativity,  States  will  be  permitted  to  receive  up-front  funding  through  this  option.  The  proposal 
includes  a  maintenance  of  effort  requirement  to  ensure  that  States  that  choose  the  new  option 
maintain  their  existing  level  of  investment  in  the  program.  State  allocations  will  be  derived  using 
historic  expenditure  rates. 

States  that  choose  the  fixed  allocation  option  will  enjoy  far  more  flexibility  than  that  afforded 
under  the  existing  IV-E  program  both  in  allowable  activities  and  in  the  population  served.  States 
will  be  able  to  use  the  funds  for  purposes  under  title  IV-E  or  title  IV -B,  including  foster  care 
maintenance  payments,  prevention  activities,  permanency  efforts  (including  subsidized 
guardianships),  case  management,  administrative  activities  (including  developing  and  operating 
State  information  systems),  the  training  of  child  welfare  staff  and  other  such  services  related  to 
child  welfare  activities.  The  proposal  will  provide  States  with  the  flexibility  to  develop  a  child 
welfare  system  that  supports  a  continuum  of  services  to  families  in  crisis  and  children  at  risk 
while  removing  the  administrative  burden  of  many  of  the  current  federal  requirements.  States 
will  have  the  flexibility  to  try  innovative  ways  to  insure  the  safety,  permanency  and  well-being 
of  children.  However,  the  Department  will  require  States  to  maintain  existing  child  protections  to 
ensure  that  States  maintain  their  focus  on  child  safety,  permanency  and  well-being  when 
providing  services. 

States  which  elect  to  use  the  alternative  funding  option  and  which  experience  emergencies 
affecting  their  foster  care  systems  may  apply  for  access  to  additional  funding  from  the 
Temporary  Assistance  for  Needy  Families  (TANF)  Contingency  Fund.  States  which  choose  to 
apply  would  be  required  to  meet  strict  guidelines  to  ensure  only  truly  needy  States  receive 
additional  resources. 

Two  set-asides  will  be  created  within  this  new  program.  The  first  set-aside  will  be  $30  million 
for  Indian  tribes  or  consortia  that  can  demonstrate  the  capacity  to  operate  a  title  IV-E  program. 
Allocations  for  each  tribe  or  consortia  that  qualifies  will  be  based  on  the  tribe's  population  of 
children  under  age  21.  Indian  tribes  will  have  similar  program  requirements  as  do  States, 
however,  the  Secretary  will  have  the  authority  to  waive  certain  State  program  requirements  that 
are  burdensome  to  Indian  tribes  but  do  not  affect  or  compromise  child  safety.  The  second  set- 
aside  will  be  an  admini strati ve  set-aside  of  1/3  of  one  percent  in  order  to  facilitate  the  monitoring 
and  technical  assistance  necessary  to  support  the  success  of  State  child  welfare  programs. 
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Funding  for  Foster  Care  maintenance  payments,  administration,  and  training  during  the  last  five 
fiscal  years  has  been  as  follows: 


1999   $3,982,700,000 

2000  ,  $4,537,200,000 

2001   $5,063,500,000 

2002   $5,055,500,000 

2003   -  $4,736,000,000 


Rationale  for  the  Budget  Request 

In  FY  2004,  federal  assistance  of  $4,974,200,000  is  requested,  an  increase  of  $238,200,000  over 
the  FY  2003  request.  Of  this  amount,  $1,237,000,000  was  made  available  for  the  first  quarter  of 
FY  2004  in  the  FY  2003  budget.  In  addition,  $1,3 14,600,000  is  requested  foT  the  first  quarter  of 
FY  2005  to  ensure  timely  first  quarter  grant  awards.  The  additonal  funds  reflect  up-front  funding 
costs  assumed  under  the  new  child  welfare  program  option  being  proposed  for  States,  as  well  as 
increases  in  basic  program  costs. 

The  proposed  legislation  will  provide  States  and  Indian  tribes  with  the  opportunity  to  design  a 
flexibile  child  welfare  system  that  supports  a  continuum  of  services  to  families  in  crisis  and 
children  at  risk  while  removing  the  administrative  burden  of  many  of  the  current  federal 
requirements.  The  current  determination  and  re-determination  for  IV-E  eligibility  is  a  significant 
burden  to  States.  Additionally,  the  cost  allocation  process  for  claiming  administrative  costs 
under  the  FV-E  system  is  cumbersome.  Both  would  be  eliminated  for  States  that  choose  the 
alternative  funding  structure.  The  proposed  approach  will  provide  significant  resources  and 
flexibility  for  States  and  tribes  to  fund  prevention,  treatment  and  permanent  placement  activities. 
In  addition,  these  funds  will  support  out-of-home  care  when  mat  option  is  determined  to  be  in  the 
best  interest  of  the  child.  The  proposal  will  make  the  child  welfare  system  more  efficient  and 
provide  increased  flexibility  to  the  States  for  designing  a  seamless  child  welfare  system. 

Under  the  proposed  funding  option,  States  can  receive  up-fr ont  funding  at  the  outset  of  the 
program  cycle  with  funds  evenly  distributed  across  each  of  the  five  years.  As  States  begin 
designing  their  foster  care  programs  under  the  fixed  allocation  option  it  is  essential  to  provide 
sufficient  funds  to  allow  States  the  time  and  flexibility  to  implement  innovative,  cost  efficient 
programs.  States  have  long  raised  concerns  that  the  title  IV-E  foster  care  program  is  too 
restrictive.  The  funding  flexibility  and  up-front  funding  provided  through  the  alternative  funding 
option  in  the  first  years  of  the  program  will  allow  States  to  make  changes  to  their  child  welfare 
systems  and  to  reorganize  their  service  delivery  techniques  in  new  and  innovative  ways  to  best 
serve  children  and  their  families. 

This  alternative  for  States  will  not  affect  or  change  the  provisions  of  the  Adoption  and  Safe  Families 
Act.  Permanency  for  children  will  continue  to  be  of  paramount  concern  under  the  foster  care 
program,  regardless  of  the  funding  mechanism  chosen  by  the  States.  Similarly,  this  alternative 
option  for  the  Foster  Care  program  will  not  affect  or  change  the  Adoption  Assistance  program,  the 
John  H.  Chafee  Foster  Care  Independence  Program,  or  title  IV-B  of  the  Social  Security  Act. 
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The  proposed  administrative  set-aside  will  allow  for  the  carrying  out  of  critical  parts  of  the  child 
welfare  program  option,  federal  monitoring,  technical  assistance,  and  child  welfare  research.  The 
set-aside  will  also  be  used  to  examine  the  safety,  permanence  and  well-being  of  children  in 
States  that  choose  the  alternative  funding  option. 

A  PART  assessment  was  conducted  for  this  program  and  helped  inform  the  FY  2004  budget 
policy.  A  summary  of  the  PART  assessment  follows  on  the  next  page. 
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Resource  and  Program  Data 
Foster  Care  Program 


FY  2002 
Actual 

rx  2UU3 
President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

$4,527,682,074 

$4,655,100,000 

$4,957,616,017 

Discretionary 

Research/Evaluation 

Dem  onstration/Devel  opm  ent 

Trairiing/Technical  Assistance 

8,074,775 

10,730,000 

$16,313,983 

Program  Support1 

266,865 

270,000 

270,000 

Total.  Resources 

$4,536,023,714 

$4,666, 100,00c)2 

$4,974,200,000 

Program  Data: 

Number  of  Grants 

52 

52 

52 

New  Starts: 

# 

52 

52 

52 

$ 

$4,527,682,074 

$4,655,100,000 

$4,957,616,017 

Continuations: 

# 

$ 

Contracts: 

# 

7 

8 

10 

$ 

$8,412,224 

$11,000,000 

$16,583,983 

Interagency  Agreements: 

# 

$ 

1  Includes  funding  for  information  technology  support. 

2  Assumes  lapse  of  $69.9  million 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  MANDATORY  STATE  FORMULA  GRANTS 


PROGRAM:  Title  FV-E  Foster  Care  (CFDA  #  93.658) 


STATE/TERRITORY 

2002 
Actual 

2003 
Pres.  Budget  | 

2004 
Estimate 

Difference 
+/-  2003 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

$26,760,886 
9,042,860 
37,175,514 
27,203,730 
1,088,647,403 

$27,513,990 
937,344 
38,221,706 
27,969,297 
1,119,284,091 

$29,093,372 
9,831,038 
40,415,741 
29,574,814 
1,183,534,191 

$1,579,382 
533,694 
2,194,035 
1,605,537 

64,250,100 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

46,103,583 
69,374,824 
9,263,456 
21,828,710 
134,026,727 

47,401,029 
71327,169 
9,524,148 
22,443,013 
137,798,504 

50,121,983 
75,421,552 
10,070,861 
23,731,306 
145,708,531 

2,720,954 
4,094,383 
546,713 
1,288,293 
7,910,027 

Georgia 
Hawaii 
Idaho 

71,401,052 
18,410,017 
4,376,501 

73,410,419 
18,928,111 
4,499,664 

77,624,386 
20,014,639 
4,757,958 

4,213,967 
1.086,528 
258,294 

Illinois 
Indiana 

305,506,615 
37,342,838 

314,104,175 
38,393,739 

332,134,651 
40,597,649 

18,030,476 
2,203,910 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

10,629,385 
16,581,834 
54,934,182 
54,485,044 
27,675,395 

10,928,517 
17,048,480 
56.480,139 
56,018,361 
28454,235 

11,555,845 
18,027,111 
59,722,260 
59,233,975 
30,087,590 

627,328 
978,631 
3,242,121 
3,215,614 
1,633,355 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

154,288,328 
67,467,647 

152,602,354 
97,894,964 
17,758,51 1 

158,630,307 
69,366,320 
156,896,886 
100,649,922 

1  O  ICO  T71 

la,z->5,2/l 

167,736,139 
73,348,145 
165,903,215 
106,427,514 
ly,JUo,J4/ 

9,105,832 
3,981,825 
9,006,329 
5,777,592 
l,U46,U7t> 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

56,504,939 
5,041,737 
21,682,977 
22,940,772 
9,659,143 

58,095,100 
5,183,621 
22,293,179 
23,586,371 
9,930,970 

61,429,924 
5,481,176 
23,572,871 
24,940,296 
10,501,036 

3,334,824 
297,555 
1.279,692 
1,353,925 
570,066 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 

43,587,491 
13,481,921 
534,881,945 
62,944,888 
13,694,141 

44,814,129 
13.861,329 
549,934,581 
64,716,282 
14,079,521 

47,386,588 
14,657,009 
581,502,394 
68,431,181 
14,887,726 

2,572,459 
795,680 
31,567,813 

3,714,899 
808,205 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

206,408,086 

212,216,818 

224,398,668 

12,181,850 

Oklahoma 

27,515,259 

28,289,593 

29,913,496 

1,623,903 

Oregon 

32,147,503 

33,052,197 

34,949,488 

1,89731 

Pennsylvania 

398,423,564 

409,635,991 

433,150,265 

23,514,274 

rulOQc  island 

1  7  £78  fiQQ 

11  790  Aon 

South  Carolina 

36,969,774 

38,010,177 

40,192,069 

2,181,892 

South  Dakota 

5,418,760 

5,571,255 

5,891,061 

319,806 

Tennessee 

24,043,159 

24,719,781 

26,138,767 

1,418,986 

Texas 

145,823,169 

149,926,921 

158,533,154 

8,606,233 

Utah 

22,033,702 

22,653,774 

23,954,165 

1,300,391 

Vf*rmnnt 

12,494,283 

12  845  897 

13  583  288 

737  391 

Virginia 

85322^222 

87723,358 

92,758,929 

5,035^571 

Washington 

55,825,569 

57,396,611 

60,691,340 

3,294,729 

West  Virginia 

27,567,713 

28,343,523 

29,970,522 

1,626,999 

78  152,315 

80  351  676 

84  964  091 

4  612  415 

Wyoming 

2A90J6S 

2,560,863 

2,707,864 

'  147^001 

Subtotal 

4,518,466,859 

4,645,625,451 

4,912,297,601 

266,672,150 

Puerto  Rico 

9,215,215 

9,474,549 

10,018,416 

543,867 

uUUIUUU 

9,215,215 

9,474,549 

1ft  ft18  416 

543  867 

Total  States/Territories 

4,527,682,074 

4,655,100,000 

4,922,316,017 

267,216,017 

Technical  Assistance 

8341,640 

11,000,000 

16,583,983 

5,583,983 

Child  welfare  program 

option  additional  funds 

35,300,000 

35,300,000 

Subtotal  adjustments 

8,341, 640 

11,000,000 

51,883,983 

40,883,983 

TOTAL  RESOURCES 

$4,536,023,714 

$4,666,1 00,000' 

$4,974,200,000 

$308,100,000 

1  Assumes  lapse  of  $69.9  million 
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ADOPTION  ASSISTANCE 


Authorizing  legislation  -  Section  470  of  the  Social  Security  Act,  as  amended. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$1,426,000,000 

$1,619,800,000 

$1,699,700,000 

+$79,900,000 

2004  Authorization.... Indefinite. 


Purpose  and  Method  of  Operation 

The  Adoption  Assistance  program,  consistent  with  ACF's  goals  to  improve  healthy  development, 
safety,  and  well-being  of  children  and  youth  and  to  increase  the  safety,  permanency,  and  well-being 
of  children  and  youth,  provides  funds  to  States  to  subsidize  families  that  adopt  children  with  special 
needs  who  cannot  be  reunited  with  their  families,  thus  preventing  long,  inappropriate  stays  in  foster 
care.  To  receive  adoption  assistance  benefits,  a  child  must  have  been  determined  by  the  State  to  be  a 
special  needs  child,  e.g.,  be  older,  a  member  of  a  minority  or  sibling  group,  or  have  a  physical, 
mental,  or  emotional  disability.  Additionally,  the  child  must  have  been: 

■    unable  to  return  home,  and  the  State  must  have  been  unsuccessful  in  its  efforts  to  adopt  without 
medical  or  financial  assistance;  and 

•    receiving  or  eligible  to  receive  Aid  to  Families  with  Dependent  Children,  as  in  effect  on  July  1 6, 
1996,  or  title  TV-E  Foster  Care  benefits,  or  Supplemental  Security  Income  benefits. 

Funds  also  are  used  for  the  administrative  costs  of  managing  the  program  and  training  staff  and 
adoptive  parents. 

Adoption  Assistance  is  an  annually  appropriated  entitlement  program.  Federal  financial 
participation  in  State  maintenance  expenditures  is  provided  at  the  Medicaid  match  rate  for  medical 
assistance  payments,  which  varies  among  States  from  50  percent  to  79  percent.  State  adoption 
subsidy  payments  made  on  behalf  of  individual  children  also  vary  from  State  to  State  but  may  not 
exceed  foster  family  care  rates  for  comparable  children.  State  administrative  costs  are  matched  at  a 
50  percent  rate  and  training  for  State  and  local  employees  and  adoptive  parents  at  a  75  percent  rate. 

The  number  of  children  subsidized  by  this  program  and  the  level  of  federal  reimbursement  have 
increased  significantly  as  permanent  adoptive  homes  are  found  for  more  children.  Over  the  past 
five  years,  the  average  monthly  number  of  children  for  whom  payments  were  made  has  nearly 
doubled,  from  just  fewer  than  147,000  in  FY  1997  to  an  estimated  285,600  in  FY  2002. 
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Funding  for  Adoption  Assistance  over  the  past  five  years  have  been  as  follows: 


1999 
2000 
2001 
2002 
2003 


$868,800,000 
$1,020,100,000 
$1,197,600,000 
$1,426,000,000 
$1,619,800,000 


Rationale  for  the  Budget  Request 

Title  IV-E  Adoption  Assistance  provides  federal  assistance  to  States  to  support  the  adoption  of 
eligible  children  with  special  needs.  In  FY  2004  an  estimated  average  of  348,700  children  per  month, 
an  increase  of  3 1,700  children  over  FY  2003,  will  have  payments  made  on  their  behalf,  at  an 
estimated  cost  of  $1,699,700,000,  of  which  $463,400,000  was  appropriated  in  FY  2003  for  the  first 
quarter  of  FY  2004.  This  amount  includes  funds  for  the  costs  of  administration  and  training.  In 
addition,  the  request  includes  $472,600,000  for  the  first  quarter  of  FY  2005  to  ensure  timely  first 
quarter  grant  awards.  Technical  changes  will  be  proposed  to  align  this  program  with  the  Foster  Care 
legislation. 

The  amount  requested,  together  with  amounts  requested  for  child  welfare  discretionary  programs, 
will  assist  in  achieving  the  performance  goal  of  providing  children  with  permanency  and  stability  in 
their  living  situations  and  minimizing  disruption  to  the  continuity  of  family  and  other  relationships 
through: 

•  Increasing  the  percentage  of  children  who  exit  the  foster  care  system  and  are  adopted 
within  two  years  of  placement  from  23  percent  in  FY  2001  to  27  percent  in  FY  2004; 

•  Making  progress  toward  doubling  the  number  of  adoptions  in  the  public  foster  care  system 
by  increasing  the  number  to  60,000  in  FY  2004; 

•  Maintaining  the  percentage  of  children  who  exit  the  foster  care  system  through 
reunification  within  one  year  of  placement  at  67  percent  in  FY  2004;  and 

•  Changing  the  percentage  of  children  who  exit  the  foster  care  system  through  guardianships 
within  two  years  of  placement  from  57  percent  in  FY  2001  to  62  percent  in  FY  2004. 
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Resource  and  Program  Data 
Adoption  Assistance  Program 


FY  2003 
President's 
Budget 

FY  2002 
Actual 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$1,393,075,328 

$1,538,900,000 

$1,699,700,000 

$1,393,075,328 

$i,538,9oo,ooo1 

$1,699,700,000 

Number  of  Grants 
New  Starts: 

|S§n  # 
$ 

Continuations: 

# 
$ 

Contracts: 

.  =  ■  #  m&®M 
$ 

Interagency  Agreements: 
# 
$ 

52 

52 

52 

52 

52 

52 

$1,393,075,328 

$1,538,900,000 

$1,699,700,000 

'  Assumes  lapse  of  $80.9  million. 

Administration  for  Children  and  Families  Page  C-22 

Justification  of  Estimates  for  Appropriations  Committees  Payments  to  States  for  Foster  Care  and  Adoption  Assistance 


1340 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  ON  CHILDREN,  YOUTH  AND  FAMILIES 

FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


PROGRAM:  Title  IV-E  Adoption  Assistance  (CFDA  #  93.659) 


2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

$4,449,789 

$4,915,585 

$5,429,216 
7,373,366 

$513,631 
697,556 

Alaska 

6,043,216 

6,675,810 

Arizona 

Arkansas 

California 

18,926,328 
7,062,625 
236,146,069 

20,907,504 
7,801,929 
260,865,442 

23,092,134 
8,617,154 
288,123,330 

2,184,630 
815,225 
27,257,888 

Colorado 
Connecticut 

21,577,363 
16,315,490 

23,836,045 
18,023,368 

26,326,678 
19,906,634 
2,368,428 
8,807,476 
53,602,093 

42,803,688 
8,629,900 
3,061,872 
90,826,363 
31,566,712 

27,389,068 
1 1,762,625 
16,834,895 
7,535,936 
11,122,403 

15,982,565 
33,040,726 
11233,393 
19,351,234 
4,435,510 

23,460,286 
6,660,455 

2,490,633 
1,883,266 
224,065 
833,231 
5,071,022 

4,049,440 
816,431 
289,669 
8,592,622 
2,986,366 

2,591,141 
1,112,803 
1,592,664 
712,937 
1,052,234 

1,5 12,029 
3,125,815 
10,623,508 
1,830,722 
419,621 

2,219,459 
630,112 

Delaware 

1,941,165 

2,144,363 

District  of  Columbia 
Florida 

7,218,613 
43,932,311 

7,974,245 
48,531,071 

Georgia 

35,081,931 
7,073,072 
2,509,512 

38,754,248 
7,813,469 
2,772,203 

Hawaii 
Idaho 

Illinois 

74,441,347 

82,233,741 

Indiana 

25,872,098 

28,580,346 

Iowa 

22,448,098 

24,797,927 

Kansas 

Kentucky 

Louisiana 

9,640,655 
13,797,891 
6,176,458 

10,649,822 
15,242,231 
6,822,999 

Maine 

9,115,929 

10,070,169 

Maryland 
Massachusetts 

13,099^21 
27,080,201 

14,470,536 
29,914,911 
101,669,885 
17,520,512 
4,015,889 

21,240,827 
6,030,343 

Michigan 
Minnesota 

92,035,739 
15,860,284 
3,635,347 

19,228,066 
5,458,913 

Mississippi 

Missouri 
Montana 

Nebraska 

5,535,330 

6,114,759 

6,753,692 

638,933 

Nevada 

4,981,852 

5,503,344 

6,078,389 

575,045 

New  Hampshire 

1,534,208 

1,694,806 

1,871,897 

177,091 

New  Jersey 

16,535,989 

18,266,948 

20,175,666 

1,908,718 

New  Mexico 

10,100,953 

11,158,304 

12,324,237 

1,165,933 

New  York 

200,066,593 

221,009,226 

244,102,529 

23,093,303 

North  Carolina 

18,900,809 

20,879,314 

23,060,998 

2,181,684 

North  Dakota 

2,027,922 

2,240,201 

2,474,281 

234,080 
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FY  2002 

FY  2003 

FY  2004 

Ull  111  cute 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

134,070,180 

148,104,420 

163,579.883 

15,475,463 

Oklahoma 

17,583,514 

19,424,127 

21,453,758 

2,029,631 

Oregon 

19,839,605 

21,916,381 

24,206,429 

2,290,048 

Pennsylvania 

59,927,897 

66,201,048 

73,118,410 

6,917,362 

Rhode  Island 

5,603,763 

6,190,355 

6,837,187 

646,832 

South  Carolina 

12,714,385 

14,045,305 

15,512,902 

1,467,597 

South  Dakota 
Tennessee 

1,493,703 

1,650,061 

1,822,477 

172,416 

10,661,046 

11,777,026 

13,007,610 

1,230,584 

Texas 

43,914,618 

48,511,526 

53,580,506 

5,068,980 

Utah 

5,770,534 

6,374,584 

7,040,665 

666,081 

Vermont 

7,021,813 

7,756,845 

8,567,359 

810.514 

Virginia 

13,167,413 

14,545,756 

16,065,645 

1,519,889 

Washington 

18,189,169 

20,093,180 

22,192,721 

2,099,541 

West  Virginia 

9,374,935 

10,356,287 

11,438,418 

1,082,131 

Wisconsin 

27,059,061 

29,891,558 

33,014,933 

3,123,375 

Wyoming 

657,016 

725,791 

801,629 

75,838 

NUDtOtal 

1  cm  7fl£  C77 

1  <iOQ  ASlfy  \fA 

1  fXi  *7"70  7fiQ 

Puerto  Rico 

175,099 

193,428 

213,639 

20,211 

Subtotal 

175,099 

193,428 

213,639 

20,211 

Total  States/Territories 

1,393,075,238 

1,538,900,000 

1,699,700,000 

160,800,000 

TOTAL  RESOURCES 

$1,393,075,238 

$1,538,900,000* 

$1,699,700,000 

$160,800,000 

1  Assumes  lapse  of  S80.9  million. 
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INDEPENDENT  LIVING 


Authorizing  Legislation  -  Sections  470  and  477  of  the  Social  Security  Act. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$140,000,000 

$200,000,000 

$200,000,000 

$0 

2004  Authorization. . .  .$200,000,000 1 . 


Purpose  and  Method  of  Operation 

This  program  originated  in  1986  and  was  permanently  authorized  as  part  of  Public  Law  103-66 
in  1 993.  In  FY  1999,  the  federal  Independent  Living  Program  was  revised  and  amended  by  the 
enactment  of  Title  1  of  Public  Law  106-169,  the  John  H.  Chafee  Foster  Care  Independence  Act. 
The  Foster  Care  Independence  Act  provides  States  with  more  flexibility  and  additional  resources 
to  support  child  welfare  services  designed  to  help  youth  make  the  transition  from  foster  care  to 
positive,  productive  adulthood. 

This  program  provides  services  to  foster  children  under  1 8  and  former  foster  youth  (aged  18-21) 
to  help  them  make  the  transition  to  independent  living  by  engaging  in  a  variety  of  services 
including,  but  not  limited  to,  educational  assistance,  career  exploration,  vocational  training,  job 
placement,  life  skills  training,  home  management  health  services,  substance  abuse  prevention, 
preventive  health  activities,  and  room  and  board. 

The  current  law  has  improved  States'  ability  to  actualize  the  goals  of  safety,  permanence  and 
well  being  for  youth  and  young  adults  in  the  child  welfare  system.  States  have  the  authority  to 
extend  the  lower  age  limit  of  youth  in  foster  care  who  are  eligible  for  independent  living 
services,  and  States  may  use  up  to  30  percent  of  the  Chafee  Foster  Care  Independence  Program 
(CFCIP)  allotment  to  provide  room  and  board  (age  1 8-20)  and  other  independent  living  services 
to  youth  (up  to  age  21)  formerly  in  foster  care.  Other  provisions  of  the  law  include:  1)  a  formula 
for  determining  the  amount  of  State  allocation  based  on  a  State's  percent  of  children  in  foster 
care  in  proportion  to  the  national  total  of  children  in  foster  care,  using  data  from  the  most  recent 
year  available,  instead  of  1984;  and  2)  a  "hold  harmless"  provision  for  the  State  allotments  so 
that  no  State  will  receive  less  funding  under  CFCEP  than  it  received  in  FY  1998  or  $500,000, 
whichever  is  greater.  States  now  have  the  option  of  providing  Medicaid  to  foster  care  youth  until 
age  21. 

Each  State  is  eligible  to  receive  a  portion  of  the  funds  appropriated  according  to  the  revised 
formula.  In  order  to  be  awarded  federal  funds,  States  must  provide  a  20  percent  match. 


1  Of  this  amount,  $140  million  is  mandatory  and  $60  million  is  discretionary. 
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In  addition,  the  Administration  proposed  legislation  that  was  enacted  in  2002  to  amend  sections 
474  and  477  of  the  Social  Security  Act  to  provide  vouchers  of  up  to  $5,000  for  college  tuition  or 
vocational  training  to  foster  care  children  from  16  to  21  years  of  age.  (Participants  who  turn  21 
while  working  toward  the  completion  of  a  degree  or  training  program  may  remain  eligible  for  the 
voucher  program  until  they  are  23  years  of  age.)  Funding  for  these  vouchers  is  authorized  at 
$60  million,  is  discretionary  in  nature  and  is  also  distributed  based  on  the  foster  care  ratio, 
without  a  minimum  guaranteed  amount.  These  vouchers  will  provide  youth  an  additional 
resource  to  prepare  for  independent  living,  increasing  the  prospect  that  they  will  be  able  to  secure 
work  and  become  contributing  members  of  society.  In  order  not  to  serve  as  a  disincentive  to  the 
adoption  of  older  children,  the  vouchers  would  also  be  available  to  individuals  adopted  from 
foster  care  after  reaching  age  16. 

Funding  for  Independent  Living  over  the  past  five  years  have  been: 


Rationale  for  the  Budget  Request 

The  FY  2004  request  of  $200,000,000  is  the  same  as  the  FY  2003  President's  Budget  This  will 
allow  continued  grants  to  support  both  the  basic  Independent  Living  Program  and  the  program 
enacted  in  2002  to  provide  $5,000  vouchers  for  youth  who  "age  out"  of  foster  care  for  college 
tuition  or  vocational  training. 


1  Includes  a  supplemental  appropriation  of  S3 3,000,000. 

2  Of  this  amount,  SI  40  million  is  mandatory  and  $60  million  is  discretionary. 
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$200,000,0002 


1344 


Resource  and  Program  Data 
Independent  Living  Program 


FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technica]  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$137,900,000 

$197,000,000 

$197,000,000 

1,350,000 

1,600,000 

1,600,000 

300,000 

950,000 

950,000 

441,690 

450,000 

450,000 

$139,991,690 

$200,000,000 

$200,000,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

52 

52 

52 

52 

52 

52 

$137,900,000 

$197,000,000 

$197,000,000 

4 

4 

4 

$1,932,989 

$2,729,958 

$2,729,958 

'includes  funding  for  information  technology  support,  staffing  and  associated  overhead  costs,  contract  fees,  and 
printing  cost 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  MANDATORY/DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Independent  Living  Program  (CFDA  #93.674) 


FY'  2002 

FY  2003 

FY  2004 

Difference 

CTATIT  /TITDDITnDV' 
51  AI  Jb/  J  ILKJKJ  J  UK  i 

Actual 

Pres.  Budget 

Estimate 

T7-  AW) J 

Alabama 

$1,336,297 

$2,048,053 

$2,048,053 

$0 

Alaska 

500,000 

744.590 

744,590 

0 

Arizona 

1,554,092 

2,117,181 

2,117,181 

0 

Arkansas 

693,779 

1,063.062 

1.063.062 

0 

California 

26,987,207 

37,727,841 

37,727,841 

0 

Colorado 

1,874,643 

2,617,587 

2,617,587 

0 

Connecticut 

1,498,108 

2,577,691 

2,577,691 

0 

Delaware 

500,000 

608.365 

608365 

o 

District  of  Columbia 

1.09  L992 

1,440.960 

1,440,960 

0 

Florida 

10,082,821 

11,383,114 

11,383,114 

0 

Georgia 

2,692.201 

4,326,532 

4,326.532 

0 

Hawaii 

578,976 

915.863 

915,863 

0 

Idaho 

500,000 

616.427 

616.427 

o 

Illinois 

7,925,186 

10,111,292 

10,111,292 

o 

Indiana 

2,074.958 

3,261.408 

3.261,408 

0 

Iowa 

1.203,305 

1,815,217 

1,815,217 

0 

Kansas 

1.573,226 

2,212,447 

2.212,447 

0 

Kentuckv 

1.371,022 

2,353,799 

2,353,799 

0 

Louisiana 

1,358,131 

1,884.253 

1,884.253 

0 

Maine 

753,542 

1,110,522 

1,110,522 

0 

Maryland 

3.098,972 

4,311,056 

4,311,056 

0 

Massachusetts 

2,755,036 

4,175,894 

4,175,894 

0 

Michigan 

5,543378 

10,768.870 

10,768,870 

0 

Minnesota 

2,149.603 

2,847.326 

2,847,326 

0 

Mississippi 

769,133 

1,050,680 

1,050,680 

0 

Missouri 

3.111.964 

4,572.780 

4,572,780 

0 

Montana 

525,590 

711,705 

711,705 

0 

Nebraska 

1,470,708 

2,138,160 

2,138,160 

0 

Nevada 

523,228 

695,686 

695.686 

0 

New  Hampshire 

500,000 

634,645 

634,645 

0 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


2.297,848 
500,000 
11,626,283 

2.576,217 
500,000 


3,783,136 
679,562 
16345,347 

3,483.594 
620,197 


3,783,136 
679,562 
16,345,347 

3.483,594 
620,197 
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STATE/TERRITORY 

FY  2002 
Actual 

FY  2003 
Pres.  Budget 

FY  2004  i 
Estimate  j 

+/-  2003 

Ohio 

4,847,710 
2,018,974 
1,775,194 

7,553,203 
3,124,527 
2,328,624 

7,553,203 
3,124,527 
2,328,624 

0 
0 
0 

Oklahoma 
Oregon 

Pennsylvania 
Rhode  Island 

5,239,835 
591,023 

7,477,885 
846,391 

7,477,885 
846,391 

0 
0 

South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 

1,109,998 
500,000 
2,506,060 
4,521,017 
500,000 

1,671,115 
654,853 
3,380,748 
6,692,368 
762,819 

1,671,115 
654,853 
3,380,748 
6,692,368 
762,819 

0 
0 
0 
0 
0 

Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 
Wyoming 
Subtotal 

Puerto  Rico 
Subtotal 
Total  StatesATerritories 


500,000 
1,695,116 
2,107,084 

811,652 
2,560,154 

500,000 


646,162 
2,512,690 
3,131,062 
1,139,411 
3,653,822 

606,167 


646,162 
2,512,690 
3,131,062 
1,139,411 
3,653,822 

606,167 


135,881,263      193,936,691  193,936,691 


2,018,737 


3,063,309 


3,063,309 


2,018,737 
137,900,000 


3,063,309 
197,000,000 


3,063309 
197,000,000 


Technical  Assistance  2,100,000         3,000,000         3,000,000  0 

Subtotal  Adjustments  2,100,000         3,000,000         3,000,000  0 

TOTAL  RESOURCES  $140,000,000    $200,000,000     $200,000,000  $0 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Social  Services  Block  Grant 

FY  2004  Budget  Page 

Appropriation  Language   D-2 

Amounts  Available  for  Obligation   D-3 

Summary  of  Changes   D-3 

Budget  Authority  by  Activity   D-4 

Budget  Authority  by  Object   D-4 

Authorizing  Legislation   D-5 

Appropriations  History  Table   D-6 

Justification: 

General  Statement   D-7 

Social  Services  Block  Grant   D-8 
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SOCIAL  SERVICES  BLOCK  GRANT 
For  making  grants  to  States  pursuant  to  section  2002  of  the  Social  Security  Act, 
$1,700,000,000. 

Departments  of  Labor,  Health  and  Human  Services  and  Education,  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  in  the  FY  2003  President's  Budget 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Social  Services  Block  Grant 


Amounts  Available  for  Obligation 
2003 

2002  President's  2004 

Enacted  Budget  Estimate 

Appropriation: 

Annual   $1,700,000,000  $1,700,000,000  $1,700,000,000 

Total  Obligations   $1,700,000,000  $1,700,000,000  $1,700,000,000 

SUMMARY  OF  CHANGES 

2003  President's  Budget  Request   $ 1 ,700,000,000 

2004  Estimate   $1.700.000.000 

Net  Change   $0 
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Social  Services  Block  Grant 
Budget  Authority  by  Activity 

2003 

2002  President's  2004 

Enacted  Budget  Estimate 

Social  Services  Block 

Grant                                $1,700,000,000  $1,700,000,000  $1,700,000,000 

Total,  Budget  Authority....        1,700,000,000  1,700,000,000  1,700,000,000 

Obligations                           $1,700,000,000  $1,700,000,000  $1,700,000,000 

Budget  Authority  by  Object 

2003  Increase 

President's  2004  or 

Budget  Estimate  Decrease 

Grants,  subsidies  and 

contributions                    $1,700,000,000  $1,700,000,000  $0 

Total,  Budget  Authority      $1,700,000,000  $1,700,000,000  $0 
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Social  Services  Block  Grant 
Authorizing  Legislation 


2003 

2003 

2004 

2004 

Amount 

President's 

Amount 

Budget 

Authorized 

Budget 

Authorized 

Request 

Social  Services  Block 

Grant  (Section  2003  of 

the  Social  Security 

Act,  as  amended.) 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 
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Social  Services  Block  Grant 
APPROPRIATIONS  HISTORY  TABLE 


Budget 

Estimate 

House 

Senate 

Year 

To  Congress 

Allowance 

Allowance 

Appropriation 

1995 

2,800,000,000 

2,800,000,000 

2,800,000,000 

2,800,000,000 

1996 

2,800,000,000 

2,800,000,000 

2,520,000,000 

2,381,000,000 

1997 

2,800,000,000 

2,480,000,000 

2,240,000,000 

2,500,000,000 

1998 

2,380,000,000 

2,245,000,000 

2,245,000,000 

2,299,000,000 

1999 

1,909,000,000 

2,299,000,000 

1,909,000,000 

1,909,000,000 

2000 

2,380,000,000 

1,909,000,000 

1,050,000,000 

1,775,000,000 

2001 

1,775,000,000 

1,700,000,000 

600,000,000 

1,725,000,000 

2002 

1,700,000,000 

1,700,000,000 

1,700,000,000 

1,700,000,000 

2003 

1,700,000,000 

2004 

1,700,000,000 
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Social  Services  Block  Grant 
Justification 


2002 
Enacted 

2003 
President's 
Budget 

2004 
Estimate 

Increase 
or 

Decrease 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 

$0 

General  Statement 

The  Social  Services  Block  Grant  (SSBG)  is  designed  to  reduce  or  eliminate  dependency;  achieve 
or  maintain  self-sufficiency  for  families;  help  prevent  neglect,  abuse  or  exploitation  of  children 
and  adults;  prevent  or  reduce  inappropriate  institutional  care;  and  secure  admission  or  referral  for 
institutional  care  when  other  forms  of  care  are  not  appropriate.  The  Social  Services  Block  Grant 
serves  low-income  children  and  families,  the  disabled,  and  elderly  with  well-documented  need. 

Since  enactment  in  1975,  Federal  funding  under  Title  XX  has  represented  the  Federal 
Government's  partnership  with  States  to  ensure  the  availability  of  social  services  for  vulnerable 
families  and  children  and  acts  as  the  glue  that  holds  the  human  services  delivery  system  together. 
The  Social  Services  Block  Grant  provides  State  and  local  flexibility  in  managing  Federal  funds 
and  enables  States  to  target  social  services  to  those  populations  that  might  not  otherwise  be 
eligible  for  services  needed  to  remain  self-sufficient  and  economically  independent. 

Services  directed  toward  the  program's  goals  include,  but  are  not  limited  to:  child  care  services; 
protective  services  for  children  and  adults;  services  for  children  and  adults  in  foster  care;  services 
related  to  the  management  and  maintenance  of  home  day  care  services;  employment  services; 
information,  referral,  and  counseling  services;  the  preparation  and  delivery  of  meals;  health 
support  services;  and  appropriate  combinations  of  services  designed  to  meet  the  needs  of 
children,  the  aged,  the  mentally  impaired,  the  blind,  the  emotionally  disturbed,  the  physically 
handicapped,  and  alcohol  and  drug  addicted  individuals. 

Activities  supported  with  Social  Services  Block  Grant  funds  vary  from  State  to  State,  with  each 
of  the  50  States,  the  District  of  Columbia,  and  jurisdictions  designing  social  services  programs 
best  suited  to  meet  the  specific  needs  of  their  residents. 

The  President's  appropriation  request  of  $1,700,000,000  for  this  account  represents 
current  law  requirements.  No  proposed  law  amounts  are  included. 
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SOCIAL  SERVICES  BLOCK  GRANT 


Authorizing  Legislation  -  Section  2003  of  Title  XX  of  the  Social  Security  Act,  as 
amended. 


2003 

Increase 

2002 

President's 

2004 

or 

Enacted 

Budget 

Estimate 

Decrease 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 

$0 

2003  Authorization.... $1,700,000,000. 
Purpose  and  Method  of  Operation 


The  Social  Services  Block  Grant  is  an  appropriated  entitlement  program  that  serves  low-income 
children  and  families,  the  disabled  and  the  elderly.  Social  Services  Block  Grant  funds  are 
distributed  to  the  50  United  States  and  the  District  of  Columbia,  based  on  each  State's  relative 
population  as  compared  to  all  other  States.  Distributions  are  made  to  Puerto  Rico,  Guam, 
American  Samoa,  the  Virgin  Islands,  and  the  Commonwealth  of  the  Northern  Marianas  based  on 
the  same  ratio  allotted  to  them  in  1981  as  compared  to  the  total  1981  appropriation.  There  are  no 
matching  requirements. 

This  program  encourages  each  State,  as  far  as  practicable  under  the  conditions  in  the  State,  to 
furnish  a  variety  of  social  services  best  suited  to  the  needs  of  individuals  residing  within  the 
State. 

Funding  for  the  Social  Services  Block  Grant  program  during  the  last  five  years  has  been  as 
follows: 


1999   $1,909,000,000 

2000   $1,775,000,000 

2001   $1,725,000,000 

2002   $1,700,000,000 

2003   $1,700,000,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Social  Services  Block  Grant  is  $1,700,000,000,  the  same  as  the  FY 
2003  President's  Budget.  The  SSBG  program  provides  funding  to  States  for  a  broad  array  of 
services  for  a  variety  of  populations.  SSBG  funds  are  used  to  prevent,  reduce  or  eliminate 
dependency;  prevent  neglect,  abuse  or  exploitation  of  children  and  adults;  prevent  or  reduce 
inappropriate  institutional  care;  and  provide  admission  or  referral  for  institutional  care  when 
other  forms  of  care  are  inappropriate. 
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Resource  and  Program  Data 
Social  Services  Block  Grant 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 

Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

57 

57 

57 

57 

57 

57 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


PROGRAM:  Social  Services  Block  Grant  (CFDA  #93.667) 


FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


$26,713,831 

$26,499,688 

$26,499,688 

$0 

3,765,995 

3,768,615 

3,768,615 

0 

30,819,824 

31,503,450 

31,503,450 

0 

16,059,175 

15,979,807 

15,979,807 

0 

203,467,765 

204,793,075 

204,793,075 

o 

25,837,773 

26,222,829 

26,222,829 

0 

20,457,307 

20,330,680 

20,330,680 

0 

4,707,103 

4,725,905 

4,725,905 

0 

3,436,371 

3,394,242 

3,394,242 

o 

96,006,510 

97,327,036 

97,327,036 

0 

49,176,210 

49,765,551 

49,765,551 

0 

7,277,730 

7,267,827 

7267,827 

0 

7,772,805 

7,841,276 

7,841,276 

o 

74,602,977 

74,092,901 

74,092,901 

0 

36,525,612 

36,296,128 

36296,128 

0 

17,578,495 

17,351,513 

17,351,513 

0 

16,149,388 

15,994,949 

15,994,949 

0 

24,278,999 

24,132,477 

24,132,477 

0 

26,845241 

26,506,063 

26,506,063 

0 

7,658,492 

7,637,463 

7,637,463 

0 

31,816,113 

31,906,048 

31,906,048 

0 

19  1  7Q  1  71 
■58,1 5y,i  1 1 

17  9.f\f\  Srt7 
j  /  ,oOO,jU/ 

17  RAA  <ft7 

A 

u 

59,700,460 

59,303,859 

59,303,859 

0 

29,551,423 

29,514,725 

29,514,725 

0 

17,087,926 

16,964,794 

16,964,794 

0 

33,610,560 

33,417,022 

33,417,022 

0 

5,419,506 

5,368,567 

5,368.567 

0 

10^79,596 

10,169,483 

10,169,483 

0 

12,003,575 

12,501,311 

12,501,311 

0 

7,423,395 

7,474,293 

7,474,293 

0 

50,545,193 

50,362,197 

50,362,197 

0 

10,927,051 

10,857,512 

10,857,512 

0 

113,992,011 

112,848,436 

112,848,436 

0 

48,352,407 

48,592,350 

48,592,350 

0 

3,857,710 

3,765,980 

3,765,980 

0 
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FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

68,198,572 

67,511,483 

67,511,483 

0 

Oklahoma 

20,728,157 

20,538,571 

20,538,571 

0 

Oregon 

20,552,422 

20,614,372 

20,614,372 

0 

Pennsylvania 

73,772,572 

72,934,516 

72,934,516 

0 

Rhode  Island 

6,297,276 

6,285,576 

6,285,576 

0 

South  Carolina 

24,100,248 

24,117,370 

24,117,370 

0 

South  Dakota 

4,534,365 

4,491,054 

4,491,054 

0 

Tennessee 

34,175,653 

34,071,828 

34,071,828 

0 

Texas 

125,257,360 

126,581,825 

126,581,825 

0 

Utah 

13,414,697 

13,473,097 

13,473,097 

0 

Vermont 

3,657,238 

3,639,202 

3,639,202 

0 

Virginia 

42,520,802 

42,665,216 

42,665,216 

0 

Washington 

35,406,120 

35,543,630 

35,543,630 

0 

West  Virginia 

10,862,764 

10,695,879 

10,695,879 

0 

Wisconsin 

32,219,718 

32,064,832 

32,064,832 

0 

Wyoming 

2,966,160 

2,934,814 

2,934,814 

0 

Subtotal 

1,690,507,824 

1,690,507,824 

1,690,507,824 

0 

American  Samoa 

54,246 

54,246 

54,246 

0 

Guam 

293,103 

293,103 

293,103 

0 

Northern  Mariana 

58,621 

58,621 

58,621 

0 

Islands 

Puerto  Rico 

8,793,103 

8,793,103 

8,793,103 

0 

Virgin  Islands 

293,103 

293,103 

293,103 

0 

Subtotal 

9,492,176 

9,492,176 

9,492,176 

0 

Total  States/Territories 

1,700,000,000 

1,700,000,000 

1,700,000,000 

0 

TOTAL  RESOURCES 

$1,700,000,000 

$1,700,000,000 

$1,700,000,000 

$0 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Promoting  Safe  and  Stable  Families 

FY  2004  Budget  Page 

Appropriation  Language  and  Explanation  of  Language  Change   E-2 

Amounts  Available  for  Obligation   E-3 

Summary  of  Changes   E-4 

Budget  Authority  by  Activity   E-5 

Budget  Authority  by  Object   E-5 

Authorizing  Legislation   E-6 

Appropriations  History  Table   E-7 

Justification: 

General  Statement   E-8 

Promoting  Safe  and  Stable  Families   E-10 

Mentoring  Children  of  Prisoners   E- 1 5 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Promoting  Safe  and  Stable  Families 

For  carrying  out  section  436  of  the  Social  Security  Act,  $305,000,000;  for  section  437, 
[$200,000,000]  $199,978,000;  and  for  section  439,  [$25,000,000]  $50,000,000. 

Departments  of  Labor,  Health  and  Human  Services  and  Education,  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  in  the  FY  2003  President's  Budget 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Administration  for  Children  and  Families 
Promoting  Safe  and  Stable  Families 
Amounts  Available  for  Obligation 

2003 

2002                 President's  2004 

Actual                  Budget  Estimate 

Appropriation: 

Annual1                                    $374,986,000           $530,000,000  $554,978,000 

Unobligated 

balance,  lapsing   -1,304  0  0 

Total  Obligations                        $374,984,696           $530,000,000  $554,978,000 


1  Funds  are  a  combination  of  $305  million  in  mandatory  funds  with  the  remainder  in  discretionary  funds. 
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Promoting  Safe  and  Stable  Families 
SUMMARY  OF  CHANGES 


FY  2003  President's  Budget  Request 

Total  estimated  budget  authority   $530,000,000 

FY  2004  Estimate   $554,978,000 

Net  change   +$24,978,000 


2003  President's 
Budget  Base        Change  from  Base 


Program: 

Increase  for  Mentoring  Children  of  Prisoners   $25,000,000  +$25,000,000 

Total  Program  increases   +$25,000,000 

Decreases: 
Program: 

Reduction  in  level  of  information  technology 

support   $200,000,000  -$22,000 

Total  Program  decreases   -$22,000 

Net  Change   +$24,978,000 
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Promoting  Safe  and  Stable 
Families   

Mentoring  Children  of 
Prisoners  „  

Total  Obligations  


Budget  Authority  by  Object 


Increase 

2003  2004  Or 

Appropriation  Estimate  Decrease 

Salaries  and  benefits                             $56,360  $97,632  +$41,272 

Travel  and  transportation  of 

things                                                 1,500  3,000  +1,500 

Advisory  and  assistance 

services                                        3,922,421  $4,576,050  +$653,629 

Purchases  of  goods  and 
services  from  government 

accounts                                       2,357,640  2,626,368  +268,728 

Supplies  and  materials                             2,000  3,000  +1,000 

Grants,  subsidies  and 

contributions                               523,660,079  547,671,950  +24,011,871 

Total,  Budget  Authority                 $530,000,000  $554,978,000  +$24,978,000 
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Promoting  Safe  and  Stable  Families 
Budget  Authority  by  Activity 

2002                     2003  2004 

Actual          President's  Budget  Estimate 

$374,984,696          $505,000,000  $504,978,000 

0             25,000,000  50,000,000 

$374,984,696          $530,000,000  $554,978,000 
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Authorizing  Legislation 


2003 

2003 

2004 

Amount 
Authorized 

President's 
Budget 

Amount 
Authorized 

2004 
Estimate 

Promoting  Safe  and 
Stable  Families  - 
Sections  430-438 

Ul  LilC  oOLJcU 

Security  Act,  as 
amended. 

$505,000,000 

$505,000,000 

$505,000,000 

$504,978,000 

Mentoring 
Children  of 
Prisoners  -  Section 
439  of  the  Social 
Security  Act,  as 
amended. 

$67,000,000 

$67,000,000 

Such  sums 

$50,000,000 
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Promoting  Safe  and  Stable  Families 
APPROPRIATIONS  HISTORY  TABLE 


Budget 

Year 

Estimate 
To  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1  <A  AAA  AAA 
]DO,000,OvU 

1  ^A  AAA  AAA 
1  jO,UOO,OUO 

1  ^A  AAH  AAA 
1  30,000,000 

1  CA  AAA  AAA 

1 50,000,000 

1996 

AAA  AAA 

225,000,000 

IOC  AAA  AAA 

225,000,000 

^^f  AAA  AAA 

225,000,000 

225,000,000 

1997 

240,000,000 

240,000,000 

240,000,000 

240,000,000 

1998 

255,000,000 

255,000,000 

255,000,000 

255,000,000 

1999 

275,000,000 

275,000,000 

275,000,000 

275,000,000 

Rescission 

-44,000 

2000 

295,000,000 

295,000,000 

295,000,000 

295,000,000 

2001 

305,000,000 

305,000,000 

305,000,000 

305,000,000 

2002 

572,000,000 

375,000,000 

375,000,000 

375,000,000 

Rescission 

-14,000 

2003 

530,000,000 

2004 

554,978,000 
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Promoting  Safe  and  Stable  Families 


Justification 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$374,986,000 

$530,000,000 

$554,978,000 

+$24,978,000 

General  Statement 

The  Promoting  Safe  and  Stable  Families  program  is  a  combination  of  a  capped  entitlement 
program  and  a  discretionary  grant  program.  Its  purpose  is  to  enable  each  State  to  operate  a 
coordinated  program  of  family  preservation  services,  community-based  family  support  services, 
time-limited  reunification  services,  and  adoption  promotion  and  support  services. 

•  Family  preservation  services  are  services  designed  to  help  families  alleviate  crises;  maintain 
the  safety  of  children  in  their  own  homes;  support  families  who  are  preparing  to  reunify  or 
adopt,  and  assist  families  to  obtain  services  and  other  support  necessary  to  address  their 
multiple  needs  in  a  culturally  sensitive  manner.  The  definition  was  amended  in  the  recent 
reauthorization  to  allow  States  to  support  infant  safe  haven  programs. 

•  Family  support  services  are  primarily  community-based  preventive  activities  designed  to 
promote  parental  competencies  and  behaviors  that  will  increase  the  ability  of  families  to 
successfully  nurture  their  children;  enable  families  to  use  other  resources  and  opportunities 
available  in  the  community;  create  supportive  networks  to  enhance  child-rearing  abilities  of 
parents  and  help  compensate  for  the  increased  social  isolation  and  vulnerability  of  families; 
and  strengthen  parental  relationships  and  promote  healthy  marriages. 

•  Time-limited  reunification  services  are  provided  to  a  child  that  is  removed  from  home  and 
placed  in  a  foster  care  setting  and  to  the  parents  or  primary  caregiver.  These  services  are 
available  only  during  a  child's  first  1 5  months  in  foster  care  in  order  to  facilitate  the  safe  and 
timely  reunification  of  the  family. 

•  Adoption  promotion  and  support  services  are  designed  to  encourage  more  adoptions  out  of 
foster  care  when  adoptions  promote  the  best  interests  of  the  children.  They  include  pre-  and 
post-adoption  services  designed  to  expedite  the  adoption  process  and  support  adoptive 
families. 

Legislation  was  enacted  in  November,  2002  to  reauthorize  this  program  through  FY  2006  and 
increase  the  authorization  to  $505,000,000  for  each  year.  The  new  law  authorized  mandatory 
funding  of  $305  million  for  FY  2002  through  FY  2006  with  the  existing  set-aside  amounts.  The 
law  also  authorized  additional  discretionary  funding  of  $200  million  for  FY  2002  through  2006. 
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From  any  discretionary  funding,  the  law  provides  a  3.3  percent  set-aside  for  evaluation,  research 
and  technical  assistance,  a  3.3  percent  set-aside  for  State  Court  Improvements  and  a  2  percent 
set-aside  for  grants  to  tribes.  In  addition,  the  new  law  includes  a  discretionary  initiative  to 
provide  competitive  grants  to  State  and  local  governments,  Indian  tribes  and  consortia  and  faith- 
based  and  community-based  organizations  to  mentor  children  of  prisoners  and  those  recently 
released  from  prison.  A  grant  under  the  mentoring  program  is  available  to  pay  up  to  75  percent 
of  the  first  two  fiscal  years  for  which  the  grant  is  awarded  and  up  to  50  percent  for  subsequent 
fiscal  years. 
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PROMOTING  SAFE  AND  STABLE  FAMILIES 


Authorizing  Legislation  -  Sections  436  and  437,  Title  IV-B,  Subpart  2  of  the  Social 
Security  Act  as  amended. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$374,986,000 

$505,000,000 

$504,978,000 

-$22,000 

2004  Authorization.... $505, 000,000  ($305,000,000  in  mandatory  funding  and  $200,000,000  in 
discretionary  funding). 

Purpose  and  Method  of  Operation 


The  Promoting  Safe  and  Stable  Families  program  provides  grants  to  States  to  develop,  establish 
and  expand  coordinated  programs  of  four  types  of  community-based  services:  (1)  family 
preservation  services,  (2)  time-limited  family  reunification  services,  (3)  community-based  family 
support  services,  and  (4)  adoption  promotion  and  support  services.  States  are  required  to  use  a 
portion  of  these  funds  for  each  group  of  services. 

Current  law  provides  that  one  percent  of  the  mandatory  amounts  and  two  percent  of  discretionary 
funds  appropriated  are  reserved  for  allotment  to  tribal  organizations  or  Indian  tribes  that  have 
submitted  a  plan  and  whose  allotment  is  greater  than  $10,000.  Tribal  allotments  are  based  on  the 
number  of  children  in  the  tribe  relative  to  the  number  of  children  in  all  tribes  with  approved 
plans.  The  allotment  to  Puerto  Rico,  Guam,  the  Virgin  Islands,  the  Northern  Mariana  Islands 
and  American  Samoa  is  determined  by  a  formula.  From  the  mandatory  funds,  $10  million  is  set 
aside  for  State  court  improvement  programs,  and  $6  million  is  set  aside  for  evaluation,  research 
and  training.  An  additional  3.3  percent  of  any  discretionary  funds  are  to  be  used  for  each  of  the 
above  activities.  The  remaining  funds  are  distributed  to  States  based  on  the  State's  share  of 
children  in  all  States  receiving  food  stamp  benefits.  States  are  entitled  to  payments  equal  to  their 
allotments,  for  use  in  paying  not  more  than  75  percent  of  the  costs  of  activities  under  the 
approved  State  plan.  The  remaining  25  percent  of  costs  must  be  paid  with  funds  from  non- 
federal sources. 

States  carry  out  a  comprehensive  planning  process,  consulting  with  a  broad  range  of  public  and 
private  agencies  providing  services  to  families,  as  well  as  with  parents  and  families  themselves, 
to  ensure  that  services  are  coordinated  and  that  funds  are  spent  in  a  manner  responsive  to  the 
needs  of  families. 

Funding  for  the  Promoting  Safe  and  Stable  Families  Program  (formerly  Family 
Preservation  and  Support  Program)  during  the  last  five  years  has  been  as  follows: 
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1999   $275,000,000 

2000   $295,000,000 

2001   $305,000,000 

2002   $374,986,0001 

2003   $505,000,000^ 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Promoting  Safe  and  Stable  Families  program  is  $504,978,000, 
$22,000  less  than  the  FY  2003  request.  The  Administration  is  committed  to  helping  families  in 
crisis  and  to  protecting  children  from  abuse  and  neglect.  The  federal-State  child  welfare  system 
needs  to  sustain  its  investment  in  supporting  and  preserving  families.  The  current  child  welfare 
system  has  three  primary  goals:  to  ensure  children's  safety;  to  create  permanency  in  children's 
living  arrangements;  and  to  promote  the  well-being  of  children  and  families. 


'  Funding  is  a  combination  of  $305  million  in  mandatory  funding  and  $70  million  in  discretionary  funding. 
1  Funding  is  a  combination  of  $305  million  m  mandatory  funding  and  $200  million  in  discretionary  funding. 
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Resource  and  Program  Data 
Promoting  Safe  and  Stable  Families 


FY  2003 

FY  2002 

President's 

FY  2004 
Estimate 

Actual 

Budget 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$356,674,696 

$475,800,000 

$475,779,452 

10,000,000 

16,600,000 

16,599,274 

504,652 

2,250,000 

2,250,000 

1,049,868 

1,049,177 

1,050,000 

6,299,830 

8,600,000 

8,617,000 

455,650 

700,823 

682,274 

$374,984,696 

$505,000,000 

$504,978,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

56 

56 

56 

56 

56 

56 

$370,191,383 

$499,285,079 

$498,921,950 

11 

14 

14 

$2,688,313 

$3,609,921 

$3,951,050 

5 

5 

5 

$2,105,000 

$2,105,000 

$2,105,000 

1  Includes  funding  for  information  technology  support,  contract  fees  and  support  for  Departmental  evaluation 
activities.  FY  2004  includes  a  reduction  in  information  technology  support. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  MANDATORY/DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Promoting  Safe  and  Stable  Families  (CFDA  #  93.556) 


STATE/TERRITORY 

2002 
Actual 

2003 
Pres.  Budget 

2004 
Estimate 

Difference 
+/-  2003 

Alabama 

$7,223,812 

$10,112,024 

$10,111,587 

-$437 

Alaska 

792,286 

999,151 

999,108 

-A3 

Arizona 

6,346,894 

7,626,586 

7,626,257 

-329 

Arkansas 

4,412,657 

5,963,304 

5,963,046 

-258 

California 

55,883,291 

67,623,587 

67,620,664 

-2,923 

Colorado 

3,366,643 
3,417,595 
813,972 

4,018,984 
4,295,203 
934  971 

4,018,810 
4,295,018 
934  931 

Connecticut 
Delaware 

District  of  Columbia  1,575,506 

2,07o!ll8 

2,070'029 

Honda 

l/,/Ul,U5 

21,120,278 

21,119,366 

Georgia 

12,352,474 

15,695,275 

15,694,597 

Hawaii 

Idaho 

Illinois 

2,184,128 
1,067,760 
16,476,219 

2,817,704 
1,467,125 
20,177,255 

2,817,582 
1,467,062 
20,176,384 

Indiana 

5,562,410 

7,507,111 

7,506,787 

Iowa 

2,382,460 

2,955,205 

2,955,077 

Kansas 

2,174,220 

Kentucky 
Louisiana 
Maine 

6,409,881 
10,130,810 
1,587,519 

8,363,654 
13,380,172 
1,894,836 

8,363,293 
13,379,594 
1,894,754 

Maryland 
Massachusetts 

5,827,063 
5,593,489 

6,669,187 
6,818,406 

6,668,899 
6,818,112 

Michigan 

13,731,216 
3,801,649 
6,024,915 

17,002,407 
4,911,755 
7,521,007 

17,001,673 
4,911,543 
7,520,682 

Minnesota 
Mississippi 

Missouri 
Montana 

7,571,740 
1,065,149 

9,696,704 
1,386,792 
2,085,839 
1,589,321 
926,518 

9,696,285 
1,386,732 
2,085,749 
1,589,252 
926,478 

Nebraska 
Nevada 

New  Hampshire 

1,679,725 
1,294,455 
721,274 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 

7,727,122 
3,483,414 
0 

8,607,159 
600,246 

9,149,934 
4,448,232 
34,597,673 
12,096,623 
752,309 

9,149,539 
4,448,040 
34,596,179 
12,096,101 
752,277 

-174 
-185 
-40 
-89 
-912 

•678 
-122 
-63 
-871 
-324 

-128 
-112 
-361 
-578 
-82 

-288 
-294 
-734 
-212 
-325 

^19 

-60 
-90 
-69 
■40 

-395 
-192 
-1,494 
-522 
-32 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Approp. 

+/-  2003 

Ohio 

Oklahoma 

12,224,628 

15,115,783 

A  Al  7  1  ")f* 

15,115,130 

-653 
-ill 

Oregon 
Pennsylvania 
Rhode  Island 

3,692,435 
15,044,630 
1,504,529 

4,918,335 
18,735,616 
2,000,591 

4,918,123 
18,734,807 
2,000,505 

-212 
-809 
-86 

South  Carolina 
South  Dakota 

6,022,201 
836,500 

7,685,339 
1,130,520 
11,356,176 

2,359,224 

7,685,007 
1,130,471 
11,355,686 

2,359,122 

-332 
^9 

Tennessee 

Texas 

Utah 

8,775,755 

1A  1 1 1  <\1A 

1,886,385 

^90 

-1,1 1** 

-102 

Vermont 
Virginia 
Washington 
West  Virginia 

688,968 
7,107,738 
6,290,048 
3,748,510 

902,169 
8,397,017 
7,460,125 
4,772,782 

902,130 
8,396,654 
7,459,803 
4,772,576 

-39 

-363 
-322 
-206 

Wisconsin 
Wyoming 

3,935,636 
468,447 

4,946,991 
607,428 

4,946,777 
607,402 

-214 
-26 

Subtotal 

340,953,045 

457,757,609 

457,737,840 

-19,769 

Tribes 

4,450,000 

7,050,000 

7,049,696 

-304 

American  Samoa 

Northern  Mariana  Islands 
Puerto  Rico 

221,474 
409  423 
160^845 
7,860,670 

250,125 
482  787 
175^073 
9,706,692 

250,114 
482  766 
175!o65 
9,706,273 

-11 
-21 
-8 
^19 

Virgin  Islands 

324,543 

377,714 

377,698 

-16 

Subtotal 
Total  States/Territories 

13,426,955 
354,380,000 

18,042^91 
475,800,000 

18,041,612 
475,779,452 

-779 
-20,548 

Technical  Assistance 
State  Courts 

8,294,696 
12,310,000 

12,600,000 
16,600,000 

12,599,274 
16,599,274 

-726 
-726 

Subtotal  Adjustments 

20,604,696 

29,200,000 

29,198,548 

-1,452 

TOTAL  RESOURCES 

$374,984,696 

$505,000,000 

$504,978,000' 

$0 

'  A  small  reduction  in  the  level  of  information  technology  support  was  taken  in  FY  2004  in  a  variety  of  discretionary 
accounts,  including  Promoting  Safe  and  Stable  Families.  Because  the  distribution  of  funds  in  Promoting  Safe  and 
Stable  Families  is  driven  by  formula,  it  was  not  possible  to  limit  the  impact  to  solely  program  support  funding. 
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MENTORING  CHILDREN  OF  PRISONERS 


Authorizing  Legislation  -  Section  439,  Title  IV-B,  Subpart  2  of  the  Social  Security  Act,  as 
amended. 


2003 

Increase 

2002 

President's 

2004 

or 

Enacted 

Budget 

Estimate 

Decrease 

$0 

$25,000,000 

$50,000,000 

+$25,000,000 

2004  Authorization.... $50,000,000. 
Purpose  and  Method  of  Operatiop 


Legislation  was  enacted  in  2001  to  amend  Title  IV-B  subpart  2  of  the  Social  Security  Act  to 
create  a  discretionary  program  to  provide  competitive  grants  to  State  and  local  governments, 
Indian  tribes  and  consortia,  and  faith  and  community-based  organizations  to  mentor  children  of 
prisoners  and  those  recently  released  from  prison.  Applicants  can  apply  for  grants  up  to  $5 
million.  Grantees  are  required  to  become  gradually  more  self-sufficient  through  public-private 
partnerships.  A  grant  for  a  program  shall  be  available  to  pay  up  to  75  percent  of  program  cost  in 
the  first  two  fiscal  years  of  funding  and  up  to  50  percent  in  the  subsequent  fiscal  years. 

Funding  for  Mentoring  Children  of  Prisoners  has  been  as  follows: 

2003   $25,000,000 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Mentoring  Children  of  Prisoners  program  is  $50,000,000,  an 
increase  of  $25  million  from  the  FY  2003  President's  Budget.  As  a  result  of  this  funding 
increase,  the  number  of  grants  awarded  will  be  doubled  in  FY  2004. 

This  program  helps  children  through  the  time  parents  are  imprisoned,  including  efforts  to  keep 
children  connected  to  a  parent  in  prison,  and  increase  the  chances  that  the  family  can  come 
together  successfully  when  the  parent  is  released.  The  arrest  and  incarceration  of  a  parent  often 
results  in  traumatic  separations  for  children,  followed  frequently  by  erratic  shifts  from  one 
caregiver  to  another.  As  a  group,  these  children  are  less  likely  than  their  peers  to  succeed  in 
school  and  more  likely  to  succumb  to  substance  abuse,  gangs,  early  childbearing,  and 
delinquency.  Children  of  incarcerated  mothers  are  particularly  vulnerable,  as  these  children 
typically  come  from  households  where  the  mother  was  the  sole  provider,  making  placement  in 
foster  care  more  likely  when  the  mother  is  in  prison.  The  limited  data  available  indicates  that 
placements  in  foster  care  as  a  result  of  a  parent's  incarceration  increased  from  2.5  percent  of  the 
placements  in  1 997  to  5.9  percent  (roughly  30,000  children)  in  1999. 
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Resource  and  Program  Data 
Mentoring  Children  of  Prisoners 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Researcn/bvaluation 
Demonstration/Development 
Training/Technical  Assistance 

$24,375,000 

$48,750,000 

312,500 

625,000 

Program  Support1 

312,500 

625,000 

Total,  Resources 

$25,000,000 

$50,000,000 

Program  Data: 

20 

Number  of  Grants 

10 

New  Starts: 
# 

10 

10 

$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 

n 

$ 

$24,375,000 

$24,375,000 

10 

$24,375,000 

3 

4 

$625,000 

$1,250,000 

Includes  funding  for  information  technology  support,  grant  review  cost,  and  staff  and  associated  overhead  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Low  Income  Home  Energy  Assistance  Program 

FY  2004  Budget  Page 

Appropriation  Language   F-2 

Amounts  Available  for  Obligation   F-3 

Summary  of  Changes   F-4 

Budget  Authority  by  Activity   F-5 

Budget  Authority  by  Object   F-5 

Significant  Items  in  House,  Senate,  and  Conference  Appropriations  Committee  Reports  ...  F-6 

Authorizing  Legislation   F-7 

Appropriations  History  Table   F-8 

Justification: 

General  Statement   F-ll 

UHEAP  State  Grant  Program   F-13 

LIHEAP  Contingency  Fund   F-17 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Low  Income  Home  Energy  Assistance  Program 

For  making  payments  under  title  XXVI  of  the  Omnibus  Budget  Reconciliation  Act  of 
1981,57,700,000,000. 

For  making  payments  under  title  XXVI  of  the  Omnibus  Reconciliation  Act  of  1981, 
$300,000,000:  Provided,  That  these  funds  are  for  the  unanticipated  home  energy  assistance 
needs  of  one  or  more  States,  as  authorized  by  section  2604(e)  of  the  Act  [:  Provided  further, 
That  these  funds  are  hereby  designated  by  Congress  to  be  emergency  requirements  pursuant  to 
section  251(bX2)(A)  of  the  Balanced  Budget  and  Emergency  Deficit  Control  Act  of  1985: 
Provided further,  That  these  funds  shall  be  made  available  only  after  submission  to  Congress  of 
an  official  budget  request  by  the  President  that  includes  designation  of  the  entire  amount  of  the 
request  as  an  emergency  requirement  as  defined  in  the  Balanced  Budget  and  Emergency  Deficit 
Control  Act  of  1985],  and  notwithstanding  the  designation  requirement  of  section  2602(e). 

Departments  of  Labor,  Health  and  Human  Services  and  Education,  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  in  the  FY  2003  President's  Budget 

Explanation  of  Language  Change 

Language  is  deleted  to  reflect  administration- wide  decision  to  remove  BEA  emergency 
designation. 
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\  ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

\  Low  Income  Home  Energy  Assistance  Program 

Amounts  Available  for  Obligation 
2003 

2002  President's  2004 

Actual  Budget  Estimate 

Regular  Appropriation   $1,700,000,000  $1,400,000,000  $1,700,000,000 

Contingency  Fund   [300,000,000]  [300,000,000]  [300,000,000] 

Contingency  Funds 

Released   100,000,000  200,000,000  NA 

Contingency  Funds 

Available  from  Prior  Years..  $300,000,0001  $100,000,0001  SIOO.OOO.OOO1 


1  $300,000,000  was  made  available  m  a  supplemental  in  FY  2001 ,  to  remain  available  until  expended.  $200M  was 
released  in  January,  2003  due  to  higher  than  normal  energy  prices,  especially  home  heating  oil. 
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Low  Income  Home  Energy  Assistance  Program 
SUMMARY  OF  CHANGES 


Regular  Program 

2003  President's  Budget  Request  $1 ,400,000,000 

2004  Estimate  $1.700.000.000 

Net  change  ~  +$300,000,000 

Contingency  Funds 

2003  President's  Budget  Request  „   $300,000,000 

2004  Request  ~   $300.000.000 

Net  Change   -0- 


2003  President's 

Budget  Base  Change  from  Base 

Increases: 

Program                                          $1,400,000,000  +$300.000.000 

Total  Increases   +$300,000,000 
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Low  Income  Home  Energy  Assistance  Program 
Budget  Authority  by  Activity 

2003 

2002  President's  2004 
Actual             Budget  Estimate 

Program  Funds                           $1,672,200,000    $1,372,200,000  $1,672,200,000 

Leveraging  Incentive  Funds                 27,500,000          27,500,000  27,500,000 

Training  and  Technical  Assistance             300,000             300,000  300,000 

Contingency  Funds                         300,000,000        300,000,000  300,000,000 

Contingency  Funds  Released            [100,000,000]      [200,000,000]  NA 

Contingency  Funds  Available 

from  Prior  Years                         [300,000,000]'      [1 00,000,000] 1  [100,000,000]' 

Total,  Adjusted  Budget  Authority     $2,000,000,000    $1,700,000,000  $2,000,000,000 

Budget  Authority  by  Object 

2003  Increase 
President's             2004  or 

Budget            Estimate  Decrease 

Travel                                               $12,000             $12,000  $0 

Training  and  technical  assistance                 288,000             288,000  0 

Grants,  subsidies  and  contributions...    1,699,700,000      1,999,700,000  0  

Total,  Budget  Authority                   $1,700,000,000    $2,000,000,000  $0 


1  Three  hundred  million  dollars  ($300,000,000)  was  made  available  in  a  supplemental  in  FY  2001  to  remain 
available  until  expended.  $200  million  of  that  amount  was  released  in  January  2003  due  to  higher  than  normal 
energy  prices,  especially  home  heating  oil. 
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Low  Income  Home  Energy  Assistance  Program 

SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE  AND  CONFERENCE 
APPROPRIATIONS  COMMITTEE  REPORTS 


The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and  significant 
items  derived  from  Senate  Report  107-216  (Labor,  Health  and  Human  Services  and  Education). 
These  actions  discussed  below  are  contingent  on  inclusion  of  similar  language  and  funding  in  the 
final  FY  2003  appropriation  and  related  reports.  Additional  items  may  be  transmitted  at  a  later 
date  as  a  result  of  the  final  Conference  report. 

2003  Senate  Committee  Report  Language 

Item 

[Contingency  Funding]  The  Committee  is  disappointed  by  the  unwillingness  of  the 
administration  to  release  any  or  all  of  the  $600,000,000  in  contingency  funding  currently 
available.  The  Committee  notes  that  in  both  the  Statement  of  the  Managers  accompanying  the 
Supplemental  Appropriations  Act,  2001  (Public  Law  107-20)  and  the  Statement  of  the  Managers 
accompanying  the  Department  of  Health  and  Human  Services  Appropriations  Act,  2002  (Public 
Law  107-1 16),  the  conferees  encouraged  the  adrninistration  to  release  contingency  funds 
provided  by  these  Acts  due  to  the  pressing  additional  energy  assistance  needs  of  millions  of 
eligible  families.  The  Committee  again  notes  that  the  authorizing  statute  states  that  the 
contingency  fund  was  authorized  to  meet  the  additional  home  energy  assistance  needs  of  one  or 
more  States  arising  from  a  natural  disaster  or  other  emergency,  as  defined  in  section 
2603(1XA-G),  which  includes  six  other  factors  not  related  to  weather  or  natural  disasters.  The 
Committee  is  aware  of  data  that  has  been  reported  over  the  past  12  months  that  show  the 
definition  of  emergency  has  been  met  in  many  States.  The  Committee  directs  the  Department  to 
provide  a  report  within  60  days  after  the  enactment  of  this  bill  identifying  the  sources  of  data 
used  for  considering  release  of  contingency  funds  for  each  of  the  parts  of  the  emergency 
definition.  The  Committee  encourages  the  Department  to  work  with  appropriate  agencies  and 
associations  to  make  sure  data  is  available  to  administer  this  program,  and  in  particular,  make 
decisions  about  release  of  contingency  funding. 

Action  Taken  or  to  be  Taken 

The  Department  will  provide  the  requested  report  within  60  days  after  the  enactment  of  the  bill. 
The  Adrninistration  assesses  the  need  for  a  LIHEAP  emergency  release  primarily  based  on 
weather  conditions  and  energy  costs.  Therefore,  the  main  sources  of  data  used  for  considering 
release  of  contingency  funds  are:  (a)  weather  data  (Heating/Cooling  Degree  Days)  supplied  by 
the  National  Weather  Service  and  (b)  home  energy  fuel  price  data  supplied  by  the  Energy 
Information  Administration  in  the  Department  of  Energy.  The  report  will  identify  any  additional 
sources  of  data,  if  any,  used  for  each  of  the  parts  of  the  emergency  definition. 
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Low  Income  Home  Energy  Assistance  Program 


Authorizing  Legislation 


Home  Energy 
Assistance  Activity: 


Section  2602(b)  of  the 
Low  Income  Home 
Energy  Assistance  Act 
of  1981,  as  amended. 

Leveraging  Incentive 
Fund,  Section  2602(d) 
of  the  Low  Income 
Home  Energy 
Assistance  Act  of 
1981,  as  amended 

Energy  Emergency 
Contingency  Fund, 
Section  2602(e)  of  the 
Low  Income  Home 
Energy  Assistance  Act 
of  1981,  as  amended. 

Training  and 
Technical  Assistance, 
from  funds  made 
available  under 
Section  2602(b)  of  the 
Low  Income  Home 
Energy  Assistance  Act 
of  1981,  as  amended 

Appropriation 


2003 
Amount 
Authorized 


2003 
President's 
Budget 


Such  sums   $  1 ,3 72,200,000 


30,000,000 


27,500,000 


600,000,000  300,000,000 


300,000 


300,000 


$1,700,000,000 


2004 
Amount 
Authorized 


2004 
Budget 
Request 


Such  sums  $1,672,200,000 


30,000,000 


27,500,000 


600,000,000 


300,000,000 


300,000 


300,000 


$2,000,000,000 
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Low  Income  Home  Energy  Assistance  Program 


APPROPRIATIONS  HISTORY  TABLE 


Budget  Estimate 
to  Congress 

%  House 
Allowance 

Senate 
Allowance 

Appropriation 

1995' 

Emergency  Funding 
Rescission 
Admin.  Reduction 

1,475,000,000 
(50,000,000) 

1,475,000,000 
[600,000,000] 
(250,000,000) 

1,475,000,000 
[600,000,000] 
(89,592,000) 

1,475,000,000 
[600,000,000] 
(155,896,000) 
(1,521) 

1996  -  Appropriated  in 
FY  95  for  obligation  in 
FY  96 

Emergency  Funding 
Rescission 
Further  Reduction 
Admin.  Reduction 
Emergency  Sup. 

1,319,204,000 

1,319,204,000 

(1,000,000,000) 
180,000,000 

1,319,204,000 

(100,000,000) 
180,000,000 

1,319,204,000 
[300,000,000] 
(319,204,000) 
(100,000,000) 
(2,500) 
180,000,000 

1997 

Emergency  Funding2 
Emergency  Funds 
Disbursed3 

1,000,000,000 
(300,000,000] 

1,000,000,000 
[300,000,000] 

1,000,000,000 
[300,000,000] 

1,000,000,000 
[420,000,000] 

215,000,000 

1998  —  Appropriated  in 
FY  97  for  obligation  in 
FY  98 

Emergency  Funding 
Emergency  Funds 
Disbursed 

1,000,000,000 
[300,000,000] 

1,000,000,000 
[300,000,000] 

1,000,000,000 
[300,000,000] 

1,000,000,000 
160,000,0004 

1 999  -  Appropriated  in 
FY  98  for  obligation  in 
FY  99 

House  Action  on 
Advance  Funding 

1,000,000,000 

1,000,000,000 
(1,100,000,000) 

1,200,000,000 

1,100,000,000 
1,100,000,000 

1  Of  the  amount  appropriated  for  FY  95,  it  was  requested  that  $745,000,000  be  made  available  in  the  period  October 
1, 1995  through  September  30, 1996,  with  the  balance  of  $730,000,000  available  October  1,  1994  through 
September  30, 1995.  Congress  did  not  approve  this  request 

2  In  addition  to  the  $300,000,000  in  emergency  contingency  funds  made  in  FY  96  for  FY  97,  Congress  added  the 
balance  of  FY  96  funds  ($120,000,000)  neither  formally  appropriated  nor  obligated  in  FY  96. 

3  $5,000,000  released  to  North  and  South  Dakota  January  15,  1997;  the  balance  released  to  all  states  January  31, 
with  special  relief  for  eight  mid- west  slates  hardest  hit  by  particularly  cold  weather. 

4  Because  of  extreme  and  life-threatening  hot  weather,  $150,000,000  was  released  during  the  summer  of  1998  to: 
Alabama,  Arkansas,  Florida,  Georgia,  Louisiana,  Mississippi,  North  Carolina,  Oklahoma,  South  Carolina, 
Tennessee,  and  Texas.  In  addition,  $10,000,000  was  released  to  Alaska  to  buy  fuel  oil  for  the  coming  winter  for 

villages  facing  high  heating  costs  that  were  difficult  to  meet  due  to  the  disastrously  low  salmon  run.  
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Budget  Estimate 

House 

Senate 

to  Congress 

Allowance 

Allowance 

Appropriation 

5 

Emergency  F mining 

1  jUU,VUU,UWJ 

r-2AA  AAA  AAA! 
[JUU,UUU,UUUJ 

ri  AA  AAA  AAAI 
I J IAI  ,UUv,  UUUJ 

r^AA  AAA  AAAI 

[300,000,000] 

Kcauocaoon  01  r  i 

Funds 







2,207,431 

Emergency  Funds 

Disbursed 

i  /j,zyo,ioj 

2000 

Emergency  Sup. 

£(\T\  AAA  AAA 

000,000,000 

Emergency  Funds 

Disbursed 

*1A  A  1  Cn  AAA? 

/44,300,000 

2001  -  Appropriated  in 

FY  00  for  obligation  in 

FY  01 

1    1  AA  AAA  AAA 

1 , 1 00,000,000 

1    1  AA  AAA  AAA 

1 , 1 00,000,000 

1,100,000,000 

1,100,000,000 

Regular  Appro. 

TAA  AAA  AAA 
300,000,000 

Emergency  Funding 

r-JAA  AAA  AAAI 

nnn  t\t\c\  aaai 

[  3  UU,U  LnJjUlnJJ 

ro  AA  AAA  AAA! 

13UU,WU,VUUJ 

HAA  AAA  AAAI 

|300,000,000J 

Emergency  Suppl. 

•JAA  AAA  AAA 

1AA  AAA  AAA 

300,000,000 

^nn  AAA  AAA 

300,000,000 

Emergency  Funds 

Disbursed 



455,650,0008 

2002 

1    1  AA  AAA  AAA 

1,1 00,000,000 

1    1  AA  AAA  AAA 

1,100,000,000 

Emergency  Funding 

riftA  AAA  AAA! 

[3  LfU,UuU,  UUUJ 

fJA/l  AAA  AAA! 

[JUU,U0U,00UJ 

riAA  AAA  AAAT 

I300,000,000j 

T^AA  AAA  AAAI 

[300,000,000] 

Emergency  Sup. 

Carryover  from  FY  01 

riAA  AAA  AAAI 

1300,000,000] 

Emergency  Funds 

Disbursed 

._ 

1  AA  AAA  AAA 

100,000,000 

1  4AA  AAA  AAA 

Emergency  Funding 

[300,000,000] 

Emergency  Sup. 

Carryover  from  FY  01 

[300,000,000] 

Emergency  Sup. 

Funds  Disbursed 

200,000,000 

Emergency  Funds 

Disbursed 

5  Advance  Funding  requested  in  FY  99  for  FY  00. 

6  Due  to  excessively  hot  weather  during  late  June  and  early  July  of  1999,  $100  million  was  released  to  17  eastern 
states  and  the  District  of  Columbia,  including  15  Indian  tribes.  In  August,  an  additional  $55  million  was  released  to 
9  additional  states  that  had  experienced  extreme  heat  In  September,  $29,298,765  was  released  to  North  Carolina  to 
assist  with  energy-related  flood  damage. 

7  In  October  1999,  $5,000,000  was  released  to  New  Jersey  to  assist  with  energy-related  damage  due  to  Hurricane 
Floyd.  In  January  2000,  $45,000,000  was  released  to  1 1  States  who  depend  heavily  on  heating  oil  and  liquid 
petroleum,  whose  costs  were  higher  than  the  previous  year's.  By  the  end  of  the  fiscal  year,  $744,350,000  had  been 
released  to  offset  the  increasing  costs  of  fuel. 

8  The  emergency  supplemental  for  FY  2001  was  available  until  expended.  A  balance  of  $155,650,000  was  carried 
over  into  FY  2001  and  that  amount,  together  with  the  $300,000,000  in  new  budget  authority  for  emergency 
contingencies,  had  been  obligated  by  the  end  of  December  2000  to  offset  continuing  increases  in  fuel  prices  and  an 

unusually  cold  November  and  December.  
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Budget  Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

2004 

1,700,000,000 
[300,000,000] 

Emergency  Funding 
Emergency  Sup. 
Carryover  from  FY  01 
Emergency  Funds 

[100,000,000] 

Disbursed 
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Low  Income  Home  Energy  Assistance  Program 


Justification 


2002 
Enacted 

2003 
President's 
Budget 

2004 
Estimate 

Increase 
or 

Decrease 

Program  Grants 

$1,672,200,000 

$1,372,200,000 

$1,672,200,000 

$0 

Leveraging  Grants 

?7  son  non 

77  snn  nnn 

u 

Subtotal 

1,699,700,000 

1,399,700,000 

1,699,700,000 

0 

Contingency  Fund 

300,000,000 

300,000,000 

300,000,000 

0 

Training  and  Technical 
Assistance 

300,000 

300,000 

300,000 

0 

Contingency  Funds 
Released 

[100,000,000] 

[200,000,000] 

NA 

NA 

Total,  BA 

$2,000,000,000 

$1,700,000,000 

$2,000,000,000 

0 

General  Statement 


Consistent  with  the  Administration  for  Children  and  Families'  strategic  goal  to  build  healthy, 
safe  and  supportive  communities  and  tribes,  the  Low  Income  Home  Energy  Assistance  Program 
(LIHEAP)  provides  assistance  to  low  income  households  in  meeting  the  costs  of  home  energy 
heating  and  cooling  their  homes. 

Approximately  24  percent  of  LIHEAP  recipients  are  "working  poor"  households  that  do  not 
receive  any  other  public  assistance  through  TANF,  food  stamps,  SSI,  or  subsidized  housing. 
Approximately  35  percent  of  LIHEAP  recipients  are  elderly  households.  LIHEAP  funds  are  not 
intended  to  meet  the  entire  home  energy  costs  of  low-income  households.  Rather,  LIHEAP 
funds  are  intended  to  supplement  other  available  Federal  assistance  as  well  as  the  households' 
own  resources  and  State  resources. 

Legislation  enacted  in  1994  made  it  easier  for  States  to  use  LIHEAP  funds  more  effectively  to 
target  assistance  to  households  with  high  energy  burdens  or  need  and  authorized  States  to  use  a 
portion  of  their  funds  to  assist  households  in  reducing  their  need  for  home  energy.  Through  a 
collaborative  process  to  develop  performance  objectives  and  measures,  States  increasingly  are 
targeting  resources  more  effectively. 
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A  leveraging  incentive  fund  has  been  successful  in  encouraging  States  to  develop  increased  non- 
Federal  energy  assistance  resources  to  he  used  in  conjunction  with  LIHEAP  funds.  Beginning  in 
FY  1 996,  a  new  Residential  Energy  Assistance  Challenge  Grant  program  (REACH)  became  a 
component  of  the  leveraging  incentive  fund.  It  assists  a  limited  number  of  LIHEAP  grantees  in 
developing  and  operating  programs  to  help  LIHEAP-eligible  households  reduce  their  energy 
vulnerability. 

The  COATS  Human  Services  Reauthorization  Act  of  1998  {Public  Law  105-285)  reauthorized 
this  program  for  FY  2000  through  FY  2004,  at  a  level  of  "such  sums"  for  FY  2000  and  FY  2001, 
and  at  $2  billion  for  FY  2002  through  FY  2004.  This  legislation  increased  the  allowable  set- 
aside  for  training  and  technical  assistance  from  $250,000  to  $300,000,  extended  on  a  permanent 
basis  the  authority  to  set  aside  up  to  25  percent  of  the  funds  earmarked  for  leveraging  incentive 
award  program,  and  directed  the  Comptroller  General  to  conduct  an  evaluation  of  the  REACH 
program. 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM 


Authorizing  Legislation  -  Section  2602(b)  of  the  Low  Income  Home  Energy  Assistance  Act  of 
1981,  as  amended,  P.L.97-35. 


2003 

Increase 

2002 

President's 

2004 

or 

Enacted 

Budget 

Estimate 

Decrease 

$1,700,000,000 

$1,400,000,000 

$1,700,000,000 

+$300,000,000 

2004  Authorization..  ..$2,000,000,000. 


Purpose  and  Method  of  Operation 

The  Low  Income  Home  Energy  Assistance  Program  provides  home  energy  assistance  to  low- 
income  households  through  payments  to  eligible  households  and  to  energy  suppliers.  Funds  are 
provided  through  block  grants  to  States,  Indian  tribes  and  tribal  organizations,  Puerto  Rico  and 
four  other  territories  for  their  use  in  programs  tailored  to  meet  the  unique  requirements  of  then- 
jurisdictions.  This  program  assists  eligible  households  in  meeting  the  costs  of  home  energy, 
defined  by  the  statute  to  include  sources  of  residential  heating  and  cooling. 

The  statute  allows  States  to  make  payments  to,  or  on  behalf  of,  eligible  households  meeting  one  of 
the  following  criteria; 

•    Receipt  of  assistance  under  Title  IV-A  of  the  Social  Security  Act,  Supplemental  Security 
Income  payments,  Food  Stamps,  or  certain  needs-based  veterans  benefits;  or 

■    Household  total  income  does  not  exceed  the  higher  of  1 50  percent  of  the  poverty  level  or  60 
percent  of  the  State  median  income  level.  States  may  establish  lower  income  eligibility 
criteria,  but  they  may  not  exclude  households  with  incomes  below  1 10  percent  of  the  poverty 
level  solely  on  the  basis  of  income. 

States  may  give  priority  to  households  with  the  highest  home  energy  costs  or  need  in  relation  to 
income.  States  are  allowed  flexibility  in  determining  payment  levels  and  types  of  payments, 
including  unrestricted  cash  payments,  payments  to  vendors  on  behalf  of  eligible  households,  or 
energy  vouchers.  Generally  States  elect  to  provide  benefits  in  the  form  of  payments  to  vendors  on 
behalf  of  recipient  households. 

Up  to  ten  percent  of  the  funds  payable  to  a  State  may  be  used  to  pay  planning  and  administrative 
costs.  A  grantee  may  hold  up  to  ten  percent  of  the  funds  payable  to  it  for  obligation  in  the 
subsequent  year. 

Beginning  in  FY  1 992,  a  portion  of  the  appropriation  may  be  made  available  to  reward  those 
grantees  that  leverage  their  Federal  LIHEAP  dollars  so  that  they  cover  more  services  or  benefits. 
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Funding  for  the  Low  Income  Home  Energy  Assistance  Program  during  the  last  five  years, 
exclusive  of  contingency  funds,  has  been  as  follows: 


Rationale  for  the  Budget  Request 

In  order  to  continue  to  provide  home  energy  assistance,  $1,700,000,000  is  requested  for  FY  2004, 
an  increase  of  $300,000,000  over  the  FY  2003  President's  Budget.  This  increase  will  enable  states 
to  meet  energy  emergencies  due  to  extremes  in  temperature,  either  during  severe  cold  weather  in 
the  winter  or  sustained  heat  waves  in  the  summer.  This  request  will  help  enable  states  to  meet  the 
increasing  demands  for  LIHEAP  assistance,  ensure  that  low  income  households  are  not  without 
heating  or  cooling,  and  provide  protection  to  our  most  vulnerable  populations,  the  elderly, 
households  with  small  children  and  persons  with  disabilities. 
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2002  (regular  appropriation) 

2003  (regular  appropriation) 


1999  (advance  appropriation  in  FY  1998) 

2000  (advance  appropriation  in  FY  1999) 

2001  (advance  appropriation  in  FY  2000) 
200T(regular  appropriation)   


$1,000,000,000 
$1,100,000,000 
$1,100,000,000 
$300,000,000 
$1,700,000,000 
$1,400,000,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


PROGRAM:  Low  Income  Home  Energy  Assistance  Program-Block  Grants  (CFDA  #  93.568) 


FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

$14,284,628 

$11,719,518 

$14,281,721 

$2,562,203 

Alaska 

6,373,367 

6,454,070 

7,865,105 

1,411,035 

Arizona 

6,378,521 

5,236,542 

6.381,392 

1,144,850 

Arkansas 

10,959,034 

8,992,936 

10,959,034 

1,966,098 

California 

76,505,203 

62,771,378 

76,494,897 

13,723,519 

Colorado  26,839,585  22,019,960  26,839,584  4,819.624 

Connecticut  35.045,798  28,758,429  35,045,798  6,287,369 

Delaware  4,651,655  3,817,128  4,651.655  834,527 

District  of  Columbia  5,442,670  4,466,231  5,442,670  976,439 

Florida  22,716,478  18,643,487  22,719,457  4,075,970 


Georgia 

17,967,820 

14,744,314 

17,967,820 

3,223,506 

Hawaii 

1,809,458 

1,484,834 

1,809,458 

324,624 

Idaho 

10,307,123 

8,457,980 

10,307,123 

1,849,143 

Illinois 

97,000,718 

79,598,364 

97,000,718 

17,402354 

Indiana 

43,909,300 

36,033,239 

43,912,536 

7,879,297 

Iowa 

31,126,126 

25,541,963 

31.126,126 

5,584,163 

Kansas 

14,282,663 

11,718,165 

14,282,663 

2,564,498 

Kentucky 

22,855,403 

18,755,044 

22.855,403 

4,100,359 

Louisiana 

14.683.141 

12,048,921 

14,683,141 

2,634,220 

Maine 

21,874,256 

17,949,919 

21,874,256 

3,924,337 

Maryland 

26,834,125 

22,019,965 

26,834,125 

4,814,160 

Massachusetts 

70,075,161 

57,503,370 

70.075,161 

12,571,791 

Michigan 

91,680,099 

75,223,552 

91,669,453 

16,445,901 

Minnesota 

66,348,286 

54,445,113 

66,348,286 

11,903,173 

Mississippi 

12,292,778 

10,087,400 

12,292,778 

2,205,378 

Missouri 

38,745,874 

31.794,695 

38,745,874 

6,951,179 

Montana 

10,430,204 

8,558,981 

10,430,204 

1,87 1,223 

Nebraska 

15,389,463 

12,627,881 

15,389,463 

2,761.582 

Nevada 

3.262.202 

2,676.949 

3,262,202 

585,253 

New  Hampshire 

13,269,106 

10,888,570 

13,269,106 

2,380,536 

New  Jersey  64,917,211  53.270,779  64,917,211  11,646,432 

New  Mexico  8,043.979  6,600,853  8,043,979  1,443,126 

New  York  212,125.965  174.069,875  212,172,245  38,102,370 

North  Carolina  31,159.322  25,569,204  31,159,322  5,590,118 

North  Dakota  10.921,884  8,838,640  10,771,006  1,932.366 
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FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


85,811,633 
11,998,086 
20,712,188 
114,141,586 
11,506,691 


70,416.650 
9,917,026 
16,954,176 
93,664,086 
9,442,339 


85,811,633 
12,088,607 
20,663,440 
114,141,586 
11,506,691 


15,394,983 
2,171,581 
3,709,264 

20,477.500 
2,064,352 


South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 


11,406,510 
8,916,026 
23,152,034 
37,807,287 
12,241,787 


9,360,132 
7,316,453 
18,998,458 
31,024,494 
10,032,234 


11,406,510 
8,916,026 
23,152,034 
37,807,287 
12,251,787 


2,046,378 
1,599,573 
4,153,576 
6,782,793 
2,219,553 


Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 


9,945,667 
32,686,964 
32,886,631 
15,125,156 
59,722,984 

4.998.337 


8,161,371 
26,822,780 
26,963,492 
12,411,637 
49,008,419 


9,945,667 
32,686,964 
32,858,445 
15,125,156 
59,722,984 

4.925.361 


1,784,296 
5,864,184 
5,894,953 
2,713,519 
10,714,565 


Subtotal 

1,653368,173 

1,357,923,722 

1,654,891,150 

296,967,428 

Tribes 

16,367.200 

12,417,935 

15,044,223 

2,626,288 

American  Samoa 

37,463 

30,741 

37,463 

6,722 

Guam 

82,135 

67,399 

82,135 

14,736 

Northern  Mariana  Islands 

28,528 

23,409 

28,528 

5,119 

Puerto  Rico 

2,038,833 

1,673,062 

2,038,833 

365,771 

Virgin  Islands 

77.668 

63.732 

77,668 

13.936 

Subtotal 

18,631,827 

14,276,278 

17308,850 

3,032372 

Total  States/Territories 

1,672,200,000 

1,372,200,000 

1,672,200,000 

300,000,000 

Discretionary  Funds 

27,500,000 

27,500,000 

27,500,000 

0 

Technical  Assistance 

300.000 

300.000 

300.000 

o 

Subtotal  adjustments 

27,800,000 

27,800,000 

27,800,000 

0 

TOTAL  RESOURCES 

$1,700,000,000 

$1,400,000,000 

$1,700,000,000 

so 
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LOW  INCOME  HOME  ENERGY  ASSISTANCE  CONTINGENCY  FUND 


Authorizing  Legislation  ~  Section  2602(e)  and  2604(g)  of  the  Low  Income  Home  Energy 
Assistance  Act  of  1 981,  as  amended. 


2002 
Enacted 

2003 
President's 
Budget 

2004 
Estimate 

Increase 
or 

Decrease 

Appropriation 

$300,000,000 

$300,000,000 

$300,000,000 

$0 

Contingency  Funds  Released 

100,000,000 

200,000,000 

NA 

NA 

Contingency  Funds  Available 

[$300,000,000^ 

[$100,000,000]' 

[$100,000,000]' 

$0 

2  J04  Authorization. .  ..$600,000,000. 


Purpose  and  Method  of  Operation 

Consistent  with  the  ACF  goal  to  target  energy  assistance,  this  program  is  designed  to  provide 
additional  funds  to  States  that  are  adversely  affected  by  extreme  heat  or  cold,  or  other  causes  of 
energy-related  emergencies.  The  1 994  amendments  to  the  authorizing  statute  added  language  to 
provide  a  permanent  authorization  for  the  emergency  fund  and  to  permit  targeting  of  grants  to  meet 
emergency  needs.  In  FY  1995  through  FY  2002,  contingency  funds  have  been  requested,  and  at 
least  a  portion  has  been  released  each  year. 

Funding  for  the  Low  Income  Home  Energy  Assistance  Contingency  Fund  during  the  last  five  years 


has  been  as  follows: 

1999   ($300,000,000) 

1999  funds  distributed   $175,298,765 

2000    ($900,000,000) 

2000  funds  distributed   $744,350,000 

2001    ($755,650,000)2 

2001  funds  distributed   $455,650,000 

2002    ($300,000,000) 

2002  funds  available  to  be  distributed   ($500,000,000) 

2002  funds  distributed   $100,000,000 

2003    ($300,000,000) 

2003  funds  available  to  be  distributed   ($400,000,000) 

2003  funds  distributed   $200,000,000 


1  $300,000,000  was  made  available  in  a  supplemental  in  FY  2001,  to  remain  available  until  expended.  S200M  was 
released  in  January,  2003  due  to  higher  than  normal  energy  prices,  especially  home  heating  oil. 

2  Of  this  amount,  $300,000,000  was  made  available  in  a  supplemental,  to  remain  available  until  expended.  A 
balance  of  $1 55,650,000  was  earned  over  into  FY  2001 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Contingency  Fund  is  $300,000,000,  the  same  as  the  FY  2003 
President's  Budget.  In  addition,  of  the  $300,000,000  appropriated  in  a  supplemental  in  FY  2001, 
$100,000,000  remains  available  for  use  in  FY  2003.  Because  it  is  not  possible  to  predict  natural 
disasters  of  areas  of  the  country  which  might  sustain  periods  of  unusual  heat  or  cold,  $300,000,000 
is  requested  for  contingencies.  Any  unexpended  contingency  funds  in  FY  2003  will  remain 
available  in  FY  2004. 
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Resource  and  Program  Data 
Low  Income  Home  Energy  Assistance  Program 


2002 

L I U  <1  J 

2003 
President's 

1 

2004 

Resource  Data: 

Service  Grants: 
Formula 
Leveraging 
REACH 

Contingency  Funds 
Contingency  Funds  Released 
Contingency  Funds  Available  from 
Prior  Years 
Research/Evaluati  on 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support2 
Total,  Resources 
Program  Data: 

ci  A79  900  000 

Ci  -179  900  000 

9.1  679  900  000 

?o  69f  nno 

90  f»95  000 

?n  *v?5  nnn 

6  875  000 

6  875  000 

6  875  000 

noo  ofto  0001 

-500  000  000 

300  OOO  OOO 

1  00  000  000 

F900  OOO  0001 

NA 

nnn  nno  nnm1 

r  1  nn  nnn  nnm 

n  00  oon  nnm 

215  594 

988  000 

988  nno 

OH,H\JvJ 

1  9  OOO 

19  nnn 

Ci  800  000  000 

Ci  700  OOO  000 

C9  000  000  000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

361 

281 

981 

350 

970 

970 

C1  7QQ          1  71 

CI  1QQ  435  1713 

CI  3QQ  A"*$  171  3 

11 

ll 

11 

$264,829 

$264,829 

$264,829 

4 

3 

3 

$220,534 

$225,000 

$225,000 

3 

2 

2 

$68,155 

$63,000 

$63,000 

1  $300,000,000  was  made  available  in  a  supplemental  in  FY  2001,  to  remain  available  until  expended.  $200M  was 
released  in  January,  2003  due  to  higher  than  normal  energy  prices,  especially  home  heating  oil. 

2  This  includes  funding  for  information  technology  support,  grant/panel  review  and  printing  costs. 

3  Does  not  reflect  release  of  contingency  funds  since  no  decisions  have  been  made  at  this  time. 


Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


PageF-19 

Low  Income  Home  Energy  Assistance  Program 


1393 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Low  Income  Home  Energy  Assistance  Program— Contingency  Funds 
(CFDA  #93.56ff>  ,  _^  ,  


FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-2003 

Alabama 

tl  OSS  ^79 

n/a 

n/a 

Alaska 

0 

1,299,683 

n/a 

n/a 

Arizona 

1,673,521 

462,357 

n/a 

n/a 

Arkansas 

0 

793,720 

n/a 

n/a 

California 

0 

5,548.701 

n/a 

n/a 

_ 

Colorado 

n/a 

n/a 

Connecticut 

1,604,928 

6,908,830 

n/a 

n/a 

Delaware 

353,989 

867,954 

n/a 

n/a 

District  of  Columbia 

299,513 

537,929 

n/a 

n/a 

Florida 

0 

1,942,341 

n/a 

n/a 

Georgia 

0 

1,396,842 

n/a 

n/a 

Hawaii 

0 

130,604 

n/a 

n/a 

Idaho 

878,039 

985,043 

n/a 

n/a 

Illinois 

8,173,095 

7,487,253 

n/a 

n/a 

Indiana 

3,711,662 

3,960,848 

n/a 

n/a 

Iowa 

1118 669 

2,742,905 

n/a 

n/a 

Kansas 

1,008,515 

L0371998 

n/a 

n/a 

Kentucky 

3,196,722 

2,011,539 

n/a 

n/a 

Louisiana 

0 

1,071,167 

n/a 

n/a 

Maine 

0 

5,567,518 

n/a 

n/a 

xvxsu  yioiiu 

1,579,579 

3  808  774 

n/a 

n/a 

Massachusetts 

4,195,456 

12,272,222 

n/a 

n/a 

Michigan 

7,694,005 

8,362,344 

n/a 

n/a 

Minnesota 

2,257,327 

7,626,531 

n/a 

n/a 

Mississippi 

0 

901,208 

n/a 

n/a 

Missouri 

2,308,716 

2,957,449 

n/a 

n/a 

Montana 

498,675 

870,335 

n/a 

n/a 

Nebraska 

1,400,140 

1,230,905 

n/a 

n/a 

Nevada 

1,312.645 

263,451 

n/a 

n/a 

New  Hampshire 

0 

2,951,570 

n/a 

n/a 

New  Jersey 

4,786,974 

10,330,192 

n/a 

n/a 

New  Mexico 

0 

583,707 

n/a 

n/a 

New  York 

15,825,801 

36,711,213 

n/a 

n/a 

North  Carolina 

4,019,313 

4,651,264 

n/a 

n/a 

North  Dakota 

385,013 

1,270,000 

n/a 

n/a 
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FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

8,732,990 

7,797,095 

n/a 

n/a 

Oklahoma 

0 

871,518 

n/a 

n/a 

Oregon 

1,628,266 

2,021,690 

n/a 

n/a 

Pennsylvania 

7,244,772 

16,469,576 

n/a 

n/a 

Rhode  Island 

786,593 

2,046,693 

n/a 

n/a 

South  Carolina 

1,940,719 

1,367,982 

n/a 

n/a 

South  Dakota 

460,584 

989,821 

n/a 

n/a 

Tennessee 

0 

2,007,525 

n/a 

n/a 

Texas 

0 

2,735,094 

n/a 

n/a 

Utah 

935,694 

942,294 

n/a 

n/a 

Vermont 

0 

2,128,885 

n/a 

n/a 

Virginia 

A  f\^"X  flR7 

^,03  J,\JO  f 

n/a 

n/a 

Washington 

0 

3,060,200 

n/a 

n/a 

West  Virginia 

1  0 1  f»  R7£ 

1  AOO  SKA 

n/s 

n/a 

Wisconsin 

2,702,967 

6,661,621 

n/a 

n/a 

Wyoming 

327,359 

360,809 

n/a 

n/a 

Subtotal 

99,387,492 

198,121,923 

0 

0 

Tribes 

612,508 

1,715,563 

n/a 

n/a 

American  Samoa 

0 

2,688 

Guam 

q 

J,07t 

Northern  Marianas 

0 

2,047 

Puerto  Rico 

0 

146,311 

Virgin  Islands 

0 

5,574 

Subtotal 

612,508 

1,878,077 

0 

0 

Total  States/Territories 

100,000,000 

200,000,000 

0 

0 

TOTAL  RESOURCES 

$100,000,000 

$200,000,0001 

5300,000,000 

1  $300,000,000  was  made  available  in  a  supplemental  in  FY  2001 ,  to  remain  available  until  expended.  $200M  was 
released  in  January,  2003  due  to  higheT  than  normal  eDergy  prices,  especially  borne  beating  oil.  S100M  remains 
available  in  FY  2004  if  not  released  in  FY  2003.  
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Child  Care  and  Development  Block  Grant 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Payments  to  States  for  Child  Care  and  Development  Block  Grant 

For  carrying  out  sections  658A  through  658R  of  the  Omnibus  Budget  Reconciliation  Act 
of  1 98 1  (The  Child  Care  and  Development  Block  Grant  Act  of  1 990),  [$2,099,994,000] 
$2,099,729,000  shall  be  used  to  supplement,  not  supplant  state  general  revenue  funds  for  child 
care  assistance  for  low-income  families:  Provided,  That  $19,120,000  shall  be  available  for  child 
care  resource  and  referral  and  school-aged  child  care  activities,  of  which  $1 ,000,000  shall  be  for 
the  Child  Care  Aware  toll-free  hotline:  Provided farther,  That  in  addition  to  the  amounts 
required  to  be  reserved  by  the  States  under  section  658G,  5272,672,000  shall  be  reserved  by  the 
States  for  activities  authorized  under  658G  of  which  $100,000,000  shall  be  for  activities  that 
improve  the  quality  of  infant  and  toddler  care:  Provided further,  That  J$ 10,000,000]  $9,864,000 
shall  be  for  use  by  the  Secretary  for  child  care  research,  demonstration,  and  evaluation  activities. 

Departments  of  Labor,  Health  and  Human  Services,  and  Education,  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  in  the  FY 2003  President's  Budget 
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Child  Care  and  Development  Block  Grant 
Amounts  Available  for  Obligation 
2003 

2002  President's  2004 

Actual  Budget  Estimate 


Child  Care  and 

Development  Block  Grant  $2,089,994,000  $2,089,994,000  $2,089,865,000 
Research  and  Evaluation 

Fund  10,000,000  10,000,000  9,864,000 

Enacted  Rescission  -52,000 

Subtotal,  Adjusted  $2,099,942,000  $2,099,994,000  $2,099,729,000 
Appropriation 

Total  Obligations  $2,099,942,000  $2,099,994,000  $2,099,729,000 
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Child  Care  and  Development  Block  Grant 


SUMMARY  OF  CHANGES 


FY  2003  President's  Budget  Request. 
Total  estimated  budget  authority . 
(Obligations)  


$2,099,994,000 
$2,099,994,000 
$2,099,994,000 


FY  2004  Estimate 


$2,099,729,000 
$2,099,729,000 
-$265,000 
-$265,000 


(Obligations) 
Net  change... 
(Obligations) 


FY  2003  President's 
Budget  Base 


Change  from  Base 


Decreases: 
A.  Program: 

1.  Information  technology 
reduction  to  Child  Care 
Development  Block  Grant 

base  program  $2,089,994,000  -$129,000 


2.  Information  technology 
reduction  to  Research  and 
Evaluation  fund  in 

CCDBG  base  program  $10,000,000  -$136,000 

Net  Change   -$265,000 
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Child  Care  and  Development  Block  Grant 
Budget  Authority  by  Activity 


2003 

2002  President's  2004 

Actual  Budget  Estimate 

Child  Care  and 
Development  Block 

Grant  $2,089,970,000         $2,089,994,000  $2,089,865,000 

Research  and  Evaluation 

Fund  9,972,000  10,000,000  9,864,000 


Total,  BA  $2,099,942,000        $2,099,994,000  $2,099,729,000 


Budget  Authority  by  Object 

FY  2003  Increase 

President's  FY  2004  or 

Budget  Estimate  Decrease 

Advisory  and  assistance 

services  (25.1)                        $5,739,000  $5,474,000  -$265,000 

Purchase  of  goods  and 
services  from  government 

accounts  (25.3)   1,500,000               1,500,000  $0 

Grants,  subsidies  and 

contributions  (4 1.0)   2,092,755,000  2,092,755,000   $0 


Total,  BA  $2,099,994,000        $2,099,729,000  -$265,000 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Child  Care  and  Development  Block  Grant 

SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE  AND  CONFERENCE 
APPROPRIATIONS  COMMITTEE  REPORTS 


The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and  significant 
items  derived  from  Senate  Report  107-216  (Labor,  Health  and  Human  Services  and  Education 
(UHHS/E).  These  actions  discussed  below  are  contingent  on  inclusion  of  similar  language  and 
funding  in  the  final  FY  2003  appropriation  and  related  reports.  Additional  items  may  be 
transmitted  at  a  later  date  as  a  result  of  the  final  Conference  report. 

2003  Senate  Committee  Report  Language 

Item 

Before  and  after-school  set-aside  -  The  Committee  recommendation  provides  $19,120,000  for 
the  purposes  of  supporting  resource  and  referral  programs  and  before  and  afterschool  services. 
This  represents  the  Federal  commitment  to  the  activities  previously  funded  under  the  dependent 
care  block  grant.  The  Committee  further  expects  that  these  funds  will  not  supplant  current 
funding  dedicated  to  resource  and  referral  and  school  age  activities  provided  by  the  child  care 
and  development  block  grant.  The  Committee  strongly  encourages  States  to  address  the  matters 
of  before  and  afterschool  care  and  the  establishment  of  resource  and  referral  programs  with  the 
funds  provided  in  this  program. 

Action  Taken  or  to  be  Taken 

The  Child  Care  Bureau  is  mforming  State  and  Tribal  Child  Care  Lead  Agencies  of  the  before- 
and-after-school  and  resource  and  referral  earmark.  The  Bureau  is  providing  a  chart  that  lists  the 
dollar  amount  of  the  earmark  for  each  State  and  Tribe.  This  is  a  continuation  of  a  previously 
established  earmark. 
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Child  Care  and  Development  Block  Grant 
Authorizing  Legislation 


2003 
Amount 
Authorized1 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Budget 
Request 

Sections  658A 
through  658S  of 
the  Omnibus 
Budget 

Reconciliation 
Act  of  1981,  as 
added  by  P.L. 
101-508, 
amended  by 

P.L.  102-586, 
P.L  103-171 
andPX.  104- 
193. 

$2,099,994,000 

$2,099,994,000 

$2,099,994,000 

$2,099,729,000 

1  Reflects  authorization  level  for  this  program  as  proposed  in  die  President's  FY  2003  Budget  Request. 
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APPROPRIATIONS  HISTORY  TABLE 
Child  Care  and  Development  Block  Grant 


Year 

Budget 
Estimate 

a  \j      Vf  ii    ■  taa 

House 

Senate 

/\liUVT4UtC 

A  nnt*Arhf"iatifkn 
rippi  upi  lallUIl 

19941 

958,964,000 

892,711,000 

892,711,000 

892,711,000 

19952 

1,090,662,000 

934,642,000 

934,642,000 

934,642,000 

1996 

1,048,825,000 

934,642,000 

934,642,0003 

934,642,000 

1997 

1,048,825,000 

950,000,000 

956,120,000 

956,120,000 

1998 

65  672  000 

937  000  000 

961  1 20  000 

1  002  672  000 

1999 

1,182,672,000 

1,000,000,000 

1,000,000,000 

999,974,000 

2000 

1  1  «2  672  000 

1  1 82  672  000 

1  1 82  672  000 

1  1 82  672  000 

2001 

Advance 

1,182,672,000 

1,182,672,000 

1,182,672,000 

1,182,672,000 

Appropriation 

817,328,000 

400,000,000 

817,328,000 

817,196,000 

Advance  FY02 

2,000,000,000 

2,000,000,000 

0 

0 

2002 

2,199,987,000 

2,199,987,000 

2,000,000,000 

2,099,976,000 

Rescission 

-15,000 

2,042,000,000 

2003 

2,099,994,000 

2004 

2,099,729,000 

1  The  Budget  Estimate  to  Congress  included  $932,7 11, 000  for  CCDBG,  $1,372,000  for  Child  Development 
Associate  Scholarships,  $1 1,942,000  for  Temporary  Child  Care  Nurseries  and  $12,939,000  for  Dependent  Care 
Planning  and  Development  Grants. 

2  The  Budget  Estimate  to  Congress  included  $1,090,662,000  for  CCDBG  and  $0  for  Dependent  Care  Planning  and 
Development  Grants.  Both  the  House  and  Senate  allowance  included  $934,656,000  for  CCDBG,  which  was 
reduced  to  $934,642,000  pursuant  to  P  L.  103-333.  In  addition,  Congress  separately  provided  $1,360,000  for  Child 
Development  Associate  Scholarships  and  $12,823,000  for  Dependent  Care  Planning  and  Development  Grants. 

3  Senate  Committee  Mark. 
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Child  Care  and  Development  Block  Grant 


Justification 


2002 
Enacted 

2003 
President's 
Budget 

2004 
Estimate 

111  11  CdSC 

or 

Decrease 

Child  Care  and 
Development 
Block  Grant 

$2,089,970,000 

$2,089,994,000 

$2,089,865,000 

-$129,000 

Research  and 
Evaluation  Fund 

9,972,000 

10,000,000 

9,864,000 

-$136,000 

Total,  BA 

$2,099,942,000 

$2,099,994,000 

$2,099,729,000 

-$265,000 

General  Statement 

The  Child  Care  and  Development  Block  Grant  was  created  by  the  Omnibus  Budget 
Reconciliation  Act  of  1990  (OBRA  1990)  as  a  discretionary  funded  program.  The  Personal 
Responsibility  and  Work  Opportunity  Reconciliation  Act  (PRWORA)  of  1996  (P.L.  104-193)  made 
changes  to  this  program  by  combining  the  child  care  entitlement  programs  (AFDC  Child  Care, 
Transitional  Child  Care  and  At-Risk  Child  Care)  into  the  Child  Care  and  Development  Block  Grant 
(CCDBG)  Act  of  1990,  as  amended.  The  entitlement  portion  consisted  of  mandatory  and  matching 
funds  made  available  under  section  41 8  of  the  Social  Security  Act,  while  the  discretionary  funding 
was  authorized  by  the  Child  Care  and  Development  Block  Grant  Act.  The  combined  funding 
from  these  streams  was  designated  the  Child  Care  and  Development  Fund  (CCDF). 

The  Child  Care  and  Development  Block  Grant  makes  funds  available  for  child  care  services  and 
activities  to  improve  the  availability,  accessibility,  and  affordability  of  child  care.  The  program 
allows  States  maximum  flexibility  in  developing  child  care  programs  and  enables  States  to  use 
resources  most  effectively  to  meet  local  needs.  Child  care  subsidies  funded  through  the  Block 
Grant  assist  low-income  families  who  are  working  or  attending  training/education.  A  minimum  of 
four  percent  of  funds  are  set  aside  for  activities  to  provide  comprehensive  consumer  education  to 
parents  and  the  public,  activities  that  increase  parental  choice  and  activities  designed  to  improve 
the  quality  and  availability  of  child  care  (such  as  implementing  State  health  and  safety  and 
licensing  regulations  and  resource  and  referral  services).  Additional  appropriation  earmarks  also 
designate  funds  for  improving  the  quality  and  availability  of  care.  Quality  child  care  promotes 
literacy  and  prepares  children  to  succeed  in  school. 

Two  percent  of  the  funds  are  reserved  for  Indian  tribes,  and  one  half  of  one  percent  is  reserved 
for  the  Territories.  A  quarter  of  a  percent  is  reserved  for  technical  assistance.  The  FY  2004 
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request  reduces  the  amount  included  for  research  and  evaluation  to  $9,864,000,  which  will 
promote  the  generation  of  critically-needed  information  for  and  about  parents,  children,  and  the 
child  care  market. 


Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


P«geG-70 

Child  Care  and  Development  Block  Grant 


1405 


CHILD  CARE  AND  DEVELOPMENT  BLOCK  GRANT 


Authorizing  Legislation  -  Legislation  to  reauthorize  the  Child  Care  and  Development 
Block  Grant  Act  of  1990  is  pending  congressional  action. 


2003 

Increase 

2002 

President's 

2004 

or 

Actual 

Budget 

Estimate 

Decrease 

$2,089,970,000 

$2,089,994,000 

$2,089,865,000 

-$129,000 

2004  Authorization  $2,089,994,000  (reflects  authorization  level  for  this  program  as  proposed 

in  the  President's  FY  2003  Budget  Request  and  legislative  proposal  pending  congressional 
action). 


Purpose  and  Method  of  Operation 

The  Child  Care  and  Development  Block  Grant  provides  grants  to  States,  federally  recognized 
Tribes,  and  Territories  for  the  purposes  of:  providing  low-income  families  with  financial 
assistance  for  child  care;  improving  the  quality  and  availability  of  child  care;  and  establishing  or 
expanding  and  conducting  early  child  development  programs  and  before-and  after-school 
programs.  The  program  allows  States  and  communities  to  use  resources  effectively  and 
responsively  to  meet  local  needs. 

Federal  funds  enable  States,  Tribes  and  Territories  to  provide  child  care  services  through  grants, 
contracts,  and  certificates  to  low-income  families  with  a  parent  who  is  working  or  attending  a 
training  or  educational  program.  Certificates  allow  parents  to  place  their  children  in  the  care  of 
the  provider  of  their  choice,  whether  it  is  center-based  care,  a  family  home  provider,  or  relative 
care,  including  community-based  or  faith-based  child  care  programs.  This  program  is  designed 
to  help  low-income  families  succeed  at  work  and  therefore  remain  self-sufficient. 

Comparable  funding  for  the  Child  Care  and  Development  Block  Grant  program  for  the  past  five 
years,  has  been  as  follows: 


1999   $999,974,000 

2000   $1,172,672,000 

2001   $1,989,927,500 

2002   $2,089,970,000 


2003  (President's  budget  request)    $2,089,994,000 

These  child  care  funds  will: 

■    Allow  each  State  maximum  flexibility  in  developing  child  care  programs  and  policies  that  best 
suit  the  needs  of  children  and  parents  within  each  State; 
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■  Promote  parental  choice  to  empower  working  parents  to  make  their  own  decisions  on  child  care 
that  best  suits  their  family's  needs; 

•    Encourage  States  to  provide  consumer  education  information  to  help  parents  make  informed 
choices  about  child  care; 

■  Assist  States  in  providing  child  care  to  parents  trying  to  achieve  and  maintain  independence 
from  public  assistance  and  assist  other  low-income  working  parents  to  maintain  quality  child 
care  services  for  their  children;  and 

»    Assist  States  in  implementing  the  health,  safety,  licensing,  and  registration  standards  established 
in  State  regulations. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  of  52,089,865,000  -  a  $129,000  decrease  to  the  level  of  funding  provided 
in  the  President's  FY  2003  budget  request  -  will  provide  funding  to  assist  States  in  meeting  the 
critical  child  care  needs  of  families.  The  Child  Care  and  Development  Block  Grant  helps  States 
and  communities  to  build  the  supply  of  high  quality,  affordable  child  care.  The  funds  will 
continue  ACF's  commitment  to  providing  resources  that  allow  families  to  become  and  remain 
self-sufficient  and  productive  members  of  society.  These  funds  also  allow  families  to  access 
quality  child  care,  which  promotes  child  development,  literacy,  and  school  readiness.  All 
segments  of  society  —  parents,  schools,  employers,  health  providers,  faith-based  institutions  and 
other  charitable  agencies,  States  and  the  federal  government  -  must  be  involved  to  ensure  access 
to  quality  child  care. 
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Resource  and  Program  Data 
Child  Care  and  Development  Block  Grant 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$2,084,729,015 

$2,084,744,015 

$2,084,744,015 

5,240,985 

5,249,985 

5,120,985 

$2,089,970,000 

$2,089,994,000 

$2,089,865,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 

$ 

Interagency  Agreements: 
# 
$ 

319 

316 

316 

319 

316 

316 

$2,084,729,015 

$2,084,744,015 

$2,084,744,015 

4 

4 

4 

$5,240,985 

$5,249,985 

$5,120,985 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  CCDF  Discretionary  (CFDA  #  93.575) 


2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

Alaska 

Arizona 

Arkansas 

California 


$42,929,737 
4,077,745 
43,481,082 
25,553,862 

243,602,191 


$41,897,072 
4,268,512 
45,868.249 
25,040.798 

239,514,827 


$41,897,072 
4,268,512 
45,868,249 
25,040,798 

239,514,827 


$0 
0 
0 
0 
0 


Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 


23,216,949 
15,516,200 
4,425,363 
3,575,717 
105,495,897 


23,168,788 
15,111,453 
4,478,701 
3,640,004 
110,304,573 


23,168,788 
15,111,453 
4,478,701 
3,640,004 
110,304,573 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 


69549,985 
8,044,428 
11,558,158 
78,610.865 
39,634,316 


71,558,036 
8,463,788 
11,310,713 
79,574,579 
40,331,418 


71,558,036 
8,463,788 
11,310,713 
79,574,579 
40,331,418 


Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


18,910,604 
18,966,933 
37,296,800 
51,717,684 
7,952,708 


19,267,406 
20,170,628 
36,177,433 
49,481,104 
7,796,554 


19,267,406 
20,170,628 
36,177.433 
49,481,104 
7,796,554 


Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 


27,855,834 
28,623,370 
60,683,562 
27,017,650 
34,880,544 


27,990.613 
28.037,947 
60,653,416 
26.780,357 
34,048,099 


27,990,613 
28,037,947 
60,653,416 
26,780,357 
34,048,099 


Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 


38,897,572 
6,447,972 
11,693,011 
10,855,892 
5,342,257 


39,637,710 
6,218,681 
11,876,718 
11,789,090 
5,180.262 


39,637,710 
6,218,681 
11,876,718 
11,789,090 
5,180,262 


New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


39,728,574 
19,313,705 
117,149,059 
59,839,819 
4,636,540 


39,450,950 
18,911,215 
117,163,222 
62,110,482 
4,474,481 


39,450,950 
18,91 1,215 
117,163,222 
62,110,482 
4,474,481 
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STATE/TERRITORY 


2002 
Actual 


2003 
Pres.  Budget 


2004 
Estimate 


Difference 
+/-  2003 


Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


69,347,042 
32,478,555 
21,693,453 
65,737,635 
5,608,803 


69,622,853 
31,516,053 
22,353,501 
66,212,834 
5,759,819 


69,622,853 
31,516,053 
22,353,501 
66,212,834 
5,759,819 


South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 

38,362,704 
6,239,240 
44,213,390 
202,599,171 
21,355,203 

37,265,321 
6,167,081 
45,389,967 
202,216,611 
20,955,388 

37,265,321 
6,167,081 
45,389,967 
202,216,611 
20,955,388 

0 
0 
0 
0 
0 

V  CJ 11  lull  I 

Virginia 
Washington 

3  452  257 
4o!87o!368 
34,994,466 

3  381  089 
40,441,451 
34,324,150 

3  381  089 
40,441,451 
34^24,150 

0 
0 

West  Virginia 
Wisconsin 

15,110,217 
31,004,615 

14,399,584 
31,084,542 

14,399,584 
31,084,542 

0 
0 

\A/  vrtm  in  o 
vv  yyjxiiiiij^ 

3,320,644 

3,223,414 

3,223,414 

o 

Subtotal 

1,983,870,348 

1,986,061,537 

1,986,061,537 

0 

Tribes 

42,999,880 

42,999,880 

42,999,880 

0 

American  Samoa 
Guam 

Northern  Mariana 
Islands 
Puerto  Rico 

2,663,480 
4,000,757 
1,636,489 

47,373,817 

2,663,472 
4,000,745 
1,636,520 

45,182,628 

2,663,472 
4,000,745 
1,636,520 

45,182,628 

0 
0 
0 

0 

Virgin  Islands 

2,199,244 

2,199,233 

2,199,233 

0 

Subtotal 
Total  States/Territories 

100,873,667 
2,084,744,015 

98,682,478 
2,084,744,015 

98,682,478 
2,084,744,015 

0 
0 

Technical  Assistance 
Research  Set-Aside 

5,225,985 
9,972,000 

5,249,985 
10,000,000 

5,120,985 
9,864,000 

129,000 
136,000 

Subtotal 
Adjustments 

15,197,985 

15,249,985 

14,984,985 

265,000 

TOTAL  RESOURCES 

$2,099,942,000 

$2,099,994,000 

$2,099,729,000 

$265,000 

1/  In  FY  2003  and  2004  includes  $1,000,000  for  Child  Care  Aware. 
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RESEARCH  AND  EVALUATION  FUND 


Authorizing  Legislation  ~  Legislation  to  reauthorize  the  Child  Care  and  Development  Block 
Grant  Act  of  1990  is  pending  congressional  action. 


2003 

Increase 

2002 

President's 

2004 

or 

Enacted 

Budget 

Estimate 

Decrease 

$9,972,000 

$10,000,000 

$9,864,000 

-$136,000 

2004  Authorization  $10,000,000  (reflects  authorization  level  for  this  program  as  proposed  in 

the  President's  FY  2003  Budget  Request  and  legislative  proposal  pending  congressional  action). 


Purpose  and  Method  of  Operation 

In  accordance  with  ACF's  goal  of  ensuring  healthy,  safe  and  affordable  child  care  for  America's 
working  families,  this  program  will  support  research,  demonstration,  and  evaluation  activities 
designed  to  provide  a  sound  basis  for  policy  development,  consumer  education,  and  innovation 
toward  improved  child  care  services  and  systems  for  the  21st  century. 

Rationale  for  the  Budget  Request 

For  FY  2004  the  request  level  of  $9,864,000  is  a  $136,000  reduction  to  the  level  of  funding 
provided  in  the  President's  FY  2003  budget  request.  These  funds  will  continue  to  support 
research,  demonstration,  and  evaluation  activities. 

The  appropriation  for  FY  2000  and  the  succeeding  fiscal  years  provided  the  first  source  of 
funding  in  CCDF  specifically  for  child  care  research.  The  appropriation  requested  for  FY  2004 
will  continue  to  promote  the  generation  of  critically  needed  information  about  parents,  children, 
and  the  child  care  market.  This  includes  information  such  as  the  factors  influencing  parental 
choice;  the  cost,  quality,  and  availability  of  child  care  in  low-income  communities;  how  work 
family  and  child  care  trends  are  changing;  and  the  effects  of  policy  alternatives. 

Increasing  our  knowledge  of  what  child  care  services  and  systems  work  best  and  disseminating 
that  knowledge  throughout  the  country  are  important  steps  in  improving  the  quality  of  care 
provided  to  our  children.  Research  and  evaluation  will  provide  information  and  data  for  policy 
makers  to  make  decisions  about  how  best  to  use  resources  and  develop  innovative  child  care 
strategies.  In  consultation  with  researchers,  policy  makers  and  practitioners,  ACF  developed  a 
comprehensive  research  agenda  to  develop  the  capacity  to  support  ongoing  and  future  child  care 
research  while  at  the  same  time  answering  key  questions  for  child  care  policy,  planning,  and 
program  administration. 
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Resource  and  Program  Data 
Research  and  Evaluation  Fund 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 

$6,872,000 

$6,875,000 

$7,229,000 

3,100,000 

3,125,000 

2,635,000 

Program  Support 
Total,  Resources 

$9,972,000 

$10,000,000 

$9,864,000 

Program  Data: 

Number  of  Grants 
New  Starts: 
# 
$ 

43 

34 

34 

13 

9 

9 

$3,000,000 

$1,500,000 

$1,600,000 

Continuations: 
# 
$ 

32 

25 

25 

$5,460,000 

$5,000,000 

$5,000,000 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 

3 

3 

3 

$1,512,000 

$3,500,000 

$2,864,000 

2 

$ 

$400,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Children  and  Families  Services  Programs 

FY  2004  Budget  Page 

Appropriation  Language  and  Explanation  of  Language  Changes   H-3 

Amounts  Available  for  Obligation   H-5 

Summary  of  Changes   H-6 

Budget  Authority  by  Activity   H-8 

Budget  Authority  by  Obj  ect   H-l  1 

Salaries  and  Expenses   H-l  3 

Significant  Items  in  House,  Senate  and  Conference  Appropriations  Committee  Reports  H-l  4 

Authorizing  Legislation   H-23 

Appropriations  History  Table   H-3 1 

Justification: 

General  Statement   H-32 

Head  Start   H-34 

Early  Learning  Opportunities  Act  Program   H-43 

Consolidated  Runaway  and  Homeless  Youth  Program   H-45 

Education  and  Prevention  Grants  to  Reduce  Sexual  Abuse  of  Runaway,  Homeless 

and  Street  Youth   H-53 

Child  Abuse  Programs 

Child  Abuse  State  Grants   H-56 

Child  Abuse  Discretionary  Activities   H-61 

Community-Based  Family  Resource  and  Support  Grants   H-64 

Child  Welfare  Programs 

Child  Welfare  Services   H-69 

Child  Welfare  Training   H-74 

Adoption  Opportunities   H-76 

Abandoned  Infants  Assistance  Program   H-79 

Adoption  Incentives   H-82 

Children's  Health  Act  Programs 

Infant  Adoption  Awareness  Program   H-87 

Special  Needs  Adoption  Awareness  Campaign   H-89 

Developmental  Disabilities  Programs 

State  Councils   H-92 

Protection  and  Advocacy   H-97 

Projects  of  National  Significance   H-l  01 

University  Centers  for  Excellence   H-l  04 

Native  American  Programs   H-107 
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Social  Services  Research  and  Demonstration   H-l  1 1 

Compassion  Capital  Fund   H-l  1 6 

Promotion  and  Support  of  Responsible  Fatherhood  and  Healthy  Marriage   H-l  1 8 

Community  Services  Programs 

Community  Services  Block  Grant   H-l 21 

Community  Services  Discretionary  Activities  „   H-126 

Community  Economic  Development   H- 1 28 

Rural  Community  Facilities   H-l 29 

Job  Opportunities  for  Low- Income  Individuals   H-l  30 

National  Youth  Sports   H- 1 32 

Community  Food  and  Nutrition   H- 1 34 

Individual  Development  Accounts   H-l 39 

Violent  Crime  Reduction  Programs: 

Family  Violence  Prevention  and  Services/Battered  Women's  Shelters   H-l 42 

Domestic  Violence  Hotline   H- 1 48 

Federal  Administration..."   H-151 

Detail  of  Full-Time  Equivalent  Employment   H-l  54 

Detail  of  Positions   H-l  55 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 

For  carrying  out,  except  as  otherwise  provided,  the  Runaway  and  Homeless  Youth  Act, 
the  Developmental  Disabilities  Assistance  and  Bill  of  Rights  Act,  the  Head  Start  Act,  the  Child 
Abuse  Prevention  and  Treatment  Act,  sections  310  and  316  of  the  Family  Violence  Prevention 
and  Services  Act,  as  amended,  the  Native  American  Programs  Act  of  1974,  title  II  of  Public  Law 
95-266  (adoption  opportunities),  the  Adoption  and  Safe  Families  Act  of  1997  (Public  Law  105- 
89),  sections  1201  and  121 1  of  the  Children's  Health  Act  of  2000,  the  Abandoned  Infants 
Assistance  Act  of  1988,  [the  Early  Learning  Opportunities  Act,]  sections  413,  429A,  1110  and 
1115  of  the  Social  Security  Act,  and  sections  40155, 4021 1,  and  40241  of  Public  Law  103-322; 
for  making  payments  under  the  Community  Services  Block  Grant  Act,  section  473 A  of  the 
Social  Security  Act,  and  title  IV  of  Public  Law  1 05-285,  and  for  necessary  administrative 
expenses  to  carry  out  said  Acts  and  titles  I,  IV,  X,  XI,  XTV,  XVI,  and  XX  of  the  Social  Security 
Act,  the  Act  of  July  5,  1960  (24  U.S.C.  ch.  9),  the  Omnibus  Budget  Reconciliation  Act  of  1981, 
title  IV  of  the  Immigration  and  Nationality  Act,  section  501  of  the  Refugee  Education  Assistance 
Act  of  1980,  section  5  of  the  Torture  Victims  Relief  Act  of  1998  (Public  Law  105-320J,  sections 
40155, 4021 1,  and  40241  of  Public  Law  103-322,  [sections  310  and  316  of  the  Family  Violence 
Prevention  and  Services  Act,  as  amended]  and  section  126  and  titles  IV  and  V  of  Public  Law 
100-485,  [$8,478,632,000]  $8,547,382,000  of  which  $43,000,000,  to  remain  available  until 
September  30,  [2004]  2005,  shall  be  for  grants  to  States  for  adoption  incentive  payments,  as 
authorized  by  section  473A  of  title  IV  of  the  Social  Security  Act  (42  U.S.C.  670-679)  and  may 
be  made  for  adoptions  completed  [in  fiscal  years  2001  and  2002]  before  September  30,  2004;  of 
which  [$640,325,000]  $552,3 J 2,000  shall  be  for  making  payments  under  the  Community 
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Services  Block  Grant  Act;  and  of  which  I$6,667,533,000]  $6,815,570,000  shall  be  for  making 
payments  under  the  Head  Start  Act,  of  which  $1,400,000,000  shall  become  available  October  1, 
12003]  2004  and  remain  available  through  September  30,  [2004]  2005:  Provided  ,  That  to  the 
extent  Community  Services  Block  Grant  funds  are  distributed  as  grant  funds  by  a  State  to  an 
eligible  entity  as  provided  under  the  Act,  and  have  not  been  expended  by  such  entity,  they  shall 
remain  with  such  entity  for  carryover  into  the  next  fiscal  year  for  expenditure  by  such  entity 
consistent  with  program  purposes:  [Provided  further,  That  88,133,000  shall  be  for  the  activities 
authorized  the  Runaway  and  Homeless  Youth  Act,  of  which  $39,739,900  is  for  the  transitional 
living  program.]  Provided  further  Thai  all  eligible  entities  currently  in  good  standing  in  the 
Community  Services  Block  Grant  program  shall  receive  an  increase  in  funding  proportionate  to 
the  increase  provided  in  this  Act  for  the  Community  Service  Block  Grant:  Provided  further,  That 
$100,000,000  is  for  a  compassion  capital  fund  to  provide  grants  to  charitable  organizations  to 
emulate  model  social  service  programs  and  to  encourage  research  on  the  best  practices  of  social 
service  organizations:  Provided  further,  That  the  Secretary  shall  establish  procedures  regarding 
the  disposition  of  intangible  property  which  permits  grant  funds,  or  intangible  assets  acquired 
with  funds  authorized  under  section  680  of  the  Community  Services  Block  Grant  Act,  as 
amended,  to  become  the  sole  property  of  such  grantees  after  a  period  of  not  more  than  12  years 
after  the  end  of  the  grant  for  purposes  and  uses  consistent  with  the  original  grant:  Provided 
further,  That  funds  appropriated  for  section  680  (a)(2)  of  the  Community  Services  Block  Grant 
Act,  as  amended,  shall  be  available  for  financing  construction  and  rehabilitation  and  loans  or 
investments  in  private  business  enterprises  owned  by  community  development  corporations. 

Departments  of  Labor,  Health  and  Human  Services,  Education  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  in  the  FY  2003  President 's  Budget 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 

Amounts  Available  for  Obligation1 


2003 

2002                 President's  2004 

Enacted                 Budget  Estimate 

Appropriation: 

Annual                                $8,429,183,000         $8,509,454,000  $8,5  77,382,00a2 

Advance  funding  of  Head 
Start  included  in  annual 

appropriation   [1,400,000,000]        [1,400,000,000]  [1,400,000,000] 

Enacted  rescission   -2,327,000  0  0 

Subtotal,  Adjusted 

Appropriation   $8,426,856,000        $8,509,454,000  $8,577,382,000 

Unobligated  balance 

expiring   0  0  0 

Unobligated  balances 

available   0  0  0 


Total,  obligations  $8,426,856,000        $8,509,454,000  $8,577382,000 


1  Excludes  the  following  amounts  for  reimbursements:  FY  2002  $14,461,000,  FY  2003  $14,461,000,  FY  2004 
$14,461,000. 

2  This  amount  differs  from  the  amount  shown  in  the  appropriation  language  because  this  amount  includes  legislative 
proposals  supporting  (1)  a  request  of  $20,000,000  for  the  Promotion  and  Support  of  Responsible  Fatherhood  and 
Healthy  Marriage  Act;  and  (2)  $10,000,000  for  Maternity  Group  Homes. 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 

SUMMARY  OF  CHANGES 


FY  2003  President's  Budget  Request 

Total  estimated  budget  authority   $8,509,454,000 

FY  2004  Estimate    $8.577382.000 

Net  change   +$67,928,000 


2003  President's 
Budget  Base  Change  from  Base 

Budget  Budget 


(FTE)      Authority       (FTE)  Authority 

Increases: 

A.  Built-in: 

1)  Increase  in  personnel  compensation 
and  related  benefit  costs  associated 
with  January  2004  civilian  pay  raise, 
annualization  of  FY  2003  pay  raise, 
within  grade  increase,  and  one  day 


extra  pay  in  FY  2004   +$6,028,000 

2)  To  provide  for  inflationary  cost 

increase   +$381,000 

Subtotal,  Built-in  Increases  $8,509,454,000  +$6,409,000 
B.  Program: 

1)  Head  Start  base  program  increase...  +$148,037,000 

2)  Domestic  Violence  Hotline  program 

increase   +$843,000 

3)  Increased  funding  for  effort  to 
identify  and  reduce  erroneous 
payments  

+$5,000,000 

4)  Increased  cost  of  implementing 
Unified  Financial  Management 

System   +$1,000,000 
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2003  President's 

Budget  Base  Change  from  Base 
Budget  Budget 

(PTE)  Authority       (PTE)  Authority 

Subtotal,  Program  Increases  +$154,880,000 

Total  Increases  +$161,289,000 
Decreases: 

A.  Built-in: 

1)  Reduction  resulting  from  "right- 
sizing"                                       1,512  -40  -$4,141,000 

2)  Reduction  in  level  of  information 

technology  support   -$ 1 ,402,000 

Subtotal,  Built-in  Decreases  -40  -$5,543,000 

B.  Program 

1)  Reduction  in  Community  Services 

Block  Grant  Program   -$75,000,000 

2)  Reduction  in  Rural  Community 

Facilities  Program   -$6,161,000 

3)  Reduction  in  Community  Food  and 

Nutrition  Program   -$6,657,000 

Subtotal,  Program  Decreases  -$87,8 1 8,000 

Total  Decreases  -$93,361,000 

Net  Change   -40  +S67.928.000 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 

Budget  Authority  by  Activity 

(Dollars  in  thousands) 

2003 

2002  President's  2004 

Enacted  Budget  Estimate 

PTE      Amount       FTE       Amount      FTE  Amount 


Head  Start 

$6,536,977 

$6,667,533 

$6,815,570 

Early  Learning 
Opportunities  Act  Program 

24,997 

0 

0 

Consolidated  Runaway  and 
Homeless  Youth  Program 

88,024 

88,133 

88,043 

Maternity  Group  Homes 

0 

1 0,000 

10,000 

Education  and  Prevention 
Grants  to  Prevent  Sexual 
Abuse  of  Runaway, 
Homeless  and  Street  Youth 

14,999 

14,999 

14,999 

Child  Abuse  State  Grants 

22,013 

22,013 

Child  Abuse  Discretionary 
Activities 

26,081 

26,351 

26,301 

Community-Based  Family 
Resource  and  Support 
Grants 

33,412 

33,417 

33,403 

Child  Welfare  Services 

291,986 

291,986 

291,986 

Child  Welfare  Training 

7,487 

7,498 

7,470 

Adoption  Opportunities 

27,335 

27,405 

27,343 

Abandoned  Infants 
Assistance  Program 

12,194 

12,205 

12,086 

Adoption  Incentives 

43,000 

43,000 

43,000 
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2003 

2002  President's  2004 

Enacted  Budget  Estimate 

PTE      Amount       FTE       Amount  FTE  Amount 


Children's  Health  Act 
Programs 


12,906 


12,906 


12,906 


Developmental 
Disabilities:  State 
Councils 


69,800 


69,800 


69,800 


Developmental 
Disabilities:  Protection  and 
Advocacy 


35,000 


35,000 


35,000 


Developmental 
Disabilities:  Projects  of 
National  Significance 


11,684 


11,734 


11,642 


Developmental 
Disabilities:  Centers 
For  Excellence 

Native  American  Programs 


24,000 
45,826 


24,000 
45,196 


24,000 
45,119 


Social  Services  Research 
and  Demonstration 

Compassion  Capital  Fund 


30,918 
29,949 


6,000 
100,000 


5,982 
100,000 


Promotion  and  Support  of 
Responsible  Fatherhood 
and  Healthy  Marriage 

Community  Services 
Block  Grant 


0 

649,967 


20,000 


570,000 


20,000 


494,964 


Community  Services 

Discretionary 

Activities 

National  Youth  Sports 


39,476 
17,000 


38,678 
0 


32,436 
0 


Community  Food  and 
Nutrition 


7,312 


6,657 
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2003 

2002  President's  2004 

Enacted  Budget  Estimate 

FTE      Amount       FTE       Amount      FTE  Amount 

Individual 

Development  Accounts  24,943  24,990  24,912 

Battered  Women's 
Shelters  and  Domestic 

Violence  Hotline  126,616  126,616  127,423 


Federal  Admini  stration  1 7 1 ,466 

Center  for  Faith-Based  and 

Community  Initiatives  1,497 

Total,  BA  $8,426,856 


171,837  179,584 

1,500  1,400 
$8,509,454  $8,577,382 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 

Budget  Authority  by  Object 

2003  Increase 


President's 

2004 

or 

Budget 

Estimate 

Decrease 

X  Ull    il J 1 IV  VUUi  V  OlVlH  vUll/lV y m wui 

1,512 

1,472 

-40 

Full-time  equivalent  of  overtime  and 

0 

0 

0 

IX.  J 

4-fl 

v5UO,Uj4 

Tjl  94O0 

Personnel  Compensation: 

111,733,000 

113,531,000 

0+1,798,000 

Other  than  full-time  permanent  (1 1.3)  

1,973,000 

2,002,000 

+29,000 

131,000 

1,186,000 

-105,000 

Subtotal,  Personnel  compensation  (1 1.9)... 

114,997,000 

116,719,000 

+1,722,000 

21,708,000 

22,041,000 

+333,000 

Sobtotal,  Pay  Costs  

136,705,000 

138,760,000 

+2,055,000 

Travel  and  transportation  of  persons 

(21.0)  

3,782,000 

3,832,000 

+50,000 

Transportation  of  things  (22.0)  

70,000 

71,000 

+1,000 

14,978,000 

17,449,000 

+2,471,000 

Communications,  utilities  and 

miscellaneous  (23.3)  

3,138,000 

3,187,000 

+49,000 

1,487,000 

1,491,000 

+4,000 

Other  contractual  services: 

Advisory  and  assistance  services  (25.1)... 

Other  services  (25.2)  

4,241,000 

7,377,000 

+3,136,000 

Purchases  of  goods  and  services  from 

government  accounts  (25.3)  

29,709,000 

28,953,000 

-756,000 

Operation  and  maintenance  of  facilities 

(25.4)  

1,047,000 

1,001,000 

-46,000 

Medical  care  (25.6)  

8,000 

8,000 

0 

Operation  and  maintenance  of  equipment 

(25.7)  

186,000 

1S9,000 

+3,000 

Subtotal,  Other  contractual  services   138,603,000         142,783,000  +4,180,000 
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2003  Increase 

President's  2004  or 

Budget  Estimate  Decrease 

Supplies  and  materials  (26.0)                             769,000  779,000  +10,000 

Equipment  (3 1.0)                                          629,000  538,000  -91,000 

Grants,  subsidies,  and  contributions 

(41.0)                                              8,209,292,000  8,268,491,000  +59,199,000 

Insurance  claims  and  indemnities  (42.0). . .  1,000  1,000  0_ 

Subtotal,  Non-Pay  Costs                       8,372,749,000  8,438,622,000  +65,873,000 

Total,  BA  by  Object  Class                      $8,509,454,000  $8,577,382,000  +$67,928,000 


Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


Page  H- 1 2 

Children  and  Families  Services  Programs 


1424 


ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 


Salaries  and  Expenses 

(Budget  Authority) 


2003 

Increase 

President's 

2004 

or 

Budget 

Estimate 

Decrease 

Personnel  Condensation: 

Full-time  permanent  (11.1)  

111,733,000 

113,531,000 

+1,798,000 

Other  than  full-time  permanent  (1 1 .3), 

1,973,000 

2,002,000 

+29,000 

Other  personnel  compensation  (1 1 .5)  

1,291,000 

1,186,000 

-105,000 

Subtotal,  Personnel  compensation  (1 1.9) 

1 14,997,000 

116,719,000 

+1,722,000 

21,708,000 

22,041,000 

+333,000 

Subtotal,  Pay  Costs  

136,705,000 

138,760,000 

+2,055,000 

Travel  and  transportation  of  persons  (21.0) 

3,782,000 

3,832,000 

+50,000 

70,000 

71,000 

+1,000 

Communications,  utilities  and 

miscellaneous  (23.3)  

3,138,000 

3,187,000 

+49,000 

Printing  and  reproduction  (24.0)  

1,487,000 

1,491,000 

+4'(X)0 

Other  contractual  services: 

Advisory  and  assistance  services  (25.1)... 

103,412.000 

105,255,000 

+1,843,000 

Other  services  (252).  

4,241,000 

7,377,000 

+3,136,000 

Purchases  of  goods  and  services  from 

government  accounts  (25.3)  

29,709,000 

28,953,000 

-756,000 

Operation  and  maintenance  of  facilities 

(25.4)  

1,047,000 

1,001,000 

-46,000 

Medical  care  (25.6)  

8,000 

8,000 

0 

Operation  and  maintenance  of  equipment 

(25.7)  

186,000 

189,000 

+3,000 

Subtotal,  Other  contractual  services 

138,603,000 

142,783,000 

+4,180,000 

Supplies  (26.0)  

769,000 

779,000 

+10,000 

SI  47,849,000 

$152,143,000 

+434,000 

5284,554,000 

$290,903,000 

+$6^49,000 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Children  and  Families  Services  Programs 

SIGNIFICANT  ITEMS  IN  HOUSE,  SENATE  AND  CONFERENCE 
APPROPRIATIONS  COMMITTEE  REPORTS 


The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and  significant 
items  derived  from  Senate  Report  107-216  (Labor,  Health  and  Human  Services  and  Education). 
These  actions  discussed  below  are  contingent  on  inclusion  of  similar  language  and  funding  in  the 
final  FY  2003  appropriation  and  related  reports.  Additional  items  may  be  transmitted  at  a  later 
date  as  a  result  of  the  final  Conference  report. 

2003  Senate  Committee  Report  Language 

Item 

{National  Impact  Study  of  Head  Start]  -  However,  the  Committee  is  concerned  that 
the  congressionally-mandated  National  Impact  Study  of  Head  Start  has  not  been 
completed  and  encourages  the  ACF  to  move  forward  and  complete  this  important 
study.  The  National  Impact  Study  was  mandated  by  Congress  to  be  completed  by 
2003. 

Action  Taken  or  to  be  Taken 

The  Department  will  continue  to  move  forward  to  complete  the  National  Impact 
Study  as  soon  as  possible,  consistent  with  all  the  requirements  enumerated  in  Section 
649  of  the  Head  Start  Act. 

Item 

[Early  Head  Start  programs  in  rural  areas]  —  The  Committee  is  aware  of  the  unique 
circumstances  rural  areas  face  in  designing  Early  Head  Start  programs  to  meet  the 
needs  of  families.  Rural  areas  experience  higher  costs  per  child,  either  due  to  the 
higher  cost  of  transporting  infants  and  children  to  Early  Head  Start  Centers,  or 
because  of  higher  rents  due  to  the  lack  of  adequate  and  licensable  facilities  in  rural 
areas.  In  selecting  new  grantees  under  this  program,  the  Committee  believes  the 
Department  should  give  consideration  to  applicants  serving  rural  areas  that  meet  or 
exceed  all  performance  criteria  even  though  they  may  propose  a  higher  cost  per  child 
due  to  these  factors. 

Action  Taken  or  to  be  Taken 

The  Department  will  assure  that,  should  funds  be  appropriated  which  permit  an  Early 
Head  Start  expansion,  there  will  be  an  equitable  distribution  of  these  funds  between 
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rural  and  non-rural  areas  and  will  further  assure  that  no  rural  program  or  rural  funding 
applicant  is  disqualified  from  funding  consideration  solely  because  of  cost  factors 
related  to  the  rural  nature  of  the  program. 

Item 

[Qualifications  of  Head  Start  teachers]    The  Committee  strongly  supports  the 
effort  to  strengthen  the  qualifications  of  Head  Start  teachers.  At  least  50  percent  of 
teachers  in  center-based  Head  Start  programs  must  have  an  associate,  baccalaureate, 
or  advanced  degree  in  early  childhood  education  or  a  degree  in  a  related  field,  with 
experience  in  teaching  preschool  children,  by  September  30, 2003.  The  Committee 
expects  the  Department  to  focus  staff  development  efforts  on  increasing  the 
educational  level  of  Head  Start  teachers  in  order  to  meet  this  goal. 

Action  Taken  or  to  be  Taken 

The  Department  will  continue  its  efforts,  initiated  in  FY  1999,  to  increase  the  number 
of  Head  Start  teachers  with  qualifying  degrees.  The  Department  is  pleased  to  advise 
the  Committee  that  in  FY  2002, 51  percent  of  Head  Start  teachers  had  a  qualifying 
degree,  thus  meeting  the  statutory  mandate. 

Item 

[Expansion  of  existing  preschool  programs  to  serve  infants  and  toddlers]  —  The 
Committee  encourages  the  Department  of  Health  and  Human  Services  to  support 
efforts  by  local  Head  Start  programs  to  use  grant  funds  to  deliver  quality  services  to 
the  infant  and  toddler  population  where  a  community  assessment  evidences  a  need  for 
such  services  and  the  local  program  has  the  capacity  to  meet  that  need.  The 
Committee  supports  this  expansion  in  response  to  changing  local  community  needs, 
separate  and  apart  from  the  new  grant  process  under  the  Early  Head  Start  program 
created  as  part  of  the  1994  Head  Start  reauthorization.  When  combined  with  the  new 
grant  authority  for  Early  Head  Start  which  flows  from  increased  appropriations 
annually,  expansion  of  existing  preschool  programs  to  serve  infants  and  toddlers  is 
particularly  responsive  to  research  emphasizing  the  developmental  needs  of  our 
youngest  children — needs  which  can  be  ably  addressed  through  the  Head  Start  model 
of  comprehensive  services. 

Action  Taken  or  to  be  Taken 

The  Department  is  sensitive  to  the  needs  of  infant  and  toddler  age  children  and  their 
families.  However,  the  Department  is  also  concerned  about  the  many  Head  Start 
eligible  children  of  pre-school  age  who  are  not  currently  served  by  the  program.  The 
Department,  therefore,  believes  that  the  specific  set-asides  in  the  Head  Start  Act 
regarding  Early  Head  Start  must  determine  the  level  of  services  provided  to  infant 
and  toddler  age  children. 
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Item 

[Nutritional  and  physical  activity  component  within  Head  Start]  —  Therefore,  the 
Committee  urges  the  Head  Start  Bureau  to  review  the  scope  of  good  nutrition  and 
physical  activities  which  are  presently  being  undertaken  in  response  to  the  Head  Start 
Performance  Standards,  as  well  as  the  current  knowledge  base  on  good  nutrition  and 
physical  activities  for  young  children.  Further,  the  Committee  urges  the  Head  Start 
Bureau  to  review  the  activities  presently  being  undertaken  by  local  programs  to 
promote  healthy  bodies  as  a  prerequisite  for  strong  minds  and  to  identify  best 
practices  currently  employed  by  local  programs.  As  a  follow  up,  the  Committee 
encourages  the  Head  Start  Bureau,  in  collaboration  with  the  National  Head  Start 
Association,  to  devise  a  plan  for  implementing  a  locally-determined  but  coordinated 
effort  to  achieve  the  goals  of  a  stronger,  more  vibrant  and  effective  nutritional  and 
physical  activity  component  within  Head  Start  programs.  The  Committee  expects 
that  the  Head  Start  Bureau  will  enter  into  a  cooperative  agreement  with  the  National 
Head  Start  Association  to  carry  out  these  activities. 

Action  Taken  or  to  be  Taken 

The  Department  is  committed  to  assuring  that  local  Head  Start  programs  are 
providing  appropriate  physical  activities  and  nutrition  education  to  Head  Start 
children.  The  Department  will  review  current  practices  in  this  area  and  implement 
any  necessary  changes,  working  with  other  interested  parties,  as  appropriate. 

Item 

^Personal  Responsibility  and  Work  Opportunities  Act]  —  The  Senate  is  currently 
considering  the  reauthorization  of  the  Personal  Responsibility  and  Work 
Opportunities  Act,  in  order  to  assist  individuals  to  secure  gainful  employment  and 
help  families  to  gain  self-sufficiency  in  the  new  economy.  As  a  result  of  the  1996 
enactment  of  welfare  reform,  families  previously  eligible  for  Head  Start  services 
based  on  their  low-income  status  have  found  themselves  marginally  exceeding  those 
income  limitations  and,  therefore,  losing  access  to  Head  Start  services  for  then- 
children.  The  Committee  recognizes  that  Head  Start  does  not  serve  all 
income-eligible  children  and  their  families  in  the  country.  Nonetheless,  while 
eligibility  for  other  programs  is  sensitive  to  regional  disparities  in  income,  Head  Start 
eligibility  is  not.  It  is  clear  that  an  inner-city  family's  expenses  with  respect  to  food, 
housing  and  medical  needs  are  different  from  those  of  a  rural  family,  while  a  rural 
family's  transportation  needs,  for  one,  may  well  outpace  similar  needs  for  their  urban 
neighbors.  Eligibility  requirements  should  reflect  this  difference.  Current  law  gives 
the  Secretary  of  Health  and  Human  Services  authority  to  permit  the  enrollment  of  a 
"reasonable  number"  of  over-income  families  in  Head  Start.  In  a  welfare-reformed 
era,  families  may  find  their  income  marginally  exceeding  national  poverty  guidelines, 
while  their  need  for  quality  early  childhood  programming  is  even  more  pronounced. 
The  Committee  encourages  the  Secretary  to  permit  local  programs  to  best  address 
local  community  needs  in  these  changing  times,  but  encourages  flexibility  which  does 
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not  deny  services  to  the  neediest  of  the  needy.  The  Committee  encourages  the 
Secretary  to  exercise  his  authority,  as  appropriate,  to  permit  the  enrollment  of 
over-income  children  and  their  families  in  up  to  25  percent  of  program  placements,  so 
long  as  services  are  not  denied  to  income-eligible  children  and  families  as  a  result  of 
this  flexibility. 

Action  Taken  or  to  be  Taken 

The  Department  appreciates  the  Committee's  concerns  about  providing  grantees 
increased  flexibility  in  selecting  needy  families  to  be  served  by  Head  Start.  However, 
the  Department  is  reluctant  at  this  point  in  time  to  revise  Head  Start  eligibility 
standards  given  that  there  are  many  children  eligible  for  Head  Start,  using  current 
eligibility  requirements,  that  are  not  now  being  served. 

Item 

[Migrant  Head  Start  programs)  -  The  Committee  is  aware  that  the  Department's 
"Descriptive  Study  of  Seasonal  Farmworker  Families"  published  in  September  2001 
revealed  that  just  19  percent  of  eligible  children  of  migrant  and  seasonal  farmworkers 
are  served  by  Migrant  Head  Start  programs.  The  study  also  concluded  "that  Migrant 
Head  Start  agencies  greatly  improve  the  lives  of  migrant  and  seasonal  farmworker 
families,  and  in  doing  so,  help  to  strengthen  local  agricultural  economies."  The 
Committee  urges  the  Head  Start  Bureau  to  provide  an  increase  in  funding  for  Migrant 
Head  Start  programs  proportionate  to  the  overall  increase  in  the  Head  Start 
appropriation. 

Action  Taken  or  to  be  Taken 

The  Department  will  continue  to  assure  that  Migrant  Head  Start  programs  will  receive 
their  full  and  fair  share  of  all  Head  Start  funding,  including  any  increases  that  may  be 
appropriated. 

Item 

[Pre-literacy  training  and  technical  assistance  for  Head  Start  grantees]  -  The 
Committee  encourages  the  Department  to  ensure  that  in  securing  pre-literacy  training 
and  technical  assistance  for  Head  Start  grantees,  every  reasonable  effort  is  made  to 
use  competitive  procedures  in  securing  private  sector  service  providers  to  assist  in 
completing  the  Head  Start  mission. 

Action  Taken  or  to  be  Taken 

The  Department  will  assure  that  any  future  assistance  necessary  to  provide  literacy 
training  to  Head  Start  grantees  will  be  procured  in  an  appropriate  manner. 
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Item 

[Social  competence  and  school  readiness  upon  completion  of  Head  Start  program] 
-  The  Committee  is  aware  that  the  goal  of  the  Head  Start  program  is  to  ensure  the 
social  competence  and  school  readiness  of  children  upon  completion  of  the  program. 
The  Committee  expects  the  Department  to  continue  to  promote  learning  and  brain 
development  to  accelerate  and  improve  the  cognitive  development  of  Head  Start 
children.  The  Committee  expects  the  Department  to  monitor  Head  Start  programs  to 
ensure  that  a  majority  of  children  participating  in  Head  Start  programs  meet  the 
minimum  educational  performance  measures  and  standards  upon  completion  of  the 
program  as  outlined  in  the  Head  Start  Act,  as  amended  in  1998. 

Action  Taken  or  to  be  Taken 

The  Department  will  continue  efforts  to  improve  the  cognitive  development  of  Head 
Start  children.  All  Head  Start  programs  monitored  this  year  will  be  evaluated  against 
all  relevant  statutory  arid  regulatory  requirements. 

Item 

[TCV/Head  Start  partnership]  -  The  TCU/Head  Start  partnership  has  made  a  lasting 
investment  in  our  Indian  communities  by  creating  associate  degree  programs  in  Early 
Childhood  Development  and  related  fields.  New  graduates  of  these  programs  can  help 
meet  the  Congressional  mandate  that  50  percent  of  all  program  teachers  earn  an 
Associate  Degree  in  Early  Childhood  Development  or  a  related  discipline  by  2003. 
One  clear  impediment  to  the  on-going  success  of  this  partnership  program  is  the 
decrease  in  discretionary  funding  being  targeted  for  the  TCU/Head  Start  partnership. 
The  Committee  urges  the  Head  Start  Bureau  to  direct  sufficient  funding  to  allow 
current  grantees  to  extend  their  programs  for  two  additional  years  and  to  ensure  that 
this  vital  program  can  continue  and  be  expanded  to  serve  all  tribal  college 
communities. 

Action  Taken  or  to  be  Taken 

The  Department  appreciates  the  work  done  by  Tribal  Colleges  in  training  Head  Start 
staff  and  intends  to  provide  continued  funding  for  this  effort  in  FY  2003. 

Item 

[TLP  grantees]  —  It  is  the  Committee's  expectation  that  current  and  future  TLP  grantees  will 
continue  to  provide  transitional  living  opportunities  and  supports  the  pregnant  and  parenting 
homeless  youth,  as  is  their  current  practice.  To  further  ensure  that  pregnant  and  parenting 
homeless  youth  are  able  to  access  transitional  living  opportunities  and  supports  in  their 
communities,  the  Committee  encourages  the  Secretary,  acting  through  the  network  of 
Federally-funded  runaway  and  homeless  youth  training  and  technical  assistance  providers,  to 
offer  guidance  to  grantees  and  others  on  the  programmatic  modifications  required  to  address 
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the  unique  needs  of  pregnant  and  parenting  youth  and  on  the  various  sources  of  funding 
available  for  residential  services  to  this  population. 

Action  Taken  or  to  be  Taken 

In  December,  the  annual  Training  and  Technical  Assistance  Providers  meeting  primarily 
focused  on  the  provision  of  training  and  technical  assistance  to  those  transitional  living 
programs  with  a  special  emphasis  on  serving  pregnant  and  parenting  homeless  youth. 
Sessions  included  presentations  from  experts  in  the  subject  matter  and  offered  die  training 
and  technical  assistance  providers  with  an  opportunity  to  brainstorm  on  how  best  to  deliver 
the  appropriate  training  and  support  to  the  grantees.  The  training  and  technical  assistance 
providers  are  expected  to  provide  the  Family  and  Youth  Services  Bureau  (FYSB)  with  a 
concrete  plan  for  the  delivery  of  services  to  the  grantees  serving  the  pregnant  and  parenting 
homeless  youth  population  in  the  second  quarter  of  the  fiscal  year. 

The  training  and  technical  assistance  providers  will  also  work  closely  with  the  FYSB  funded 
National  Clearinghouse  on  Families  and  Youth  to  identify  potential  funding  sources  for  those 
TUP  programs  serving  pregnant  and  parenting  homeless  youth.  This  collaboration  will  help 
to  identify  funding  at  the  Federal,  State  and  local  governmental  levels  as  well  as  through 
foundations  with  an  interest  in  funding  pregnant  and  parenting  homeless  teen  programs. 

Item 

[TLP grantees]  —  The  Committee  expects  the  Family  and  Youth  Services  Bureau  to  continue 
to  provide  the  technical  assistance  needed  to  enable  TLP  grantees  and  their  community 
partners  to  address  the  unique  needs  of  young  mothers  and  their  children,  as  well  as  helping 
interested  entities  in  identifying  sources  of  funding  currently  available  to  provide  residential 
services  to  this  population. 

Action  Taken  or  to  be  Taken 

The  training  and  technical  assistance  providers  will  work  closely  with  the  FYSB  funded 
National  Clearinghouse  on  Families  and  Youth  to  identify  potential  funding  sources  for  those 
TLP  programs  serving  young  mothers  and  their  children  as  well  as  other  interested  entities. 
This  collaboration  will  help  to  identify  potential  funding  sources  at  the  Federal,  State  and 
local  governmental  levels  as  well  as  through  foundations  with  an  interest  in  funding 
programs  serving  young  mothers  and  their  children. 

Item 

[Native  American  Languages  program]  -  The  Committee  continues  its  significant  interest 
in  the  revitalization  of  native  languages  through  education.  The  Committee  encourages  ANA 
to  allocate  additional  resources  to  support  the  Native  American  Languages  program  and 
urges  the  ANA  to  make  schools  a  part  of  this  effort,  consistent  with  the  policy  expressed  in 
the  Native  American  Languages  Act  (Page  192) 
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Action  taken  or  to  be  taken 

In  FY  2002,  ANA's  Native  Language  program  expended  $9,157,885  in  grant  awards  to 
ensure  the  survival  and  continuing  vitality  of  native  languages.  The  assistance  reflects  new 
awards  funded  at  a  total  of  $5,014,207  and  continuation  projects  at  $4,143,678. 

Item 

(Rural  Comprehensive  Community  Development  Technical  Assistance  program]  —  The 
Committee  has  provided  bill  language  that  instructs  the  Office  of  Community  Services 
(OCS)  to  work  with  statewide  associations  of  Community  Action  Agencies  and  individual 
Community  Action  Agencies  that  have  experience  in  serving  rural  populations  to  implement 
a  Rural  Comprehensive  Community  Development  Technical  Assistance  program  in  the 
States  of  West  Virginia,  Ohio,  Kentucky,  Iowa,  Michigan,  Wisconsin  and  Indiana.  The 
Committee  recognizes  that  there  is  an  established  network  serving  these  particular  States  that 
is  uniquely  qualified  to  meet  the  needs  of  rural  communities.  As  additional  funds  become 
available,  the  Office  of  Community  Services  is  urged  to  consider  the  economic  development 
technical  assistance  needs  of  rural  communities  in  other  States.  The  Committee 
recommendation  includes  $2,500,000  for  OCS  to  carry  out  this  program. 

Action  Taken  or  to  be  Taken 

The  Office  of  Community  Services  administers  programs  which  are  aimed  at  addressing  the 
economic  development  technical  assistance  needs  of  rural  communities,  including  the 
Community  Services  Block  Grant,  and  the  Department  will  comply  with  any  related 
language  in  the  enacted  appropriation. 

Item 

[Self-sufficiency  strategies]  —  The  Committee  understands  that  the  Department  of  Health 
and  Human  Services,  and  its  Office  of  Community  Services  in  particular,  could  better  use 
this  network  in  developing  future  policy  initiatives.  The  Committee  notes  that  in  a  number  of 
States,  including  Iowa  and  Pennsylvania,  CAA-mitiated  family  development  and 
self-sufficiency  programs  are  a  integral  component  of  welfare  reform  efforts.  The 
Administration  is  encouraged  to  look  for  further  nationwide  linkages  between  those 
individuals  seeking  to  leave  the  welfare  system  and  become  self-sufficient  and  the  many 
family  development  and  self-sufficiency  strategies  operated  by  Community  Action  Agencies. 

Action  Taken  or  to  be  Taken 

The  Department  is  exploring  comprehensive  human  service  delivery  strategies  —  focusing 
on  a  diverse  mix  of  community  organizations,  as  exemplified  by  State  Community  Action 
Agencies,  and  faith-based  organizations  that  understand  the  need  for  a  comprehensive 
approach  to  the  delivery  of  human  services. 
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Item 

fCSBG  funds]  —  In  addition,  the  Committee  believes  that  the  Office  of  Community  Services 
should  be  more  aggressive  in  ensuring  proper  oversight  of  some  State  CSBG  State 
expenditure  of  CSBG  allocations  that  are  intended  to  fund  local  eligible  activities.  The 
Committee  expects  the  Office  of  Community  Services  to  better  evaluate  and  enforce  each 
State's  expenditure  of  CSBG  funds.  The  Committee  is  also  concerned  that  some  State  audits 
of  the  previous  years'  expenditures  of  CSBG  funds  are  not  adequately  reviewed  and  acted 
upon. 

Action  Taken  or  to  be  Taken 

The  Office  of  Community  Services  (OCS)  conducts  investigations  on  several  States  in  each 
fiscal  year  to  evaluate  compliance  with  the  program  assurances  in  their  annual  State  plans. 
The  investigations  do  not  presently  address  the  fiscal  controls  and  fund  accountability 
systems.  OCS  will,  on  a  sample  basis,  expand  its  investigations  to  include  a  review  of  the 
State's  fiscal  control  and  fund  accounting  system  during  the  investigations.  Additionally,  we 
will  add  a  special  section  to  the  A- 133  Compliance  Audit  Guide  Supplement  to  include  an 
examination  of  the  fiscal  controls  and  fund  accounting  procedures  relating  to  disbursa!  of  the 
90  percent  allotted  to  eligible  entities  when  the  single  state  audit  is  conducted. 

Item 

[Funding  to  States}  —  The  Committee  expects  the  Office  of  Community  Services  to  release 
funding  to  the  States  in  the  most  timely  manner.  The  Cornmittee  also  expects  the  States  to 
makes  funds  available  promptly.  The  Committee  is  aware  that  the  Office  of  Community 
Services  and  some  States  have  been  extraordinarily  delinquent  in  providing  funds  to  local 
eligible  entities. 

Action  Taken  or  to  be  Taken 

The  OCS  will  work  more  diligently  with  all  parties  within  the  Department  to  ensure 
timely  availability  of  funds  to  the  States. 

Item 

[Job  Creation  Demonstration]  -  As  in  the  past,  the  Committee  expects  that  a  priority  for 
grants  under  this  program  go  to  experienced  community  development  corporations. 

ActioB  Taken  or  to  be  Taken 

OCS  reserves  the  largest  share  of  its  funding  for  experienced  Community  Development 
Corporations  (CDCs).  It  places  priority  on  using  operational  funding  for  experienced 
CDCs  in  ordeT  to  increase  the  prospects  of  success  and  to  provide  for  effective  use  of 
federal  funding.  In  addition,  OCS  has  developed  different  priority  areas  that  allow  for  less 
experienced  community  development  corporations  to  build  capacity  and  experience  by 
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entering  into  a  cooperative  agreement  and  providing  incremental  funding  for  the  project. 
This  approach  assures  that  the  corporation  garners  the  expertise  necessary  to  warrant  full 
funding  and  receives  appropriate  technical  assistance^ 

Item 

[Emergency  preparation  for  small  communities]  —  The  Committee  is  concerned  that  many 
small  and  very  small  community  water  and  wastewater  treatment  systems  might  be  most 
vulnerable  to  terrorist  attack,  yet  least  prepared  to  deal  with  the  issue.  The  Committee  urges 
OCS  to  support  a  RCAP  Small  Community  Infrastructure  Safety  and  Security  Training  and 
Technical  Assistance  project,  which  will  provide  State,  regional  and  national  infrastructure 
safety  and  security  training  workshops  and  on-site  technical  assistance  targeted  to  small  and 
very  small  community  water  and  wastewater  treatment  systems.  The  goal  of  the  project  is  to 
improve  the  capacity  of  small  systems  to  better  prepare  for  emergencies,  develop  emergency 
preparedness  training  manuals  for  small  water  systems,  identify  appropriate  technologies  to 
secure  such  systems,  and  provide  technical  assistance  to  small  communities  struggling  to 
deal  with  these  issues. 

Action  Taken  or  to  be  Taken 

Both  urban  and  suburban  low-income  communities  have  similar  issues  of  appropriate  levels 
of  preparedness  to  address  safety  of  the  physical  irifrastructure  and  readiness  of  the  residents 
to  be  a  part  of  the  solution  in  response  to  a  safety  crisis.  To  meet  the  objective  of  the 
congressional  language,  OCS  will  seek  to  fund  an  initiative  that  addresses  the  universal  need 
of  low-income  communities  to  be  better  prepared  to  respond  to  a  crisis  affecting  the  safety  of 
that  community. 

Item 

[Technical  Assistance  Centers  for  Children  and  Families  initiative]  —  In  establishing  its 
Technical  Assistance  Centers  for  Children  and  Families  initiative,  the  Committee  urges  the 
Administration  to  give  consideration  to  establishing  a  Pacific  Basin  focus  given  the  unique 
needs,  geographical  isolation,  cultural  complexities,  and  Federal  responsibilities  for  the 
residents  of  that  region. 

Action  Taken  or  to  be  Taken 

The  Department  is  sensitive  to  the  need  to  ensure  that  technical  assistance  provided  to  the 
Pacific  Basin  area  is  focused  on  enhancing  the  local  capacity  of  those  jurisdictions. 


Administration  for  Children  and  Families 

Justification  of Estimates  for  Appropriations  Committees 


PageH-22 

Children  and  Families  Services  Programs 


1434 

ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 

Authorizing  Legislation' 


2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

1. 

Head  Start 

Such  sums 

$6,667,533,000 

Such  sums*» 

$6,815,570,000 

[Section  639  of  the 
Head  Start  Act,  as 
amended] 

2, 

Head  Start 
Transition  Grants 
[Section  639b(l)] 

(Not  less  than 
the  amount 
obligated  for 
FY  1998) 

(35,000,000) 

(Not  less  than  the 
amount  obligated 
for  FY  1998) 

(35,000,000) 

3. 

Indian  and  Migrant 

(Not  less  than 

(448,454,000) 

(Not  less  than  the 

(458,321,000) 

Program  [Section 
640(aX2XA)] 

the  amount 
obligated  for 
FY  1998) 

amount  obligated 
for  FY  1998) 

4. 

Training  and 
Technical  Assistance 
[Section 
640(a)(2)(C)] 

(Not  less  than 

2%  of 
appropriation) 
S3M  to  Family 
Literacy 

fWrvt  l^cc  than  1  % 
UJL  «Jjpi  UjJliaiJvHJ j 

$3M  to  Family 
Literacy  program 

il\  1  SS  7(VYl 

program 

5. 

Collaboration  grants 

Such  sums 

(8,175,000) 

Such  sums 

(8,175,000) 

[Section  640(a)(5) 
(A)] 

6. 

Infants  and  Toddlers 
Program  [Section 
640(a)(6)] 

(10%  of 
amount 
appropriated) 

(666,753,300) 

(10%  of  amount 
appropriated) 

(681,557,000) 

Authorizations  expiring  in  FY  2003  in  this  chart  are  shown  with  an  asterisk  (*)  and  in  FY  2004  with  a  doubk 
asterisk  <**). 
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2003 

2003 

2004 

Amount 

President's 

Amount 

2004 

Authorized 

Budget 

Authorized 

Estimate 

Quality 
Improvement 
[Section  640(a)(3) 
(A)(i)] 


Head  Start 
Fellowships  [Section 
640(a)(2)(D)] 
[Section  648A(d) 
(6)] 

Head  Start  Research, 
Demonstration, 
Evaluation  [Section 
640(a)(2)(E)] 
[Section  639(b)(3)] 


10.  Impact  research  No  more  than 

[Section  639{bX2)3  5,000,000 


(25%  of 
amount 
exceeding 
previous  year's 

adjusted 
appropriation) 

1,000,000 


Such  sums 


11.  Runaway  and 
Homeless  Youth 
Program  [Section 
388(a)(1)  of  the 
Runaway  and 
Homeless  Youth 
Act,  as  amended] 


Such  sums 


0   (25%  of  amount 
exceeding 
previous  year's 
adjusted 
appropriation) 


(1,000,000) 


1,000,000 


(20,000,000)  Such  sums 


(5,000,000)     No  more  than 
5,000,000 

48,393,100      Such  sums** 


(1,000,000) 


(20,000,000) 


(5,000,000) 


61,630,000 


12.  Maternity  Group  Such  sums  10,000,000       Such  sums  10,000,000 

Homes  [Proposed 
legislation] 
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2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

13.  Runaway  and 
Homeless  Youth 
Transitional  Living 
Programs  [Section 
388(aX2)  of  the 
Runaway  and 
Homeless  Youth 
Act,  as  amended] 

(Not  less  than 
20%  of  and  not 
more  than  30% 

of  runaway 
appropriation) 

39,739,900 

Such  sums** 

26,413,000 

14.  Education  and 
Prevention  Grants 
to  Reduce  Sexual 
Abuse  of  Runaway, 
Homeless  Street 
Youth  [Section  388 
of  Part  E  of  the 
Runaway  and 
Homeless  Youth 
Act] 

Such  sums 

14,999,000 

Such  sums** 

14,999,000 

15.  Child  Abuse  State 
Grants  [Section  112 
of  the  Child  Abuse 
Prevention  and 
Treatment  Act] 

Such  sums 

22,013,000 

Such  sums 

22,013,000 

16.  Child  Abuse 
Discretionary 
Activities  [Section 
112  of  the  Child 
Abuse  Prevention 
and  Treatment  Act, 
as  amended] 

(40%  of  which 
is  available  for 
demonstrations) 

26,351,000 

Such  sums 

26,301,000 
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2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

17.  Community-Based 
Family  Resource 
and  Support  Grants 
[Section  210  of  the 
Child  Abuse 
Prevention  and 
Treatment  Act,  as 
amended] 

Such  sums 

33,417,000 

Such  sums 

33,403,000 

18.  Child  Welfare 
Services  [Section 
420  of  the  Social 
Security  Act,  as 
amended] 

325,000,000 

291,986,000 

325,000,000 

291,986,000 

19.  Child  Welfare 
Training  [Section 
426oftheSSA] 

Such  sums 

7,498,000 

Such  sums 

7,470,000 

20.  Adoption 
Opportunities 

[OCvUUiJ  £.\>J  UJL  U1C 

Child  Abuse 
Prevention  and 
Treatment  and 
Adoption  Reform 
Act] 

27,405,000 

27,405,000 

Such  sums 

27^43,000 

zi.  Aoanaonea  intanis 
Assistance  [Section 
104(aXl)ofthe 
Abandoned  Infants 
Assistance  Act,  of 
1988  as  amended] 

Such  sums 

1  ZjZUD  ,UU\J 

Such  sums 

1 1  AO/:  f\(\f\ 

iz,uoo,uuu 

22.  Adoption  Incentives 
[Section  473  A  of 
Social  Security  Act] 

20,000,000 

43,000,000 

Such  sums** 

43,000,000 
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2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

23.  Children's  Health 
Activities  [Section 
330  F  &  G  of  title  III 
of  the  Public  Health 
Service  Act] 

Such  sums 

12,906,000 

Such  sums 

12,906,000 

24.  State  Councils 
[Section  129  (b)of 
the  Developmental 
Disabilities 
Assistance  and  Bill 
of  Rights  Act,  as 
amended] 

Such  sums 

69,800,000 

Such  sums 

69,800,000 

25.  Protection  and 
Advocacy  [Section 
145  of  the 
Developmental 
Disabilities 
Assistance  and  Bill 
of  Rights  Act,  as 
amended] 

Such  sums 

35,000,000 

Such  sums 

35,000,000 

26.  Projects  of  National 
Significance 
[Section  163  of  the 
Developmental 
Disabilities 
Assistance  and  Bill 
of  Rights  Act,  as 
amended] 

UUWJ 

1 1  734  000 

*\nr*H  dune 

1 1  642  000 

27.  Centers  for 

Excellence  [Section 
156  of  the 
Developmental 
Disabilities 

Such  sums 

24,000,000 

Such  sums 

24,000,000 

Assistance  and  Bill  o 
Rights  Act,  as 
amended] 
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2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

28.  Programs  for 
Native  Americans 
[Section  816  (a)  of 
the  Native 
American  Programs 
Act  of  1974,  as 
amended] 

Such  sums* 

- 

45,196,000 

Such  sums 

45,119,000 

29.  Social  Services 
Research  and 
Demonstration 
[Section  1110  of 
the  Social  Security 
Act,  as  amended] 

Such  sums 

<c  aaa  AAA 

Such  sums 

■C  nO^  AAA 

5,982,000 

30.  Compassion  Capital 
Fund  [Section  1110 
of  the  Social 
Security  Act,  as 
amended] 

Such  sums 

100,000,000 

Such  sums 

100,000,000 

31.  Promotion  and 
Support  of 
Responsible 
Fatherhood  and 
Healthy  Marriage 
[Proposed 
legislation] 

64,000,000 

20,000,000 

Such  sums 

20,000,000 

32.  Community 
Services  Block 
Grant  [Section  674 
(a)  Community 
Services  Block 
Grant  Act,  as 
amended] 

Such  sums 

570,000,000 

Such  sums** 

494,964,000 
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2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

33.  Community  Services 

Activities  [Section 
674(b)(3)  of  the 
Community  Services 
Block  Grant  Act,  as 
amended] 

Not  more  than 
674(a) 

38,678,000 

Not  more  than 
674(a)  ** 

32,436,000 

34.  Individual 
Development 
Accounts  [Section 
41 6  of  the  Assets  for 
Independence  Act] 

25,000,000 

24,990,000 

25,000,000** 

24,912,000 

35.  Battered  Women's 
Shelters  [Section 
310  of  the  Family 
Violence  Prevention 
Act] 

Such  sums 

124,459,000 

Such  sums 

124,423,000 

36.  Domestic  Violence 
Hotline  [Section  316 
r  oi  tne  r  amiiy 
Violence  Prevention 
Act] 

Such  sums 

2,157,000 

Such  sums 

2,157,000 

37.  Federal 

Administration 

Such  sums 

173,337,000 

Such  sums 

180,984,000 

Unfunded 
Authorizations: 

1.  National  Youth 
Sports  [Section 
682(g)  of  the 
Community  Services 
Block  Grant  Act,  as 
amended] 

15,000,000 

0 

15,000,000 

0 
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2003 
Amount 
Authorized 

2003 
President's 
Budget 

2004 
Amount 
Authorized 

2004 
Estimate 

2.  Community  Food 
and  Nutrition 

Such  sums 

6,657,000 

Such  sums** 

0 

[Section  681(d)  of 
the  Community 
Services  Block 

Grant  Act,  as 
amended] 

3.  Rural  Community 
Facilities  Program 
(Section  680  of  the 
Community 
Services  Block 
Grant  Act,  as 
amended] 

Such  sums 

(6,161,000) 

Such  sums** 

0 

4.  Native  American 
Environmental 
Quality  [Section 
816(c)  of  the 
Native  American 
Programs  Act,  as 
amended] 

Such  sums 

0 

Such  sums 

0 

5.  Native  American 
Language  Grants 
[Section  81 6  (e)  oi 
Native  American 
Programs  Act,  as 
amended] 

Such  sums 

0 

Such  sums 

0 

Total  request  level 

(TO  £Art  AC  A  AAA 

»o,5Uy,454,UUU 

&O  Cn~7  AAA 

J«,577,3o2,U(X) 

Total  request  level 
against  definite 
authorizations 

$379,976,000 

$379,898,000 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Children  and  Families  Services  Programs 

APPROPRIATIONS  HISTORY  TABLE 


Year 

Budget 
Estimate 
to  Congress 

House 
Allowance 

Senate 
Allowance 

Appropriation 

1995 

C1  C  f\C  1    A*t£.  r\f\C\ 

$5,051,476,000 

$4,169,806,000 

$4,296,796,000 

$4,205,297,000 

Rescission 

1,811,757 

Supplemental 

13,000,000 

1996 

4,878,625,000 

4,862,286,000 

4,877,550,000 

4,849,730,000 

Rescission 

628,887 

1997 

5,234,257,263 

4,544,643,000 

4,560,652,000 

4,765,969,428 

Rescission 

508,000 

1998 

;  api  ono  (\r\f\ 

5,251,298,000 

A    OC£    A*>C  f\i\f\ 

4,856,435,000 

4,779,434,000 

5,363,061,000 

1999 

r   /%r\0  ftf\f\  f\/~\f\ 

5,498,900,000 

5,598,052,000 

5,611,094,000 

5,676,058,614 

2000 

5,944,100,000 

5,946,820,683 

6,113,784,000 

6,032,087,000 

ft  14.9  nnn 

2001 

6,587,953,000 

6,135,216,000 

6,684,635,000 

7,956,354,000 

Rescission 

506,000 

2002 

8,181,492,000 

8,275,442,000 

8,592,496,000 

8,429,183,000 

Rescission 

2,327,000 

2003 

8,509,454,000 

2004 

8,577,382,000 
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Justification 


2002 

2003 
President's 

2004 

Increase 
or 

Enacted 

Budget 

Estimate 

Decrease 

Budget  Authority 

$8,426,856,000 

$8,509,454,000 

$8,577,382,000 

+$67,928,000 

FTE 

1,465 

1,512 

1,472 

-40 

General  Statement 

The  FY  2004  request  for  Children  and  Families  Services  Programs  is  $8,577,382,000,  an 
increase  of  $67,928,000  over  the  2003  President's  Budget  request.  This  budget  would  support 
1 ,472  FTE  in  FY  2004, 40  FTE  below  the  FY  2003  President's  Budget  request. 

This  budget  reflects  the  Administration's  commitment  to  a  balanced  fiscal  framework  that  puts 
discretionary  spending  on  a  more  reasonable  and  sustainable  growth  path,  while  focusing  new 
resources  on  innovative  solutions  for  meeting  the  challenges  that  face  the  nation.  ACT"  continues 
to  use  strategic  management  of  human  and  real  capital  to  accomplish  the  President's 
management  priorities,  such  as  identifying  activities  and  services  that  could  more  efficiently  be 
achieved  using  outsourcing  services;  targeting  improvements  in  the  financial  management 
performance  arena,  including  participation  in  the  Department's  unified  systems  integration 
project;  and  directing  resources  to  better  manage  our  e-government  activities  and  expand  the  e- 
govemment  services  we  provide  to  our  clients. 

The  budget  continues  support  for  Presidential  initiatives  identified  in  FY  2003  and  maintains  a 
strong  commitment  to  important  ongoing  programs  to  help  improve  the  quality  of  life  of 
American's  families  and  children.  Highlights  of  our  FY  2004  request  for  Children  and  Families 
Services  Programs  include: 

•  Head  Start  (+$148  million):  The  budget  request  for  FY  2004  is  $6,8 1 5,570,000,  an  increase 
of  $148  million  over  the  FY  2003  President's  budget  request.  This  increase,  coupled  with  a 
reallocation  of  resources  through  legislative  changes  proposed  as  part  of  the  Head  Start 
reauthorization,  will  be  used  to  maintain  current  service  levels  and  to  increase  the  Head  Start 
children  enrollment. 

•  Domestic  Violence  Hotline  (+$843,000):  The  FY  2004  request  for  the  Domestic  Violence 
Hotline  is  $3,000,000,  an  increase  of  $843,000  over  the  FY  2003  President's  Budget.  The 
increase  addresses  the  need  to  answer  more  calls  as  well  as  to  position  the  Hotline  to  properly 
respond  to  the  "spike"  in  calls  as  various  broadcast  and  public  awareness  activities  impact 
their  call  numbers.  The  Hotline  averages  300  to  400  calls  a  day;  a  response  to  a  public 
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awareness  message  or  a  program  that  publicizes  the  Hotline  number  will  provide  a  "spike  * 
of 400  to  500  calls  within  hours. 

•    Community  Services  Block  Grant  and  Community  Services  Discretionary  Programs 
(-S88  million):  The  budget  request  reflects  a  lack  of  strong  performance  data  for  the 
Community  Services  Block  Grant  program.  The  proposed  reauthorization  legislation 
includes  measures  that  would  generate  more  consistent  performance  data  in  future  years 
for  this  program,  and  also  ensure  more  accountability.  Under  this  legislative  proposal, 
non-performing  grantees  would  lose  their  designation  and  be  subject  to  a  state-run  award 
competition.  In  addition,  funding  is  not  requested  for  the  Community  Food  and  Nutrition 
Program  (-$6.7  million)  and  the  Rural  Community  Facilities  Program  (-$62  million)  since 
these  programs  duplicate  services  provided  by  other  programs. 
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HEAD  START 


Authorizing  Legislation  -  Legislation  will  be  proposed  to  reauthorize  section  639  of  the  Head 
Start  Act. 


2002 
Enacted 

2003 
President's 
Budget 

2004 
Estimate 

Increase 
or 

Decrease 

Current  Funding 

$5,136,977,000 

$5,267,533,000 

$5,415,570,000 

+$148,037,000 

Advance  Funding 

1,400,000,000 

1,400,000,000 

1,400,000,000 

0 

Total,  BA 

$6,536,977,000 

$6,667,533,000 

$6,815,570,000 

+$148,037,000 

FY  2004  Authorization.. ..$6,815,570,000  (as  proposed  in  the  reauthorization  request). 


Pnrpose  and  Method  of  Operation 

Head  Start  provides  grants  to  local  public  and  private  non-profit  and  for-profit  agencies  to 
provide  comprehensive  child  development  services  to  children  and  families.  Intended  primarily 
for  preschoolers  from  low-income  families,  Head  Start  promotes  school  readiness  by  enhancing 
the  social  and  cognitive  development  of  children  through  the  provision  of  educational,  health, 
nutritional,  social  and  other  services.  Head  Start  programs  emphasize  cognitive,  language  and 
socio-emotional  development  to  enable  each  child  to  develop  and  function  at  his  or  her  highest 
potential.  Head  Start  children  receive  comprehensive  health  services,  including  immunizatioris, 
physical  and  dental  exams  and  treatment,  and  nutritional  services.  At  least  ten  percent  of  the 
enrollment  opportunities  in  each  progranrmust  be  made  available  to  children  with  disabilities. 
Head  Start  engages  parents  in  their  children's  learning  and  helps  them  in  making  progress  toward 
their  educational,  literacy  and  employment  goals.  The  Head  Start  program  also  emphasizes 
significant  involvement  of  parents  in  the  administration  of  local  Head  Start  programs. 

In  FY  1995,  the  Early  Head  Start  program  was  established  in  recognition  of  the  mounting 
evidence  that  the  earliest  years,  from  birth  to  three  years  of  age,  matter  a  great  deal  to  children's 
growth  and  development  In  FY  2002,  the  Administration  awarded  Early  Head  Start  grants  to 
approximately  775  projects,  which  served  more  than  62,000  children  under  the  age  of  three.  In 
FY  2003  and  FY  2004,  it  is  estimated  that  this  enrollment  level  will  stay  approximately  the  same. 

Many  Head  Start  programs  provide  part-day,  center-based  services  or  home-based  services  for 
eight  or  nine  months  a  year.  However,  grantees  have  the  option  of  providing  full-day,  full-year 
services  and,  in  recent  years,  an  increased  number  of  grantees  have  been  offering  this  option, 
often  through  collaborations  with  local  child  care  providers  to  help  meet  the  child  care  needs  of 
parents  who  are  either  working  or  in  job  training. 
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Head  Start  grantees  are  funded  through  one  of  ten  Regional  Offices  of  the  Administration  for 
Children  and  Families  (ACF)  or  through  the  American  Indian/Alaskan  Native  and 
Migrant/Seasonal  Program  Branches  located  in  Washington,  D.C.  Regional  Offices  have 
responsibility  for  reviewing  and  approving  grantee  funding  requests  and  for  ensuring  that 
grantees  are  operating  high  quality  programs,  consistent  with  the  requirements  of  all  relevant 
laws  and  regulations.  This  is  accomplished,  among  other  ways,  by  on-site  monitoring  of  all 
grantees  at  least  once  every  three  years.  The  Head  Start  Bureau  (HSB),  located  in  the 
Administration  on  Children,  Youth  and  Families  -  part  of  ACF  -  provides  support  to  the 
Regional  Offices  and  to  the  grantees  in  the  areas  of  budget,  policy,  training  and  technical 
assistance,  information  dissemination,  and  others. 

Over  the  past  two  years  there  have  been  increased  efforts  to  help  Head  Start  programs  enhance 
school  readiness  and  the  development  of  early  literacy  skills.  In  April  2002,  the  President 
announced  his  Good  Start/Grow  Smart  initiative  which  is  designed  to  assure  that  every  Head 
Start  teacher  has  the  training  and  skills  necessary  to  provide  Head  Start  children  the  early 
literacy,  language,  and  numeracy  skills  they  will  need  to  be  successful  in  school.  Intensive 
training  of  Head  Start  teachers  began  in  the  summer  of  2002  and  we  will  continue  to  support 
these  efforts  through  FY  2003  and  in  FY  2004. 

Related  to  this  initiative  in  FY  2004  there  will  be  increased  efforts  made  to  assure  that  Head  Start 
programs  are  achieving  their  primary  purpose  of  promoting  school  readiness  -  that  all  children 
leave  Head  Start  with  the  cognitive,  emotional  and  social  skills  they  need  to  be  successful  in 
school.  Particular  emphasis  will  be  placed  on  both  child  and  family  literacy  so  that  Head  Start 
children  can  better  develop  the  skills  they  need  to  become  lifelong  readers  and  parents  can  better 
develop  the  skills  they  need  both  to  improve  their  own  lives  and  to  help  their  children  become 
reading  proficient.  In  FY  2004  Head  Start  will  be  investing  considerable  resources  in  early 
literacy,  including: 

■  developing  research-based  training  materials  that  can  be  shared  with  Head  Start  grantees; 

■  fimding  research  efforts  designed  to  identify  the  most  effective  early  literacy  curricula  and 
teaching  strategies  for  Head  Start  children;  and 

■  targeting  T/TA  resources  to  assure  that  every  Head  Start  classroom  is  delivering  training  that 
promotes  reading,  vocabulary,  language,  and  numeracy  skills. 

In  addition,  we  also  will  continue  efforts  initiated  in  FY  2002  to  develop  a  process  to  help  Head 
Start  programs  determine  the  degree  to  which  each  child  is  benefiting  from  their  time  in  Head 
Start.  This  new  outcomes-based  accountability  system  is  being  field  tested  during  the  2002-2003 
academic  year  with  implementation  scheduled  for  the  fall  of  2003. 

Funding  for  the  Head  Start  program  during  the  last  five  years  has  been  as  follows: 


1999  

2000  

Advance  appropriation  available  FY  2001 


$4,658,151,448 
$5,266,210,858 
[$1,400,000,000] 
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2001    $4,799,123,000 

Advance  appropriation  available  FY  2002   [$  1 ,400,000,000] 

2002    $5,136,570,000 

Advance  appropriation  available  FY  2003   [$  1 ,400,000,000] 

2003    $5,267,533,000 

Advance  appropriation  available  FY  2004   [$1 ,400,000,000] 


Rationale  for  the  Budget  Request 


The  budget  proposes  to  reauthorize  the  Head  Start  program  in  FY  2004  at  a  funding  level  of 
$6,815,570,000,  an  increase  of  $148  million  over  the  FY  2003  President's  Budget.  This  increase, 
coupled  with  proposed  legislation  to  better  target  funds,  will  be  used  to  maintain  current  service 
levels  and  to  increase  Head  Start  enrollment. 


Specifically,  Head  Start  programs  will  be  given  an  increase  in  their  FY  2003  funding  level  of 
approximately  2.2  percent  to  offset  inflationary  increases  and  maintain  competitive  salaries  for 
teachers.  In  addition,  we  will  increase  enrollment  by  approximately  10,500  children  in  those 
areas  of  the  country  with  the  greatest  unmet  need  for  Head  Start  services.  This  will  include  areas 
which  have  seen  recent  demographic  changes  that  have  resulted  in  significant  increases  in  the 
number  of  low-income  families;  areas  in  remote  parts  of  the  country  where  there  are  few,  if  any, 
alternative  services  providers  and  areas  with  large  numbers  of  unserved  but  eligible  children. 

As  part  of  the  Head  Start  reauthorization  we  are  proposing  to  strengthen  the  program  by 
eliminating  some  of  the  extremely  prescriptive  provisions  that  have  been  added  to  the  statute 
over  the  years  in  order  to  provide  greater  flexibility  to  target  the  dollars  where  they  are  needed 
most.  Of  particular  note,  we  are  proposing  to  change  the  current  statutory  set-aside  for  training 
and  technical  assistance  (T/TA)  from  at  least  two  percent  of  the  total  appropriation  to  up  to  two 
percent  of  the  total  appropriation.  This  will  afford  the  Secretary  with  more  discretionary 
authority  to  allocate  these  resources  each  year  in  a  manner  that  would  maximize  benefits  to 
children  and  families.  In  FY  2004,  we  would  use  this  new  flexibility  to  serve  more  children. 

Providing  the  Secretary  with  greater  discretionary  authority  over  the  use  of  Head  Start  resources 
is  being  proposed  because  a  better  balance  is  needed  in  the  use  of  Head  Start's  resources  than  is 
possible  with  the  current  T/TA  set-aside.  T/TA  resources  have  grown  considerably  in  recent 
years.  Since  FY  1990,  for  example,  the  Head  Start  T/TA  budget  mandated  by  law  has  increased 
by  more  than  300  percent  while  during  that  same  time  period  Head  Start  enrollment  has 
increased  by  only  58  percent  and  the  number  of  Head  Start  grantees  has  increased  only  slightly. 
Moreover,  considerable  investments  have  been  made  in  Head  Start  training  using  resources  apart 
from  the  T/TA  set-aside.  Grantees  have  received  significant  amounts  of  quality  improvement 
funds  over  the  last  decade,  which  have  been  used,  in  part,  to  provide  training  to  classroom  and 
other  staff.  In  fact,  the  Head  Start  Act  requires  that  the  training  of  classroom  and  other  staff  be  a 
priority  use  of  the  quality  improvement  funds.  In  short,  the  mandated  T/TA  budget  has  increased 
well  above  the  rate  of  growth  in  Head  Start  while  at  the  same  time  grantees  have  had  access  to 
quality  improvement  funds  which  provide  them  yet  additional  T/TA  resources.  This  statutory 
change  will  allow  the  Secretary  to  determine  the  appropriate  level  of  funding  for  T/TA  each  year 
taking  into  account  all  the  other  needs  of  the  program  and  the  children  and  families  served. 
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In  addition  to  the  proposed  statutory  change  in  the  training  and  technical  assistance  setaside,  we 
will  be  submitting  a  more  comprehensive  package  of  legislative  proposals  to  be  included  as  part 
of  the  Head  Start  reauthorization.  The  focus  of  these  changes  will  be  on  strengthening  our 
ability  to  ensure  quality  and  accountability  in  the  Head  Start  program  in  order  to  address  the 
President's  commitment  to  enhancing  school  readiness  for  all  children. 

Head  Start  also  will  continue  to  fund  two  comprehensive  evaluation  efforts  designed  to  measure 
Head  Start's  overall  effectiveness  ~  the  Family  and  Children  Experiences  Survey  (FACES)  and 
the  National  Impact  Study.  FACES  is  designed  to:  (1)  learn  more  about  the  families  that  Head 
Start  serves;  (2)  find  out  how  well  Head  Start  programs  are  performing;  (3)  find  ways  in  which 
program  performance  can  be  improved;  and  (4)  provide  information  that  can  help  guide  policy 
decisions  and  guidelines  that  will  assist  individual  programs  and  centers.  A  national  sample  of 
children  will  be  assessed  before  and  after  their  Head  Start  experience.  Head  Start  program  staff 
will  be  interviewed  and  observed,  particularly  in  the  classroom  during  their  interactions  with 
Head  Start  children.  In  the  next  few  years,  a  detailed  body  of  knowledge  will  be  developed 
which  will  assure  that  all  Head  Start  programs  have  the  ability  to  deliver  high  quality  responsive 
services  which  ensure  children  enter  school  ready  and  eager  to  learn  and  that  there  will  be 
positive,  long  lasting  effects  on  the  lives  of  the  children  and  families  served  by  Head  Start. 

The  National  Head  Start  Impact  Study,  which  began  in  FY  2001,  is  designed  to  provide  a 
national  analysis  of  the  impact  of  Head  Start  on  the  development  and  school-readiness  of  low- 
income  children.  Based  on  both  the  requirements  of  the  Head  Start  Act  and  the 
recommendations  of  an  advisory  panel  of  national  experts,  this  longitudinal  study  utilizes  a 
rigorous  experimental  design  involving  the  random  assignment  of  children  to  Head  Start  and 
non-Head  Start  groups.  Data  collection  for  the  main  study  began  in  the  Fall  of 2002.  This 
funding  request  will  support  the  third  year  of  data  collection  activities  that  will  follow  children  as 
they  move  from  Head  Start  into  kindergarten  and  first  grade. 

A  PART  assessment  was  conducted  for  this  program  and  helped  inform  the  FY  2004  budget 
policy.  A  summary  of  the  PART  assessment  follows  on  the  next  page. 
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Resource  and  Program  Data 
Head  Start  Program 


2002 
Actual 

President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 

$6,326^14,750 

$6,453,616,000 

$6,666,107,000 

(Head  Start) 

5,705,340,600 

5,820,200,000 

6,018,628,000 

(Early  Head  Start) 

620,974,150 

633,416,000 

647,479,000 

Research,  Demonstration  <S 

5  Evaluation 

20,000,000 

20,000,000 

20,000,000 

Training/Technical  Assistance 

366,414,250 

169,688,000 

105,234,000 

(Head  Start) 

133,731,400 

136,350,000 

71,156,000 

(Early  Head  Start) 

32,682,850 

33,338,000 

34,078,000 

Monitoring/Panel  Review 

23,841,000 

24,229,000 

24029,000 

TOTAL  PROGRAM 

56,536,570,000 

$6,667,533,000 

$6,815,570,000 

Program  Data: 

Number  of  Applicants 

Number  of  Grants 

1,620 

1,640 

1,650 

New  Starts: 

# 

39 

40 

30 

$ 

517325,000 

$36,200,000 

$6,200,000 

Continuations: 

a 

1,581 

1.600 

1,620 

$ 

S6 

440,276,953 

$6,568,860,000 

$6,746,897,000 

Contracts: 

# 

40 

35 

35 

$ 

$76,743,047 

$60,248,000 

$60048,000 

Interagency  Agreements: 

n 

3 

3 

3 

$ 

$2,225,000 

$2,225,000 

$2,225,000 
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Resource  and  Program  Data 
Additional  Head  Start  Program  Data 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Number  of  Grants 

1,570 

1,570 

1,570 

Children  in  Head  Start  Projects: 
(Head  Start) 
(Early  Head  Start) 

Average  ACYF  Cost  Per  Child 
(Head  Start) 
(Early  Head  Start) 

Number  of  Staff 

Volunteers 

Number  of  Classrooms 

912,345 

912,345 

922,833 

850,119 

850,119 

860,607 

62,226 

62,226 

62,226 

$6,934 

$7,074 

$7,224 

$6,711 

$6,846 

$6,993 

$9,979 

$10,179 

$10,405 

198,000 

198,000 

200,000 

1,450,000 

1,450,000 

1,470,000 

49,800 

49,800 

50,400 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Head  Start  {CFDA  #  93.600) 


2002 

2003 

2004 

Difference 

I  STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

$104,418,000 

Alabama 

5100,154,494 

$102,170,000 

$2,248,000 

Alaska 

12,104,386 

12,348,000 

12,620,000 

272,000 

Arizona 

96,912,656 

98,863,000 

101,038,000 

2,175,000 

Arkansas 

61,023,626 

62,252,000 

63,622,000 

1,370,000 

California 

801,429,541 

817,556,000 

835,551.000 

17,995,000 

Colorado  65,716,131  67,038,000  68,513,000  1,475,000 

Connecticut  49,984,520  50,990,000  52,112,000  1,122,000 

Delaware  12,286,428  12,534,000  12,810,000  276,000 

District  of  Columbia  24,090,814  24,576,000  25,117,000  541,000 

Florida  252,369,803  257,448,000  263,112,000  5,664,000 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

161,740,120 
21,977,038 
21,662,707 

259,780,216 
88,666,972 

164,995,000 
22,419,000 
22,099,000 

265,008.000 

168,625,000 
22,912,000 
22,585,000 

270,838.000 
92,441,000 

3,630,000 
493,000 
486,000 
5,830,000 
1,990,000 

90,451,000 

Iowa 
Kansas 

49,494,840 
47,909,093 

50,491,000 

51,602,000 

1,111,000 
1,075,000 

48,873,000 

49,948,000 

Kentucky 
Louisiana 
Maine 

103,472,617 
135,048023 
26,66  iSl  9 

105,555,000 
137,766,000 
27,198,000 

107,877,000 
140,797,000 
27,796,000 

2322,000 
3,031,000 
598,000 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

74,928,894 
104,182,066 
225390,497 

69,643329 
155359338 

76,437,000 
106378,000 
229,824,000 

71,045,000 
158,384,000 

78,119,000 
108,616,000 
234,880,000 

72,608,000 
161,868,000 

1,682,000 
2338,000 
5,056,000 
1,563,000 
3,484,000 

Missouri 

113,255,841 

115,535,000 

138,077,000 

2,542,000 

Montana 

20,117,436 

20,522,000 

20,973,000 

451,000 

Nebraska 

34,580,417 

35376,000 

36,052,000 

776,000 

Nevada 

19,785,629 

20,184,000 

20,628,000 

444.000 

New  Hampshire 

12,860,678 

13,119,000 

13,408,000 

289,000 

New  Jersey 

125,175,590 

127,694,000 

130,503,000 

2,809,000 

New  Mexico 

49,185,413 

50,175,000 

51,279,000 

1,104,000 

New  York 

418,238,532 

426,655,000 

436,041,000 

9386,000 

North  Carolina 

132,667,143 

135337,000 

138314,000 

2,977,000 

North  Dakota 

16,036,018 

16359,000 

16,719,000 

360,000 
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2003 

STATE/TERRITORY 

2002 

President's 

2004 

Difference 

Actual 

Budget 

Estimate 

+/-  2003 

Ohio  236,999,439  241,768,000  247,087,000  5,319,000 

Oklahoma  76,909,804  78,457,000  80,183,000  1,726,000 

Oregon  57,105,005  58,254,000  59,536,000  1,282,000 

Pennsylvania  219,114,506  223,524,000  228,442,000  4,918,000 

Rhode  Island  21,184,290  21,611,000  22,086,000  475,000 


South  Carolina 

78,506,579 

80,086,000 

81,848,000 

1,762,000 

South  Dakota 

18,078,512 

18,442,000 

18,848,000 

406,000 

Tennessee 

110  1A1  ^11 

11  A  &C\A  AAA 

1 1  7  17<;  nnn 

T  01  AAA 

Texas 

ac  a  ino  AAA 
4j4,Zi>Z,444 

Afil  A'XA  AAA 

40J,4j4,UUU 

ATX  A7A  AAfl 
4/ J,D^U,UUU 

i  n  1  OC  AAA 

Utah 

1/z  nnn  iqa 

11  AAA  AAA 

17  91/1  AAA 

01  A  AAA 

ol4,UUU 

V  ennont 

1  1  A77  Q8Q 

1"*  7R^  aaa 

1 1  ^77  AAA 

707  AAA 

zyz,  uuvj 

Virginia 

95,366,343 

97,285,000 

99,425,000 

2,140,000 

Washington 

97,246,982 

99,204,000 

101,386,000 

2,182,000 

West  Virginia 

1  AQ1  AAA 

Wisconsin 

86,940,813 

88,690,000 

90,641,000 

1,951,000 

Wyoming 

11,882,457 

12,122,000 

12,389,000 

267,000 

»u  Dtotai 

€  £77  «»fi  8Q< 

£  ha(\  aii  nnn 

c  oat  i  in  nnn 
5, CO  /,!  JU,UUU 

1      im  nnn 
ixo,JU  /  ,UUU 

American  Indian 

1  SI  7Q<4  1 

i  oc  AS.0  HAA 

1  SO  ^17  AAA 

.4  ASA  AAA 

Program 

Migrant  Program 

257,814,769 

263,002,000 

268,789,000 

5,787,000 

14,942,945 

1 5  244  000 

15  579  000 

335  000 

JmSmSy\J \J\J 

Puerto  Rico 

234j303'518 

239,018,000 

244,276,000 

5,258,000 

Virgin  Islands 

9,878,464 

10,077,000 

10,299,000 

222,000 

Subtotal 

698,733,855 

712,793,000 

728,475,000 

15,682,000 

Total 

States/Territories 

6,326,314,750 

6,453,616,000 

6,595,605,000 

141,989,000 

Unallocated  Expansion 

Funding 

0 

0 

70,502,000 

70,502,000 

Technical  Assistance 

166,414,250 

169,688,000 

105,234,000 

-64,454,000 

RD&E 

20,000,000 

20,000,000 

20,000,000 

0 

Monitoring 

23,841,000 

24,229,000 

24,229,000 

0 

Subtotal 

Adjustments 

210,255,250 

213,917,000 

149,463,000 

-64,454,000 

TOTAL  RESOURCES 

$6336,570,000 

$6,667,533,000 

$6,815^70,000 

$148,037,000 
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EARLY  LEARNING  OPPORTUNITIES  ACT  PROGRAM 


Authorizing  Legislation  -  Departments  of  Labor,  Health  and  Human  Services,  and  Education, 
and  Related  Agencies  Appropriations  Act,  2001,  as  enacted  by  Section  l(aXl)  PL.  106-554. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$24,988,000 

$0 

$0 

$0 

FY  2004  Authorization... .Such  sums. 


Purpose  and  Method  of  Operation 

In  FY  2002,  31  grants  were  made  to  local  community  councils  composed  of  representatives  from 
agencies  involved  in  early  learning  programs,  parent  organizations  and  key  community  leaders. 
The  grants  support  programs  that  help  parents,  caregivers,  child  care  providers  and  educators 
increase  their  capacity  to  facilitate  development  of  cognitive  skills,  language  comprehension, 
expressive  language,  social-emotional  and  motor  skills,  and  promote  learning  readiness.  These 
grants  also  promote  effective  parenting;  enhance  early  childhood  literacy;  develop  linkages 
among  early  learning  programs  within  a  community  and  between  early  learning  programs  and 
health  care  services  for  young  children.  They  increase  access  to  early  learning  opportunities  for 
young  children  with  special  needs  (including  developmental  delays).  The  ELOA  grants  increase 
access  to  existing  early  learning  programs  by  expanding  days  or  times  young  children  are  served, 
by  expanding  the  number  served,  or  by  improving  the  affordability  of  the  programs  for  low- 
income  families.  Some  grantees  will  improve  the  quality  of  early  learning  programs  through 
professional  development  and  training,  increased  compensation,  and  recruitment  and  retention 
incentives  for  early  learning  providers;  and  remove  barriers  to  early  learning  (e.g.,  transportation 
difficulties  and  needs  for  services  in  nontraditional  hours).  Grants  range  from  $441 ,000  to 
$1,000,000  and  last  17  months  in  duration. 

Rationale  for  the  Budget  Request 

No  funds  are  being  requested  in  FY  2004  for  the  Early  Learning  Opportunities  Program.  The  FY 
2003  President's  Budget  request  proposes  to  fund  similar  activities  in  the  Department  of 
Education  through  the  Early  Reading  First  program  and  the  Early  Childhood  Education 
Professional  Development  Grant. 
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Resource  and  Program  Data 
Early  Learning  Opportunities  Act  Program 


2002 

2003 
President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary1 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support2 
Total,  Resources 

Program  Data: 

$24,238,360 

749,640 

$24,988,000 

Number  of  Grants 
New  Starts: 

# 
$ 

31 

$24,238,360 

Continuations: 
# 
$ 

Contracts: 
# 

$ 

Interagency  Agreements: 

$513,448 

# 
$ 

2 

$432,000 

'  Includes  funds  for  discretionary  grants  and  panel  Teview  of  grants  in  the  making  of  the  awards. 

2  Includes  funds  for  information  technology  support,  technical  assistance,  salaries/benefits  and  associated  overhead. 
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CONSOLIDATED  RUNAWAY  AJVD  HOMELESS  YOUTH  PROGRAM 


Authorizing  Legislation  -  Legislation  will  be  proposed  to  reauthorize  section  388(a)(1)  of  the 
Runaway  and  Homeless  Youth  Act 


2003 

Increase 

2002 
Enacted 

President's 
Budget 

2004 
Estimate 

or 

Decrease 

Basic  Centers 

$48,288,000 

$48,393,100 

$61,630,000 

+$13,236,900 

Transitional  Living 

39,736,000 

39,739,900 

26,413,000 

-13,326,900 

Maternity  Group 

Homes 

0 

10,000,000 

10,000,000 

0 

Total,  BA 

$88,024,000 

$98,133,000 

$98,043,000 

-$90,000 

FY  2004  Authorization.... $98,043,000  (as  proposed  in  the  reauthorization  request). 
Purpose  and  Method  of  Operation 


The  Runaway  and  Homeless  Youth  Program  provides  grants  to  local  public  and  private 
organizations  to  establish  and  operate  local  runaway  and  homeless  youth  shelters  consistent  with 
the  Administration  for  Children  and  Families'  goals  of  improving  the  well-being  of  youth  and 
improving  services  provided  to  youth  and  their  families.  The  shelters  address  the  crisis  needs  of 
runaway  and  homeless  youth  and  their  families.  Grants  are  used  to  develop  or  strengthen 
community-based  shelters  that  are  not  a  part  of  the  law  enforcement,  juvenile  justice,  child 
welfare  a  mental  health  systems. 

Under  Part  A,  the  Basic  Center  Program  (BCP)  awards  grants  to  community-based  public  and 
private  agencies  for  the  provision  of  outreach,  crisis  intervention,  temporary  shelter,  counseling, 
family  unification  and  aftercare  services  to  runaway  and  homeless  youth  and  their  families. 
Funds  available  for  the  Basic  Center  Programs  are  allotted  among  the  States  using  a  formula 
based  on  the  population  of  youth  under  age  1 8  as  a  proportion  of  the  national  population  undeT 
age  18. 

Under  Part  B,  the  Transitional  Living  Program  (TLP)  provides  grants  to  public  and  private 
organizations  to  support  projects  that  provide  longer-term  residential  services  for  up  to  18 
months  to  homeless  youth  ages  16-21.  These  services  include  counseling  in  basic  life  skills, 
interpersonal  skill  building,  educational  advancement,  job  attainment  skills,  and  physical  and 
mental  health  care.  These  services  are  designed  to  help  youth  that  are  homeless  make  a 
successful  transition  to  self-sufficient  living  and  assist  young  mothers  in  moving  forward  with 
their  lives  by  providing  support  so  they  can  finish  school,  acquire  job  skills  and  learn  to  be  good 
parents. 
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Transitional  Living  Program  grantees  are  required  to  provide  youth  with  stable,  safe  living 
accommodations  and  services  that  help  them  develop  the  skills  necessary  to  move  to 
independence.  Living  accommodations  may  be  host  family  homes,  group  homes,  or  "supervised 
apartments."  (Supervised  apartments  are  either  agency-owned  apartment  buildings  or  "scattered 
site"  apartments,  which  are  single-occupancy  apartments  rented  directly  by  young  people  with 
support  from  the  agency.)  These  community-based,  adults-supervised  group  homes  will  provide 
safe,  stable,  nurturing  environments  for  mothers  who  cannot  live  safely  with  their  own  families. 

The  Maternity  Group  Homes  Program  helps  protect  and  support  some  of  the  most  vulnerable  of 
America's  families  and  the  vital  role  they  play  in  the  nation's  future.  The  need  is  especially 
great  for  young  pregnant  mothers  and  their  children  who  lack  safe  and  stable  environments  in 
which  to  live.  These  women  are  vulnerable  to  abuse  and  neglect  and  often  end  up  on  welfare,  in 
foster  care,  in  homeless  shelters,  or  on  the  streets  and  sadly,  their  children  are  at  high  risk  of 
being  teen  parents  themselves.  To  break  this  cycle  of  abuse  and  poverty,  funds  will  be  targeted 
for  community-based,  adult-supervised  group  homes  for  young  mothers  and  their  children. 

Approximately  10  percent  of  the  funds  from  the  Consolidated  Runaway  and  Homeless  Youth 
Program  in  each  of  the  past  five  years  have  been  used  to  fund  projects  that  support  and 
strengthen  the  work  of  the  shelters.  These  include  the  national  toll-free  runaway  and  homeless 
youth  crisis  hotline;  training  and  technical  assistance  activities;  Runaway  and  Homeless  Youth 
Management  Information  System  (RHYMK-LITE);  demonstration  projects  on  a  wide  variety  of 
topics  identified  in  the  legislation;  and  initiatives  to  improve  program  administration,  outreach, 
and  prevention  activities  among  local  shelters. 

Funding  for  the  Runaway  and  Homeless  Youth  program  during  the  last  five  years  has  been  as 
follows: 


1999   $58,558,344 

2000  :   $64,144,778 

2001    $69,122,871 

2002   $88,022,850 

2003   .   $98,133,000 


Rationale  for  the  Budget  Reauest 

The  Administration  proposes  to  reauthorize  the  Runaway  and  Homeless  Youth  Program  at  a 
funding  level  of  $98,043,000.  The  proposed  reauthorization  improves  the  program  by  providing 
funding  preference  to  grantees  that  serve  up  to  20  youth  at  a  time  and  protects  the  youth  we 
serve.  It  is  estimated  that  between  500,000  and  1 .5  million  young  people  run  away  from  home 
each  year.  The  size  of  the  homeless  youth  population  has  been  estimated  to  be  approximately 
300,000  young  people  each  year  (Institute  for  Health  Policy  Studies,  1995). 

The  change  in  funding  levels  for  the  Basic  Centers  and  Transitional  Living  Programs  between 
FYs  2003-2004  is  a  result  of  the  fact  that  the  allocation  between  the  two  program  had  been 
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changed  through  appropriation  language,  which  had  increased  funding  for  the  Transitional 
Living  Program  above  the  formula  split  in  authorizing  language.  For  FY  2004,  we  will  propose 
reinstatement  of  the  allocation  formula  in  the  current  authorizing  statute. 

•  The  Basic  Center  amount  of  $61 ,630,000  will  be  used  for  approximately  231  new  starts  and 
219  continuation  applicants. 

•  The  Transitional  Living  amount  of  $26,41 3,000  will  be  used  to  rand  approximately  42  new 
starts  and  103  continuation  applicants. 

»    The  Maternity  Group  Homes  amount  of  $  1 0,000,000  will  fund  approximately  53 

continuation  applicants.  These  funds  will  provide  young  pregnant  and  parenting  women  with 
access  to  community-based  maternity  group  homes  through  the  use  of  targeted  grants  to  local 
community  or  faith-based  organizations.  Grantees  will  be  providing  a  range  of  coordinated 
services  such  as  child  care,  education,  job  training,  counseling  and  advice  on  parenting  and 
life  skills  to  young  mothers.  Funding  for  these  maternity  group  homes  will  provide  pregnant 
and  parenting  homeless  youth  access  to  transitional  living  opportunities,  an  alternative  to  the 
environments  of  violence  and  despair  which  many  young  pregnant  mothers  face  and  secure 
brighter  futures  for  their  children. 

•  Runaway  and  Homeless  Youth  funding  will  continue  to  support  a  24-hour  National  Runaway 
Crisis  Hotline  Service,  a  training  and  technical  assistance  network  and  other  program 
supports.  The  crisis  hotline  responds  to  approximately  120,000  calls  a  year.  Of  these  calls, 
46  percent  come  from  youth,  31  percent  come  from  parents  and  the  remaining  33  percent  are 
general  information  and  client-related  calls. 
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Resource  and  Program  Data 
Basic  Centers  Program 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 

$43,078,680 

$43,553,800 

$55,460,690 

Research/Evaluation 

150,000 

175,000 

175,000 

Demonstration/Development 

•  i  ion  nnn 

i  -a in  Ann 

Training/Technical  Assistance 
Program  Support1 

1,115,000 

1,000,000 

1,500,000 

2,624,320 

2,344,300 

3,174,310 

Total,  Resources 

$48,288,000 

$48,393,100 

$61,630,000 

Proeram  Data: 

Number  of  Grants 
New  Starts: 

|  4— \  

$ 

378 

368 

450 

in 

105 

231 

$13,802,733 

$14,635,871 

$32,328,815 

Continuations: 

# 

267 

263 

219 

$31,412,929 

$26,126,875 

$ 

$31,860,947 

Contracts: 

5 

5 

5 

$2,344,300 

$3,174,310 

s 

$2,624,320 

Interagency  Agreements: 

# 

$ 

1  Includes  funding  to  support  contracts  for  Runaway  and  Homeless  Youth  Information  System  (RHYMIS),  National 
Gearinghouse  for  Youth  0NCFY),  logistical  contract,  grants  review/paneling  cost  and  inforrnation  technology 
support  for  the  program. 
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Resource  and  Program  Data 
Transitional  Living  Program 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 
Discretionary 

$37,921,040 

$37,095,910 

$23,771,700 

Research/Evaluation 

Demonstration/Development 
Training/Technical  Assistance 

1,494,129 

2,000,000 

1,783,310 

Program  Support1 
Total,  Resources 

320,731 

643,990 

857,990 

$39,735,900 

$39,739,900 

$26,413,000 

Program  Data: 

Number  of  Grants 
New  Starts: 

207 

220 

145 

97 

42 

$ 

97 

$20,258,999 

$17,740,114 

$7,689,633 

Continuations: 

123 

# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 

110 

103 

$19,156,180 

$21,355,796 

$17,865,377 

3 

3 

3 

$320,721 

$643,990 

$857,990 

$ 

1  Includes  funding  for  information  technology  support,  printing  and  grants/panel  review  costs. 
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Resource  and  Program  Data 
Maternity  Group  Homes 


2003 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$9,000,000 

$9,000,000 

500,000 

500,000 

500,000 

500,000 

$10,000,000 

$10,000,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 

53 

53 

53 

$9,500,000 

53 

$9,500,000 

1 

$ 

Interagency  Agreements: 
# 
$ 

$500,000 

$500,000 

1  Includes  funding  for  information  technology  support,  printing  and  grants/panel  review  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


STATE/TERRITORY 

FY  2002 

FY  2003 

FY  2004     !  Difference 

Actual 

Pres.  Budeet 

Estimate     !     +/-  2003 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 
Massachusetts 
Michigan 
Minnesota 
Mis 


Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


$476,067 

$653,305 

$859,798 

$206,493 

271,935 

271  935 

271  935 

o 

76747 1 

783^966 

1.01 7^063 

233,097 

306.419 

409,694 

544.725 

135,031 

5.68U22 

5,444,122 

6,746.512 

1.302390 

896.169 

609,751 

730.245 

120,494 

530.249 

479  090 

628  932 

118,929 

113J239 

149^290 

36,051 

112,500 

100,000 

100,000 

0 

2.502,161 

2,134,131 

2,778,435 

644.304 

1,298.137 

1,263,057 

1,629,393 

366.336 

161,995 

174,214 

223,048 

48,834 

209*507 

217  J68 

283J63 

65395 

1,721,441 

1,872.809 

2,443,666 

570,857 

1,071,202 

914,627 

1,200,067 

285,440 

438,178 

435.537 

572.708 

137,171 

445,876 

418,115 

545,970 

127,855 

535^000 

566J98 

759a  18 

192^920 

841,489 

687,859 

966,990 

279,131 

178,034 

182,925 

237.081 

54.156 

396,700 

783,966 

1,020,439 

236,473 

836,681 

897,573 

1,144.256 

246.683 

2.006.924 

1.524.379 

1,980,958 

456,579 

1,165,582 

965.272 

989.706 

24,434 

447,299 

435,537 

598.927 

163,390 

72L106 

827.520 

1,096.286 

268,766 

138.016 

139.371 

181.394 

42,023 

358.484 

293,009 

346,800 

53,791 

272,474 

291,809 

372^28 

80.419 

180,579 

187,280 

260,413 

73,133 

1.161,221 

1.219,503 

1,540.476 

320.973 

370,071 

300,520 

388,836 

88,316 

3,772,664 

3.198.884 

3.511.611 

312,727 

1,161,645 

1.132,396 

1,480,954 

348,558 

102,500 

102,500 

102,500 

0 
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FY  2002 

FY  2003 

FY  2004  1 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate  | 

+/-  2003 

Ohio 

1,776,480 

1 ,698,594 

2,203,744 

505,150 

Oklahoma 

775,690 

643,907 

685,855 

41,948 

Oregon 

763,074 

479,090 

645,624 

166,534 

Pennsylvania 

1,627,533 

1,742,148 

2,276,953 

534,805 

Rhode  Island 

135,666 

148,082 

143,871 

-4,211 

South  Carolina 

178,906 

566,198 

780,033 

213,835 

South  Dakota 

95,000 

121,950 

131,722 

9,772 

Tennessee 

533,981 

783,966 

1,062,149 

278,183 

Texas 

4,024,671 

3,397,188 

4,354,904 

957,716 

Utah 

415,000 

415,000 

515,000 

100,000 

Vermont 

199,992 

100,000 

137,980 

37,980 

Virginia 

877,272 

1,001,735 

1,320,894 

319,159 

Washington 

1,175,383 

871,074 

1,153,988 

282,914 

West  Virginia 

246,172 

246,172 

316,016 

69,844 

Wisconsin 

813,855 

783,966 

1,065,374 

281,408 

Wyoming 

118,000 

118,000 

118,000 

o 

Subtotal 

45,412,902 

43,148,931 

54,616,030 

11,467,099 

American  Samoa 

45,000 

45,000 

45,000 

0 

Guam 

45,000 

45,000 

45,000 

0 

Northern  Mariana  Islands 

0 

45,000 

45,000 

0 

Puerto  Rico 

344,149 

415,118 

727,760 

312,642 

Virgin  Islands 

0 

45,000 

45,000 

0 

Subtotal 

434,149 

595,118 

907,760 

312,642 

Total  States/Territories 

45,847,051 

43,744,049 

55,523,790 

11,779,741 

Technical  Assistance 

1,115,000 

1,000,000 

1,500,000 

500,000 

Other 

1,325,949 

3,649,051 

4,606,210 

957,159 

Subtotal  Adjustments 

2,440,949 

4,649,051 

6,106,210 

1,457,159 

TOTAL  RESOURCES 

$48,288,000 

$48,393,100 

$61,630,000 

$13,236,900 
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EDUCATION  AND  PREVENTION  GRANTS  TO  REDUCE  SEXUAL  ABUSE  OF 
RUNAWAY^  HOMELESS  AND  STREET  YOUTH 


Authorizing  Legislation  -  Legislation  will  be  proposed  to  reauthorize  section  388  of  Part  E  of 
the  Runaway  and  Homeless  Youth  Act. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$14,999,000 

$14,999,000 

$14,999,000 

$0 

FY  2004  Authorization... .$14,999,000  (as  proposed  in  the  reauthorization  request). 


Purpose  and  Method  of  Operation 

The  Runaway  and  Homeless  Youth  Act  provides  grants  to  private,  non-profit  agencies  for 
street-based  outreach  and  education,  including  treatment,  counseling,  provision  of  information, 
and  referral  for  runaway,  homeless  and  street  youth  who  have  been  subjected  to  or  are  at  risk  of 
being  subjected  to  sexual  abuse.  The  goal  of  these  efforts  is  to  help  youth  leave  the  streets. 
Many  of  the  street  youth  served  through  the  program  are  rimning  from  or  have  been  asked  to 
leave  homes  characterized  by  abuse,  neglect,  or  parental  drug  or  alcohol  abuse.  Once  on  the 
streets,  such  youth  are  at  risk  of  being  sexually  exploited  or  abused  by  adults  for  pleasure  or 
profit.  The  street  outreach  program  provides  critical  resources  to  help  these  vulnerable  young 
people. 

This  street  outreach  program  for  runaway,  homeless  and  street  youth  is  a  lifeline  to  youth  living 
on  the  streets  and  at  risk  for  sexual  abuse  and  exploitation.  Due  to  the  transient  and  sometimes 
anonymous  characteristics  of  such  youth,  who  often  avoid  contact  with  service  providers  until 
trust  has  been  established,  little  is  known  about  the  unduplicated  numbers  served  by  FYSB 
grantees. 

Funding  for  the  program  during  the  last  five  years  has  been  as  follows: 


1999    $14,973,286 

2000    $14,996,610 

2001    $14,999,000 

2002    $14,999,000 

2003    $14,999,000 


Rationale  for  the  Budget  Request 

The  FY  2004  President's  budget  proposes  to  reauthorize  the  Education  and  Prevention  Grants  to 
Reduce  Sexual  Abuse  program  for  five  years  without  changes  at  a  funding  level  of  $14,999,000, 
the  same  as  the  FY  2003  President's  Budget. 
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The  Education  and  Prevention  Grants  to  Reduce  Sexual  Abuse  Program  will  fund  48  new  starts 
and  97  continuation  applicants.  These  funds  will  provide  outreach  services  to  runaway  and 
homeless  youth  who  have  been  sexually  abused  and/or  who  are  particularly  vulnerable  to  being 
subjected  to  sexual  abuse  while  on  the  streets.  These  services  will  be  coordinated  with  existing 
services  for  runaway  and  homeless  youth,  namely  emergency  shelter  and  transitional  living 
program  efforts.  The  coordination  of  these  resources  and  programs  will  increase  the  capacity  of 
service  providers  to  provide  outreach  to  street  youth. 
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Resource  and  Program  Data 
Education  &  Prevention  Grants  to  Reduce  Sexual  Abuse  of 
Runaway,  Homeless,  and  Street  Youth 


2003 
President's 
Budget 

2002 
Actual 

2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 
Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$13,499,100 

$13,499,100 

$13,499,100 

1,000,000 

1,000,000 

1,000,000 

499,900 

499,900 

499,900 

$14,999,000 

$14,999,000 

$14,999,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

149 

142 

145 

91 

48 

$8,866,907 

$4,656,074 

149 

51 

97 

$14,499,100 

$5,632,193 

$9,843,026 

1 

1 

1 

$499,900 

$499,900 

$499,900 

Includes  funding  for  information  technology  support,  printing  and  grant/paneling  review  cost. 
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CHILD  ABUSE  STATE  GRANTS 


Authorizing  Legislation  -  Legislation  to  reauthorize  section  1 12  of  the  Child  Abuse  Prevention 
and  Treatment  Act  is  pending  Congressional  action. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$22,013,000 

$22,013,000 

$22,013,000 

$0 

FY  2004  Authorization.. .  .Such  sums  (as  requested  in  pending  FY  2002  straight-line 
reauthorization). 

Purpose  and  Method  of  Operation 


The  Child  Abuse  and  Neglect  State  Grant  program  provides  grants  to  States  to  improve  child 
protective  service  systems.  Grants  are  based  on  a  flat  rate  of  $50,000  per  State.  Additional 
funds  are  distributed  in  proportion  to  the  state's  population  of  children  under  the  age  of  1 8. 
This  program  serves  as  a  catalyst  to  assist  States  in  improving:  intake,  assessment,  screening 
and  investigation  of  child  abuse  and  neglect  reports;  risk  and  safety  assessment  protocols; 
training  for  child  protective  services  workers  and  mandated  reporters;  the  establishment  of 
programs  and  procedures  for  the  identification,  prevention  and  treatment  of  child  abuse  and 
neglect;  and  services  to  disabled  infants  with  life-threatening  conditions  and  their  families. 

Funding  for  the  Child  Abuse  State  Grant  program  during  the  last  five  years  has  been  as  follows: 


1999  s   $21,026,000 

2000   $21,022,650 

2001    $21,026,000 

2002    $22,013,000 

2003    $22,013,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Child  Abuse  State  Grants  is  $22,013,000,  the  same  as  the  FY  2003 
President's  Budget.  Current  research  and  data  collection  efforts  indicate  continuing  high 
numbers  of  child  abuse  and  neglect  reports  and  similar  severity  in  outcomes  and  forms  of 
maltreatment.  Over  900,000  children  were  victims  of  substantiated  or  indicted  abuse  or  neglect 
in  2000.  This  number  reflects  incidents  that  have  been  reported  to,  investigated  and  confirmed 
by  child  protective  services  agencies. 

Continued  support  for  this  program  will  help  States  improve  their  response  to  child  abuse  and 
neglect  by  strengthening  child  protective  service  systems,  resulting  in  improved  safety  outcomes 
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for  children.  Along  with  other  funds  for  child  welfare,  such  as  the  title  IV-B  Child  Welfare 
Services  program,  this  program  will  assist  States  in  strengthening  investigation,  assessment  and 
treatment  procedures,  to  protect  children  who  have  come  to  the  attention  of  child  welfare 
agencies  from  suffering  further  abuse.  These  funds  will  also  support  activities  and  services  to 
help  decrease  the  percentage  of  children  with  substantiated  reports  of  maltreatment  who  have  a 
repeat  substantiated  report  of  maltreatment  within  6  months  from  eight  percent  in  1999  to  seven 
percent  in  2004. 
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Resource  and  Program  Data 
Child  Abuse  State  Grants 


FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/E  valuati  on 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$22,013,000 

$22,013,000 

$22,013,000 

$22,013,000 

$22,013,000 

$22,013,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 

0  initios 
Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

57 

57 

57 

57 

57 

57 

$22,013,000 

$22,013,000 

$22,013,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


PROGRAM:  Child  Abuse  and  Neelect  Sta 

te  Grants  (CFDA  #93.669) 

STATE/TERRITORY 

FY  2002 
Actual 

FY  2003 
Pres.  Budget 

FY  2004 
Estimate 

Difference 
+/-  2003 

Alabama 

$364,402 

$343,640 

$343,640 

$0 

Alaska 

Arizona 

Arkansas 

103,374 
240,409 

99,850 
227,835 

99,850 
227,835 

0 
0 
0 

California 

2,638,665 

2,467,723 

2,467,723 

0 

Colorado 

358,069 

337,726 

337,726 

0 

Connecticut 
Delaware 

District  of  Columbia 

285,555 
104  457 

82]  182 

270,001 
inn 

80,057 

270,001 
inn 

80,057 

0 
u 
0 

Florida 

1,070,468 

1,003,081 

1,003,081 

0 

Georgia 

657,084 

616,995 

616,995 

0 

Hawaii 

Idaho 

Illinois 

132,774 
153,277 
958,275 

127,308 
146,457 
898,297 

127,308 
146,457 
898^297 

0 

0 

0 

Indiana 

0 

461,516 

461,516 

0 

Iowa 

255,317 

241,759 

241,759 

0 

Kansas 

Kentucky 

Louisiana 

249,539 

A  1  1 

391,374 

236,362 

5 1  U,l>ZO 

368,831 

236.362 
.5  1  l>,Uz6 
368,831 

0 
0 
0 

Maine 

134,305 

128,738 

128,738 

0 

Maryland 

429,539 

404,477 

404,477 

0 

Massachusetts 
Michigan 

469,809 
776,454 

442,087 
728,482 

442,087 
728,482 
386,369 
252,619 

0 
0 

Minnesota 

410,151 

386,369 

0 

Mississippi 

266,945 

252,619 

0 

Missouri 

449,555 

423,171 
110,134 
167,684 

423,171 

0 

Montana 
Nebraska 

114,385 
176,005 

110,134 
167,684 

0 
0 

Nevada 

New  Hampshire 

193,233 
136,634 

183,774 
130,913 

183,774 
130,913 

0 
0 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 

634,226 
192,330 
1362,577 
599,660 
95,015 

595,647 
182,931 
1,275,902 
563,363 
92,043 

595,647 
182,931 
1,275,902 
563,363 
92,043 

0 
0 
0 
0 
0 
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FY  2002 

FY  2003 

FY  2004  | 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate  | 

+/-  2003 

Ohio 

858,333 

804,955 

804,955 

0 

Oklahoma 

299,737 

283,245 

283,245 

o 

Oregon 

286,909 

271,265 

271,265 

0 

Pennsylvania 

0 

813,811 

813,811 

o 

Rhode  Island 

119,356 

114,776 

114,776 

0 

South  Carolina 

332,559 

313,900 

313,900 

o 

South  Dakota 

106,714 

102,968 

102,968 

o 

Tennessee 

441,391 

415,546 

415,546 

o 

Texas 

1,697,474 

1,588,683 

1,588,683 

0 

Utah 

251,135 

237,854 

237,854 

o 

Vermont 

91,286 

88,560 

88,560 

0 

Virginia 

536,471 

504,347 

504,347 

0 

Washington 

473,665 

445,689 

445,689 

o 

West  Virginia 

162,614 

155,178 

155,178 

o 

Wisconsin 

433,061 

407,766 

407,766 

0 

Wyoming 

86,067 

83,685 

83,685 

o 

Subtotal 

21,423,781 

21,446,180 

21,446,180 

o 

American  Samoa 

56,157 

55,750 

55,750 

0 

Guam 

63,713 

62,808 

62,808 

0 

Northern  Mariana  Islands 

53,358 

53,157 

53,157 

0 

Puerto  Rico 

355,636 

335,454 

335,454 

0 

Virgin  Islands 

60,355 

59,671 

59,671 

0 

Subtotal 

589,219 

566,840 

566,840 

0 

Total  States/Territories 

22,013,000 

22,013,020 

22,013,020 

0 

TOTAL  RESOURCES 

$22,013,000 

$22,013,020 

$22,013,020 

$0 
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CHILD  ABUSE  DISCRETIONARY  ACTIVITIES 


Authorizing  Legislation  -  Legislation  to  reauthorize  section  1 12  of  the  Child  Abuse  Prevention 
and  Treatment  Act  is  pending  Congressional  action. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$26,081,000 

$26,35 1,000 

$26,301,000 

-$50,000 

FY  2004  Authorization.... Such  sums  (as  requested  in  pending  FY  2002  straight-line 
reauthorization). 

Purpose  and  Method  of  Operatioa 


The  Child  Abuse  Discretionary  Activities  account  funds  a  number  of  research  and  demonstration 
grants  and  contracts.  The  program  funds  research  on  the  causes,  prevention,  identification  and 
treatment  of  child  abuse  and  neglect;  investigative,  administrative  and  judicial  procedures;  and 
the  national  incidence  study  of  child  abuse  and  neglect.  The  program  also  funds  projects  to: 
compile,  publish  and  disseminate  training  materials;  provide  technical  assistance;  and 
demonstrate  and  evaluate  improved  methods  and  procedures  to  prevent  and  treat  child  abuse  and 
neglect.  In  addition,  the  program  funds  a  resource  center  on  issues  relating  to  child  maltreatment 
and  the  National  Clearinghouse  on  Child  Abuse  and  Neglect  Information.  The  Qearinghouse 
gamers  and  disseminates  information  on  promising  programs  of  prevention  and  treatment  and  on 
the  incidence  of  child  abuse  and  neglect.  Demonstration  projects  funded  under  this  program  have 
revealed  some  promising  practices  including  findings  about  service  provision  to  chronically 
neglectful  families,  as  well  as  information  which  shows  that  community-based  groups  for 
adolescent  mothers  can  he  successful  in  helping  mothers  considered  at  high  risk  of  neglecting 
their  children  (ages  0  to  4)  to  be  more  stable  and  reliable  in  their  interactions  with  their  children 
and  engage  in  pre-school  readiness  type  activities  (e.g.,  learning  numbers  and  colors). 

Research  and  demonstration  grants  are  awarded  competitively  to  public  and  private  nonprofit 
agencies,  including  State  and  local  government  agencies,  universities,  voluntary  and  faith-based 
organizations.  Contracts  may  be  awarded  to  nonprofit  or  proprietary  organizations.  Projects 
supported  by  grants  and  contracts  awarded  under  this  program  may  run  up  to  five  years, 
depending  upon  the  availability  of  funds. 

Funding  for  the  Child  Abuse  Discretionary  Activities  during  the  last  five  years  has  been  as 
follows: 


1999   „   $14,140,013 

2000   $18,025,128 

2001   „   $33,204,000 

2002  „   $26,081,000 
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2003    $26,351,000 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Child  Abuse  Discretionary  Activities  is  $26,301,000,  which  is  $50,000 
less  than  the  FY  2003  President's  Budget.  Funds  from  the  Child  Abuse  Discretionary  Activities 
are  used  to  conduct  activities  designed  to  assist  and  enhance  national,  State  and  community 
efforts  to  prevent,  identify,  and  treat  child  abuse  and  neglect. 
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Resource  and  Program  Data 
Child  Abuse  Discretionary  Activities 


FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary1 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support2 
Total,  Resources 

Program  Data: 

$7,330,000 

5,992,787 

9,261,357 

9,261,357 

4,881,386 

8,503,300 

8,503,300 

7,481,836 

7,886,343 

7,886,343 

394,179 

700,000 

650,000 

$26,080,188 

$26,351,000 

$26,301,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 

$  \ 
Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

57 

53 

43 

17 

20 

$7,330,000 

$6,699,329 

40 

33 

43 

n  i,y  /u,oy4 

3>I  1,U  /  /,oz/ 

17 

18 

12 

$4,935,523 

$5,973,844 

$8,993,461 

6 

6 

6 

$1,843,971 

$2,600,000 

$2,600,000 

This  amount  represents  Congressionally  funded  earmarks. 

Includes  funding  for  information  technology  support  and  grant/paneling  review. 
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COMMUNITY-BASED  FAMILY  RESOURCE  AND  SUPPORT  GRANTS 


Authorizing  Legislation  -  Legislation  to  reauthorize  section  210  of  the  Child  Abuse  Prevention 
and  Treatment  Act  is  pending  Congressional  action. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$33,412,000 

$33,417,000 

$33,403,000 

-$14,000 

FY  2004  Authorization.... Such  sums  (as  requested  in  pending  FY  2002  straight-line 
reauthorization). 

Purpose  and  Method  of  Operation 


The  purposes  of  the  Community-Based  Family  Resource  and  Support  Grants  program  are:  (1)  to 
assist  each  State  in  developing,  operating,  expanding  and  enhancing  a  network  of  community- 
based,  prevention-focused,  family  resource  and  support  programs  that  coordinate  resources 
among  a  broad  range  of  human  service  organizations  within  the  State;  and  (2)  to  foster  an 
understanding,  appreciation,  and  knowledge  of  diverse  populations  in  order  to  be  effective  in 
preventing  and  treating  child  abuse  and  neglect. 

Seventy  percent  of  a  State's  grant  amount  is  calculated  on  the  basis  of  the  number  of  children 
under  1 8  in  the  State,  with  a  mrnimum  award  of  $1 75,000  per  State.  The  other  part  of  the  grant 
award  will  be  allotted  among  the  States  based  on  the  amount  leveraged  by  the  State  from  private, 
State,  or  other  non-Federal  sources  and  directed  through  the  State  lead  agency  in  the  preceding 
fiscal  year  for  community-based  family  resource  and  support  services.  If  the  aggregate  of  these 
amounts  exceeds  30  percent  of  the  appropriation,  the  amounts  for  this  part  of  the  grant  award 
will  be  reduced  pro  rata  across  the  States,  which  apply  for  funding  under  CBFRS. 

Funds  are  used  to:  (a)  develop,  operate,  expand  and  enhance  Statewide  networks  of  community- 
based,  prevention-focused,  family  resource  and  support  programs;  (b)  foster  the  development  of 
a  continuum  of  preventive  services  for  children  and  families  through  State  and  community-based 
public  and  private  partnerships;  (c)  finance  the  start-up,  maintenance,  expansion,  or  redesign  of  a 
variety  of  specific  family  resource  and  support  program  services  that  have  been  identified  as 
meeting  unmet  needs  and  integrate  these  within  the  network  of  current  community-based  family 
resource  and  support  programs;  (d)  maximize  funding  for  establishing,  operating,  or  expanding  a 
Statewide  network  of  community-based,  prevention-focused,  and  family  resource  and  support 
programs;  and  (e)  finance  public  information  activities  that  focus  on  the  healthy  and  positive 
development  of  parents  and  children  and  promotion  of  child  abuse  and  neglect  prevention 
activities. 

Funding  for  the  Community-based  Family  Resource  and  Support  Grants  program  during  the  last 
five  years  has  been  as  follows: 
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1999   $32,835,000 

2000  $32,829,769 

2001   $32,834,000 

2002   $33,412,000 

2003   $33,417,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Community-Based  Family  Resource  and  Support  Grants  is 
$33,403,000,  which  is  $14,000  less  than  the  FY  2003  President's  Budget.  These  funds  will  be 
used  by  the  States  to  establish  Statewide  networks  of  family  support  programs  that:  (1)  are  based 
on  State  and  community  interagency  partnerships,  and  (2)  are  implemented  through  an 
interdisciplinary,  collaborative  public-private  structure  that  includes  parents  as  full  partners. 
Lead  agencies  must  seek  innovative  approaches  to  blending  funds  and  leveraging  additional 
resources  to  augment  Federal  funds.  These  funds  will  also  support  activities  and  services  to  help 
decrease  the  percentage  of  children  with  substantiated  reports  of  maltreatment  who  have  a  repeat 
substantiated  report  of  maltreatment  within  6  months  from  nine  percent  in  2000  to  seven  percent 
in  2004. 

The  Community-Based  Family  Resource  and  Support  grantees  are  in  a  unique  position  of 
leadership  as  they  assume  responsibility  for  providing  the  network  of  public-private  partnerships 
and  developing  the  continuum  of  preventive  services  for  children  and  families.  The  safety  and 
welfare  of  our  Nation's  children  will  be  best  ensured  when  Federal,  State,  and  community 
agencies  work  collaboratively  to  better  target  resources  and  be  responsive  to  the  needs  of  all 
families.  While  the  need  for  services  to  children  and  families  in  crisis  remains  great,  it  is 
important  that  we  continue  to  invest  in  the  kinds  of  prevention  services  that  are  dedicated  to 
supporting  families  before  they  go  into  crisis  and  risk  harming  their  children. 
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Resource  and  Program  Data 
Community-Based  Family  Resource  and  Support  Grants 


FY  2003 

FY  2002 

President's 

FY  2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$31,521,450 

$31,526,450 

$31,526,450 

328,306 

328,306 

328,306 

1,325,000 

1,325,000 

1,325,000 

237,244 

237,244 

223,244 

$33,412,000 

$33,417,000 

$33,403,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

62 

61 

61 

62 

57 

57 

$33,012,000 

$31,417,000 

$31,417,000 

4 

4 

$1,512,756 

$1,512,756 

5 

5 

5 

$400,000 

$487,244 

$473,244 

'includes  funding  for  information  technology  support. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  &  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Community-Based  Family  Resources  and  Support  (CFDA  #93.590) 


FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama  $473,960  $431,268  $431,268  $0 

Alaska  237.306  240.793  240,793  0 

Arizona  556,642  535293  535,293  0 

Arkansas  194,822  194,265  194.265  0 

California  2,55 1,297  2,667,379  2,667,379  0 


Colorado  376.269 

Connecticut  389,987 

Delaware  181,116 

District  of  Columbia  1 89,324 

Florida  1.000,012 


296.006  296,006  0 

376,401  376,401  0 

181,108  181,108  0 

190,964  190.964  0 

980,508  980,508  0 


Georgia 

816,500 

846,735 

846,735 

0 

Hawaii 
Idaho 
Illinois 
Indiana 

601,599 
180.039 
886,283 
836,257 

462,672 
177,362 
878,801 
846,464 

446,165 
618215 
1,711257 

462.672 
177,362 
878,801 
846,464 

446.165 
618215 
1,711,257 

0 
0 
0 
0 

0 
0 
0 

Iowa 

787,430 

Kansas 
Kentucky 

746,918 
1,744,416 

Louisiana 

365;576 

364.115 
181.023 

504,303 
490,144 
816,732 

364.115 
181,023 

504,303 
490,144 
816,732 
1,907,167 
211,803 

0 
0 

0 
0 
0 
0 

Maine 

Maryland 

Massachusetts 

Michigan 

181,095 

63L830 
464,149 
885,421 

Minnesota 

1,944,929 

1,907,167 
211,803 

Mississippi 

214,776 

0 

0 
0 
0 

Missouri 
Montana 
Nebraska 

468,611 
175,868 
185^31 

454,056 
179,164 
190,055 

454,056 
179,164 
190.055 

Nevada 

195.372 

197,588 

197.588 

0 

New  Hampshire 

177.819 

178.662 

178,662 

0 

New  Jersey 

636,183 

634,893 

634.893 

0 

New  Mexico 

260,683 

329.912 

329,912 

0 

New  York 

1295,765 

1.303,700 

1.303,700 

^  0 

North  Carolina 

859,495 

592,199 

592,199 

0 

North  Dakota 

179.311 

179,636 

179.636 

0 
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FY  2002 

AAA) 

FY  2003 

FY  2003 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Pres.  Budget 

+/-  2003 

Ohio 

853,607 

1,360,813 

1,360,813 

0 

Oklahoma 

1,290,844 

1,373,136 

1,373,136 

0 

Oregon 

231,656 

229,650 

229,650 

0 

Pennsylvania 

933,981 

941,978 

941,978 

0 

Rhode  Island 

218,294 

217,554 

217,554 

0 

South  Carolina 

276,784 

290,660 

290,660 

0 

South  Dakota 

177,461 

177,025 

177,025 

0 

Tennessee 

599,710 

567,337 

567,337 

0 

Texas 

1,630,764 

1,595,750 

1,595,750 

0 

Utah 

286,936 

285,920 

285,920 

0 

Vermont 

253,746 

261,923 

261,923 

0 

Virginia 

488,969 

480,235 

480,235 

0 

Washington 

430,913 

429,270 

429,270 

0 

West  Virginia 

246,668 

258,838 

258,838 

0 

Wisconsin 

416,968 

422,773 

422,773 

0 

Wyoming 

179,986 

183,264 

183,264 

0 

Subtotal  30,389,578  29,872,934  29,872,934  0 

Indian  Tribes  334,160  334,170  334,030  -140 

American  Samoa  175,000  175,000  175,000  0 

Guam  175,000  175,000  175,000  0 

Northern  Mariana  Islands  175,000  175,000  175,000  0 

Puerto  Rico  513,262  509,896  510,036  140 

Virgin  Islands  175,000  175,000  175,000  0 

Subtotal  1,547,422  1,544,066  1,544,066  0 

Total  States/Territories  31,937,000  31,417,000  31,417,000  0 

Technical  Assistance  400,000  487,244  473,244  -14,000 

Other  1,075,000  1,512,756  1,512,756  0 

Subtotal  Adjustments  1,475,000  2,000,000  1,986,000  -14,000 

TOTAL  RESOURCES  $33,412,000  $33,417,000  $33,403,000  -$14,000 
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CHILD  WELFARE  SERVICES 


Authorizing  Legislation  ~  Section  420,  title  IV-B  of  the  Social  Security  Act,  as  amended. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$291,986,000 

$291,986,000 

$291,986,000 

$0 

2004  Authorization.. ..Such  sums. 


Purpose  and  Method  of  Operation 

The  Child  Welfare  Services  program  helps  State  public  welfare  agencies  improve  their  child 
welfare  services  with  the  goal  of  keeping  families  together.  State  services  include:  preventive 
intervention  so  that,  if  possible,  children  will  not  have  to  be  removed  from  their  homes;  services 
to  develop  alternative  placements  like  foster  care  or  adoption  if  children  cannot  remain  at  home; 
and,  reunification  services  so  that  children  can  return  home,  if  appropriate,  are  available  to 
children  and  their  families  without  regard  to  income. 

Funds  are  distributed  to  States  in  the  form  of  grants.  Each  State  receives  abase  amount  of 
$70,000.  Additional  funds  are  distributed  in  proportion  to  the  State's  population  of  children 
under  age  21  multiplied  by  the  complement  of  the  State's  average  per  capita  income.  The  State 
match  requirement  is  25  percent. 

The  1980  amendments  to  the  Social  Security  Act  link  this  program  (title  IV-B)  to  the  title  IV-E 
Foster  Care  and  Adoption  Assistance  Programs.  The  1993  amendments  to  the  Social  Security 
Act  created  the  Family  Preservation  and  Support  Services  Program  (renamed  Promoting  Safe 
and  Stable  Families  in  1997)  as  subpart  2  of  the  title  IV-B  Program  and  joined  it  to  this  program 
(now  subpart  1  of  Title  TV-B)  and  to  the  title  IV-E  programs.  The  same  State  agency  must 
administer,  or  supervise  the  administration  of  all  the  programs.  To  strengthen  the  families  of  at 
risk  children  is  the  broad  goal  of  all  the  programs.  Taken  together,  these  programs  provide  a 
continuum  of  services  to  help  children  and  their  families. 

Effective  October  %  1996  protections  which  States  previously  had  to  implement  in  order  to 
receive  the  incentive  funds  under  the  Child  Welfare  Services  Program,  were  required  to  be  listed 
as  assurances  under  the  State  plan  and  include:  (1)  conducting  an  inventory  of  all  children  in 
foster  care  for  at  least  six  months;  (2)  establishing  an  information  system  for  all  children  in  foster 
care;  (3)  conducting  periodic  case  reviews  of  all  foster  children;  and,  (4)  conducting  in-home  and 
permanent  placement  service  programs,  including  preventive  and  reunification  services. 
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Since  1983,  under  Section  428  of  the  Social  Security  Act,  grants  have  been  awarded  directly  to 
eligible  Indian  tribal  organizations.  Indian  Tribes  must  meet  plan  requirements  specified  in  45 
CFR  1357.15. 

The  Adoption  and  Safe  Families  Act's  focus  on  permanency  has  had  a  substantial  impact  on 
children  in  the  Foster  Care  Program: 

■  Between  FY  1 995  and  FY  2001 ,  the  number  of  children  adopted  per  year  increased  from 
26,000  .to  50,000. 

•    In  FY  2001 ,  23  percent  of  these  adoptions  occurred  within  2  years  of  the  child's  most  recent 
removal. 

■  Over  2/3  (68  percent)  of  children  reunified  in  FY  2001  were  reunified  within  1  year  of  the 
child's  most  recent  removal. 

Funding  for  the  Child  Welfare  Services  program  during  the  last  five  years  has  been  as  follows: 


1999    $291,896,000 

2000   $291,939,480 

2001    $291,986,000 

2002   $291,986,000 

2003    $291,986,000 


Rationale  for  the  Budget  Request 

In  order  to  continue  to  support  children  and  their  families,  $291,986,000  is  requested  for  FY 
2004,  the  same  as  the  FY  2003  President's  Budget  The  amount  requested  will  support  grants  to 
help  improve  State  child  welfare  services  with  the  goal  of  keeping  families  together. 
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Resource  and  Program  Data 
Child  Welfare  Services 


FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

$291,986,000 

$291,986,000 

$291,986,000 

Discretionary 
Research/Evaluation 
Demonstration/Development 

Training/Technical  Assistance 
Program  Support 
Total,  Resources 

$291,986,000 

$291,986,000 

$291,986,000 

Proaram  Data: 

Number  of  Grants 

189 

194 

194 

New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
» 
$ 

N  5 

5 

5 

$50,000 

$50,000 

$50,000 

184 

189 

189 

$291,936,000 

$291,236,000 

$291,936,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Child  Welfare  Services  (CFDA  #  93.645) 

STATE/TERRITORY 

2002 
Actual 

2003 
Pres.  Budget 

2004 
Estimate 

Difference 
+/-  2003 

Alabama 

$5,297,920 

$5,297,920 

$5,297,920 

$0 

Alaska 

396,099 

288,123 

288,123 

0 

Arizona 

5,236,735 

5,062,086 

5.062,086 

0 

3,313,422 

3,313,422 

3  313  422 

0 

California 

34]279>68 

34J277;539 

34,277,539 

0 

Colorado 

3,938,798 

3,933,770 

3,933,770 

0 

Connecticut 

2,077,666 

2,077,666 

2,077,666 

0 

Delaware 

777,666 

777,666 

777,666 

0 

Fiicfrtrf  nf* ("Yilnrnhift 

367,304 

367,304 

367,304 

0 

Florida 

14,40L678 

14,40  L678 

14.40L678 

0 

Georgia 

8,891.978 

8,891,978 

8,891,978 

0 

Hawaii 

1 ,230.726 

U30/726 

1,230,726 

0 

Idaho 

1,777,512 

1,775,947 

1,775,947 

0 

11,455,352 

11  455  352 

11,455,352 

0 

Indiana 

6J49]885 

6,749,885 

6/749^885 

0 

Iowa 

3,243.639 

3,243.639 

3,243,639 

0 

Kansas 

3,030,218 

3,030,218 

3,030,218 

0 

Kentucky 

4,684.902 

4,684,902 

4.684.902 

0 

T  .Animism** 

5,748.157 

5,745,559 

5,745,559 

0 

Maine 

L36L032 

L364650 

L3641650 

0 

Maryland 

4.566,781 

4,566,781 

4,566,781 

0 

Massachusetts 

4,591,700 

4,593,689 

4,593,689 

0 

Michigan 

10,179,221 

10,142,283 

10,142,283 

0 

Minnesota 

4,631,278 

4,614,318 

4,614,318 

0 

Mississippi 

3,911.678 

3,900,649 

3,900,649 

0 

Missouri 

6,024.440 

6,024,440 

6,024,440 

0 

Montana 

850.564 

899,358 

899,358 

0 

Nebraska 

1,910,335 

1,905,499 

1,905,499 

0 

Nevada 

1,845,843 

1,845,843 

1,845,843 

0 

New  Hampshire 

1,168.601 

1,168,601 

1,168.601 

0 

New  Jersey 

5,996.553 

5,996,553 

5,996,553 

0 

New  Mexico 

1,935.253 

1,837,471 

1,837,471 

0 

New  York 

14,940,632 

14,940,632 

14,940,632 

0 

North  Carolina 

8,313,350 

8,286,058 

8,286,058 

0 

North  Dakota 

720.670 

700,516 

700,516 

0 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


11,767,561 
2,670,746 
3,452,178 

11,450,186 
1,027,670 


11,767,561 
2,321,778 
3,468,045 

11,450,186 
1,038,434 


11,767,561 
2,321,778 
3,468,045 

11,450,186 
1,038,434 


South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 


4,744,151 
771,562 
6,079,722 
24,239,729 
3,375,986 


4,744,151 
728,612 
6,079,722 
24,241,805 
3,371,294 


4,744,151 
728,612 
6,079,722 
24,241,805 
3,371,294 


Vermont 
Virginia 
Washington 
West  Virginia 
Wisconsin 
Wyoming 
Subtotal 

Indian  Tribes 

American  Samoa 
Guam 

Northern  Mariana 
Islands 
Puerto  Rico 
Virgin  Islands 

Subtotal 
Total  States/Territories 

TOTAL  RESOURCES 


707,791 
6,582,505 
5,562,916 
2,083,199 
5,613,627 

619,242 


707,791 
6,582,505 
5,554,448 
2,083,199 
5,592,365 

619,242 


707,791 
6,582,505 
5,554,448 
2,083,199 
5,592,365 

619,242 


280,596,327 

279,743,859 

279,743,859 

0 

4,444,335 

5,296,803 

5,296,803 

0 

181,628 

181,628 

181,628 

0 

325,814 

325,814 

325,814 

0 

135,116 

135,116 

135,116 

0 

6,042,083 

6,042,083 

6,042,083 

0 

260,697 

260,697 

260,697 

0 

11389,673 

12,242,141 

12,242,141 

0 

291,986,000 

291,986,000 

291,986,000 

0 

$291,986,000 

$2914)86,000 

$291,986,000 

$0 
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CHILD  WELFARE  TRAINING 


Authorizing  Legislation  -  Section  426  of  title  IV-B  of  the  Social  Security  Act,  as  amended. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$7,487,000 

$7,498,000 

$7,470,000 

-$28,000 

2004  Authorization.. ..Such  sums. 


Purpose  and  Method  of  Operation 

The  Child  Welfare  Training  program  provides  discretionary  grants  to  public  and  private 
non-profit  institutions  of  higher  education  to  develop  and  improve  education  and  training 
programs  and  resources  for  child  welfare  service  providers.  Applications  for  funding  are 
selected  through  a  competitive  review  process.  These  grants  upgrade  the  skills  and  qualifications 
of  child  welfare  workers  through  their  participation,  full-time  or  part-time,  in  programs  focused 
specifically  on  child  welfare  service  activities.  Child  Welfare  training  grants  also  provide 
support  to  full-time  students  seeking  undergraduate  and  advanced  degrees  in  social  work. 
Approximately  $1.3  million  was  awarded  to  universities  to  support  bachelor  of  social  work 
students;  of  those  funds,  roughly  $1.05  million  was  spent  on  actual  scholarships. 

Funding  for  the  Child  Welfare  Training  program  during  the  last  five  years  has  been  as  follows: 


1999    $7,000,000 

2000   $6,998,885 

2001    $6,998,000 

2002   $7,487,000 

2003    $7,498,000 


Rationale  for  the  Budget  Request 

In  order  to  continue  to  support  training  for  child  welfare  professionals  and  students  and  support 
the  need  for  trained  personnel  in  child  welfare,  $7,470,000  is  requested  for  FY  2004,  which  is 
$28,000  less  than  the  FY  2003  President's  Budget.  The  amount  requested  will  support  grants  to 
expand  training  resources  and  opportunities  in  the  field  of  child  welfare. 
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Resource  and  Program  Data 
Child  Welfare  Training 


FY  2003 

FY  2002 
Actual 

President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary 
Research/Evaluation 
Demonstrati  on/D  e  velopment 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

$7,246,247 

$6,951,351 

$7,001,351 

240,753 

546,649 

468,649 

$7,487,000 

$7,498,000 

$7,470,000 

Program  Data: 

Number  of  Grants 

40 

36 

36 

New  Starts: 

# 

36 

$ 

Continuations: 
# 
$ 

$6,250,000 

40 

36 

$6,802,337 

$6,250,000 

Contracts: 

# 
$ 

Interagency  Agreements: 
# 

5 

6 

5 

$684,663 

$1,248,000 

$1,220,000 

$ 

1  Includes  funding  for  information  technology  support,  and  grant/paneling  review.  FY  2004  includes  a  reduction  in 
information  technology  support. 
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ADOPTION  OPPORTUNITIES 


Authorizing  Legislation  -  Legislation  to  reauthorize  section  205  of  the  Child  Abuse  Prevention 
and  Treatment  and  Adoption  Reform  Act  of  1 978  is  pending  Congressional  action. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$27,335,000 

$27,405,000 

$27,343,000 

-$62,000 

2004  Authorization. ...Such  sums  (as  requested  in  the  pending  FY  2002  straight-line 
reauthorization). 


Purpose  and  Method  of  Operation 

The  Adoption  Opportunities  program  funds  grants  and  contracts  to  public  and  private 
organizations  to  facilitate  the  elimination  of  barriers  to  adoption  and  to  provide  permanent, 
loving  home  environments  for  children  who  would  benefit  from  adoption,  particularly  children 
with  special  needs. 

There  are  approximately  134,000  children  in  the  public  foster  care  system  that  cannot  return 
safely  to  their  own  homes  and  parents.  About  64,000  of  these  children  are  legally  free  and 
immediately  available  for  adoption.  Such  children  are  typically  school-aged,  in  sibling  groups, 
have  experienced  neglect  or  abuse,  or  have  a  physical,  mental,  or  emotional  disability. 

Major  activities  are:  (1)  the  development  and  implementation  of  a  national  adoption  and  foster 
care  data  gathering  and  analysis  system;  (2)  the  development  and  implementation  of  a  national 
adoption  information  exchange  system;  (3)  the  development  and  implementation  of  an  adoption 
training  and  technical  assistance  program;  (4)  increasing  the  placements  in  adoptive  families  of 
minority  children  who  are  in  foster  care  and  have  the  goal  of  adoption  with  a  special  emphasis  on 
recruitment  of  minority  families;  (5)  increasing  post-legal  adoption  services  for  families  who 
have  adopted  children  with  special  needs;  (6)  studying  the  nature,  scope,  and  effects  of 
placement  of  children  in  kinship  care  arrangements,  pre-adoptive,  or  adoptive  homes;  and  (7) 
studying  the  efficacy  of  States  contracting  with  public  or  private  non-profit  agencies  (including 
community-based  and  other  organizations).  In  these  areas,  demonstration  grants  are  awarded 
through  a  competitive  process  to  public  and  private  non-profit  agencies  including  State  and  local 
governments,  universities  and  voluntary  agencies.  These  demonstration  grants  test  new  models 
of  service  delivery  to  address  and  eliminate  barriers  to  adoption  and  help  find  permanent  families 
for  children  who  would  benefit  by  adoption,  particularly  children  with  special  needs. 

The  Adoption  Opportunities  program  is  a  component  of  the  Department  of  Health  and  Human 
Services'  efforts  to  increase  the  number  of  children  who  are  adopted  or  permanently  placed  from 
the  child  welfare  system  each  year.  The  percentage  of  children  who  exited  the  foster  care 
system  through  adoption  within  two  years  of  placement  increased  from  19  percent  in  FY  1999  to 
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23  percent  in  FY"  2001.  In  addition,  the  percentage  of  children  who  exited  the  foster  care  system 
through  reunification  within  one  year  of  placement  increased  from  65  percent  in  FY  1999  to  68 
percent  in  FY  2001. 

Funding  for  the  Adoption  Opportunities  program  during  the  last  five  years  has  been  as 
follows: 


1999    $24,916,828 

2000    $27,414,000 

2001    $27,379,000 

2002    $27,335,000 

2003    $27,405,000 


Rationale  for  the  Budget  Request 

In  order  to  provide  loving  parents  and  safe  and  stable  homes  for  the  maximum  number  of 
children  available  for  adoption,  $27,343,000  is  requested  for  FY  2004,  which  is  $62,000  less 
than  the  FY  2003  President's  Budget.  The  amount  requested  will  support  grants  to  facilitate  the 
adoption  process  and  technical  assistance  to  enable  States  to  increase  the  number  of  children 
adopted,  especially  children  with  special  needs. 
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Resource  and  Program  Data 
Adoption  Opportunities 


FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 
Discretionary 

Research/Evaluation 
Demonstration/Development 

$22,223,053 

$20,721,444 

$20,780,639 

Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Procram  Data: 

4,583,044 

5,283,756 

5,175,016 

528,902 

1,399,800 

1,387,345 

$27,334,999 

$27,405,000 

$27,343,000 

Number  of  Grants 

80 

105 

105 

New  Starts: 
# 
$ 

Continuations: 

14 

26 

$5,493,588 

$10,000,000 

a 

66 

79 

105 

$ 

$18,438,039 

$12,801,444 

$23,193,895 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

8 

6 

9 

$3,049,951 

$4,603,556 

$4,149,105 

3 

$335,912 

1  Includes  funding  for  information  technology  support,  increased  grant/paneling  reviews,  and  printing  cost  FY 
2004  includes  a  reduction  in  information  technology  support. 
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ABANDONED  INFANTS  ASSISTANCE  PROGRAM 

Authorizing  Legislation  -  Legislation  to  reauthorize  section  1 04(a)(1)  of  the  Abandoned  Infants 
Assistance  Act  of  1 988  is  pending  Congressional  action. 


2002 
Enacted 

2003 

President's  Budget 

2004 
Estimate 

Increase 

or 

Decrease 

$12,194,000 

$12,205,000 

$12,086,000 

-$119,000 

2004  Authorization.. ..Such  suras  (as  requested  in  the  pending  FY  2002  straight-line 
reauthorization). 


Purpose  and  Method  of  Operation 

Consistent  with  the  strategic  goal  of  improving  healthy  development,  safety  and  well-being  of 
children  and  youth  and  with  the  strategic  objective  of  providing  children  with  permanency  and 
stability  in  their  living  situations,  the  Abandoned  Infants  Assistance  program  provides  grants  to 
public  and  private  community  and  faith-based  entities  for  development,  implementation  and 
operation  of  projects  to  demonstrate  bow  to:  (1)  prevent  abandonment  of  infants  and  young 
children  exposed  to  HTV/AIDS  and  drugs,  including  the  provision  of  services  to  family  members 
for  any  condition  that  increases  the  probability  of  abandonment  of  an  infant  or  young  child;  (2) 
identify  and  address  the  needs  of  abandoned  infants,  especially  those  born  with  AIDS  and  those 
exposed  to  drugs;  (3)  assist  these  children  to  reside  with  their  natural  families,  if  possible,  or  in 
foster  care;  (4)  recruit,  train  and  retain  foster  parents;  (5)  carry  out  residential  care  programs  for 
abandoned  children  and  children  with  AIDS;  (6)  establish  programs  of  respite  care  for  families 
and  foster  families;  (7)  recruit  and  train  health  and  social  services  personnel  to  work  with 
families,  foster  families  and  residential  care  staff;  and  (8)  prevent  the  abandonment  of  infants 
and  young  children  by  providing  needed  resources  through  model  programs. 

This  program  also  funds  technical  assistance,  including  training,  with  respect  to  the  planning, 
development  and  operation  of  the  projects.  Several  of  the  AIA  projects  have  been  instrumental  in 
reducing  the  length  of  time  infants  board  in  hospitals.  The  New  Start  Project,  Newark,  New 
Jersey,  served  nearly  2,000  children  and  families  over  a  three-year  period  and  reduced  the  length 
of  hospitalization  after  medical  discharge  by  77  percent,  from  an  average  of  45  days  to  ten  days. 
The  project  at  the  Yale  Child  Study  Center,  New  Haven,  Connecticut,  achieved  a  significant 
reduction  in  the  number  of  days  that  cocaine  exposed  infants  spent  in  the  hospital  during  the 
neonatal  period  (5  days  vs.  9  days).  Furthermore,  the  children  exposed  to  cocaine  spent  no 
longer  time  in  the  hospital  than  a  non-cocaine  comparison  group. 
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Funding  for  the  Abandoned  Infants  Assistance  program  during  the  last  five  years  has  been  as 
follows: 


1999  $12,241,000 

2000  $12,205,055 

2001   $12,182,000 

2002  $12,193,983 

2003   $12,205,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Abandoned  Infants  of  $12,086,000,  which  is  SI  19,000  less  than  the 
FY  2003  President's  Budget,  will  support  service  demonstration  grants  to  prevent  the 
abandonment  of  infants  and  young  children  with  ADDS  and  drug-exposed  infants  and  young 
children  and  to  reunify  and  strengthen  families  impacted  by  substance  abuse  by  providing 
supportive  services  to  family  caregivers  and  to  children  and  adolescents  in  a  recreational  or 
camp  setting.  With  the  increase  of  AIDS  among  women,  and  the  continued  high  incidence  of 
alcohol  and  drug  use  among  pregnant  women,  the  program  is  needed  for  services  to  maintain 
and  enhance  family  stability  and  to  find  both  temporary  and  permanent  loving  homes  for 
abandoned  infants. 
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Resource  and  Program  Data 
Abandoned  Infants 


17V  /)flt\'> 

Actual 

FY  2003 
President's 
Budget 

ri  ZUU4 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support' 
Total,  Resources 

$10,874,149 

$10,868,123 

$10,618,601 

931,887 

975,000 

975,000 

387,947 

361,877 

492,399 

$12,193,983 

$12,205,000 

$12,086,000 

Program  Data: 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

36 

37 

35 

1 

19 

$700,000 

$6,400,000 

35 

37 

16 

$10,891,685 

$11,568,123 

$4,918,601 

5 

3 

3 

$602,298 

$636,877 

$767,399 

1  Includes  funding  for  information  technology  support  and  increased  grant/paneling  reviews.  FY  2004  includes  a 
reduction  in  information  technology  support. 
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ADOPTION  INCENTIVES 


Authorizing  Legislation  -  Legislation  to  reauthorize  section  473A  of  the  Social  Security  Act 
will  be  proposed. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$43,000,000 

$43,000,000 

$43,000,000 

$0 

2004  Authorization.. .  .$43,000,000  (as  requested  in  pending  proposed  reauthorization 
legislation). 

Purpose  and  Method  of  Operation 


The  Adoption  Incentive  Program  was  created  as  part  of  the  Adoption  and  Safe  Families  Act  of 
1997.  The  program  authorizes  the  payment  of  adoption  incentive  funds  to  States  that  are 
successful  in  increasing  the  number  of  children  who  are  adopted  from  the  public  foster  care 
system.  The  amount  of  the  payments  to  States  is  based  on  increases  in  the  number  of  children 
adopted  from  the  foster  care  system  in  a  year,  relative  to  a  baseline  number.  For  each  child 
adopted  over  the  baseline  number,  a  State  is  eligible  to  receive  $4,000.  For  each  adopted  child 
with  special  needs,  the  State  is  eligible  to  receive  an  additional  $2,000,  contingent  on  funding.  In 
cases  where  the  number  of  adoptions  exceeds  the  funds  appropriated  by  Congress  to  pay  for  the 
incentive  awards,  the  law  specifies  that  there  is  to  be  a  pro-rated  adjustment  in  the  awards  to 
States. 

The  Adoption  Incentive  Program  has  been  successful  in  contributing  to  the  substantial  increase 
in  adoptions  in  recent  years.  However,  while  the  overall  number  of  children  being  adopted  has 
grown  dramatically,  some  groups  of  children  needing  a  permanent  home  remain  less  likely  to  be 
adopted.  For  instance,  analysis  of  data  from  the  Adoption  and  Foster  Care  Analysis  and 
Reporting  System  (AFCARS)  shows  that  once  a  child  waiting  for  adoption  reaches  8  or  9  years 
old,  the  probability  that  the  child  will  continue  to  wait  in  foster  care  exceeds  the  probability  that 
the  child  will  be  adopted.  Furthermore,  based  on  more  recent  analysis  of  AFCARS  data,  older 
children  constitute  an  increasing  proportion  of  the  pool  of  children  waiting  for  adoptive  families. 

The  legislative  authority  for  the  Adoption  Incentive  Program  expires  at  the  end  of  FY  2003. 
Legislation  to  reauthorize  and  amend  the  program  to  target  incentives  specifically  to  older 
children  is  proposed.  Under  the  proposal,  ACF  will  award  incentives  using  two  independent 
baselines:  one  for  the  total  number  of  children  adopted  from  the  public  foster  care  system;  and 
the  other  for  children  age  nine  and  older  adopted  from  the  public  foster  care  system.  Awarding 
the  incentive  funds  in  this  way  maintains  the  incentive  for  achieving  increased  adoptions  for 
older  children  for  all  States,  regardless  of  how  high  their  baseline  for  the  total  number  of 
adoptions  is  for  any  fiscal  year.  Once  the  State  has  reached  the  baseline  for  the  total  number  of 
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adoptions  for  the  year,  it  will  receive  a  $4,000  bonus  for  each  child  who  is  adopted  from  the 
public  child  welfare  system.  Additionally,  once  the  State  has  reached  the  baseline  for  the 
number  of  adoptions  for  children  age  9  and  older  for  that  year,  the  State  will  receive  a  $6,000 
bonus  for  each  child  who  is  adopted  from  the  public  child  welfare  system. 

Funding  for  the  Adoption  Incentives  program  since  its  inception  in  FY  1999  as  follows: 


1999   $19,994,999 

2000   $41,784,342 

2001    $42,994,000 

2002   $43,000,000 

2003   $43,000,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  is  $43,000,000,  the  same  as  the  FY  2003  President's  Budget.  This  amount 
will  allow  ACF  to  fully  pay  any  incentives  due  to  States  under  the  current  system  and  begin 
awards  under  the  proposed  system  without  any  back  payments  due  to  States.  Just  as  the  original 
Adoption  Incentive  Program  focused  greater  attention  on  the  need  to  increase  adoptions  overall 
and  helped  mobilize  States  to  action  on  behalf  of  waiting  children,  this  new  proposal  will  focus 
State  attention  on  meeting  the  needs  of  children  and  youth  who  traditionally  have  been  less  likely 
to  be  considered  as  candidates  for  adoption. 

The  original  Adoption  Incentives  program  set  a  goal  for  doubling  the  number  of  adoptions  by  FY 
2002.  We  propose  to  set  a  new  goal  in  alignment  with  the  reauthorization  request  which  would 
increase  the  total  number  of  adoptions  with  public  child  welfare  involvement  to  300,000 
adoptions  between  FY  2004  and  FY  2008.  Between  FY  1998  and  FY  2002,  we  currently  project 
that  a  total  of 238,000  children  will  have  been  adopted.  With  the  new  requirements  implemented 
under  the  Adoption  and  Safe  Families  Act,  we  believe  the  new  goal  of  300,000  adoptions  over  5 
years  is  a  substantial  but  achievable  goal  for  States  as  they  strive  to  find  safe,  permanent  homes 
for  children  in  the  public  child  welfare  system. 
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Resource  and  Program  Data 
Adoption  Incentives 


FY  2003 

FY  2002 

President's 

FY  2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Fonnula 

$39,965,658 

$43,000,000 

$43,000,000 

Discretionary 

Research/Evaluation 

Demonstration/Development 

Training/Technical  Assistance 

Program  Support 

Total,  Resources 

$39,965,658 

$43,000,000 

$43,000,000 

Program  Data: 

Number  of  Grants 

N/A 

N/A 

New  Starts: 

# 

24 

N/A 

N/A 

$ 

$17,502,000 

N/A 

N/A 

Continuations: 

# 

36 

1 

$ 

$22,463,258 

$76,000' 

Contracts: 

# 

$ 

Interagency  Agreements: 

# 

$ 

1  This  amount  awarded  to  New  Mexico  from  remaining  FY  2002  funds  to  correct  a  mis-calculation  of  the  FY  2002 
award. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Adoption  Incentives  (CFDA  #93.603) 


FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget1 

Estimate1 

+/-2003 

Alaska 


Arkansas 
California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Dlinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 

Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


$315,762 

n/a 

n/a 

658,172 

n/a 

846  276 

n/a 

n/a 

3 15^224 

n/a 

12,791,424 

n/a 

0 

n/a 

n/a 

259,524 

n/a 

339,083 

n/a 

n/a 

233^842 

n/a 

250062 

n/a 

0 

n/a 

n/a 

o 

n/a 

n/a 

34000 

n/a 

o 

n/a 

n/a 

1  066  4R0 

n/a 

n/a 

18,924 

n/a 

n/a 

0 

n/a 

n/a 

914  948 

n/a 

447  408 

n/a  "•• 

n/a 

786681 

n/a 

n/a 

1,510,060 

n/a 

n/a 

0 

n/a 

n/a 

2,277,61 8 

n/a 

n/a 

310,888 

n/a 

n/a 

220,325 

n/a 

n/a 

1 ,388.1 81 

n/a 

n/a 

362,367 

n/a 

n/a 

321,316 

n/a 

n/a 

152,122 

n/a 

n/a 

108,135 

n/a 

n/a 

1,512,582 

n/a 

n/a 

516,625 

n/a 

n/a 

0 

n/a 

n/a 

1,300,321 

n/a 

n/a 

0 

n/a 

n/a 

'  For  both  FY  2003  and  FY  2004,  it  is  unknown  which  States  will  qualify  for  awards  and  how  much  those  awards 
will  be. 
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r x  ivvi 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

2,274,516 

n/a 

n/a 

UJcianoma 

ioi,l  /j 

n/a 

n/a 

Oregon 

1  "7AQ  1C7 

n/a 

n/a 

Pennsylvania 

0/U,430 

n/a 

n/a 

Rhode  Island 

0 

n/a 

n/a 

South  Carolina 

0 

n/a 

n/a 

bourn  JJakoia 

43,31  / 

n/a 

n/a 

Tennessee 

y  i  y,34/ 

n/a 

n/a 

Texas 

1 ,4Uo,3  /U 

n/a 

n/a 

Utah 

0 

n/a 

n/a 

Vermont 

0 

n/a 

n/a 

Virginia 

922,000 

n/a 

n/a 

Washington 

1 ,536,038 

n/a 

n/a 

West  Virginia 

^  1 1  fiftQ 

S  1  1  ,Uv/7 

n/a 

Wisconsin 

379,824 

n/a 

Wyoming 

6,758 

n/a 

n/a 

Subtotal2 

39,823,658 

Puerto  Rico 

218,000 

n/a 

n/a 

Subtotal 

218,000 

Total  States/Territories 

40,041,658 

43,000,000 

43,000,000 

TOTAL  RESOURCES 

$40,041,658 

$43,000,000 

$43,000,000 

2  Funds  awarded  to  New  Mexico  in  FY  2003  from  remaining  FY  2002  funds  to  correct  a  nris-calculation  of  the  FY 
2002  award  are  included  in  the  FY  2002  Actual  column. 
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CHILDREN'S  HEALTH  ACT  -  INFANT  ADOPTION  AWARENESS  fPART 

Authorizing  Legislation  -Section  330F  of  title  in  of  the  Public  Health  Service  Act 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$9,906,000 

$9,906,000 

$9,906,000 

$0 

2004  Authorization. . ..Such  sums. 


Purpose  and  Method  of  Operation 


The  Infant  Adoption  Awareness  program,  created  in  the  Children's  Health  Act  of 2000,  awards 
grants  to  support  adoption  organizations  in  the  training  of  designated  staff  in  eligible  public  and 
private,  non-profit  health  centers  that  provide  health  services  to  pregnant  women  to  inform  them 
about  adoption  and  make  referrals  on  request  to  adoption  agencies  on  an  equal  basis  with  all 
other  courses  of  action.  The  program  also  supports  development  of  best  practice  guidelines  on 
adoption  counseling  to  be  used  by  the  grantees  and  an  evaluation  of  the  extent  to  which  the 
training  is  effective.  All  four  grantees  in  the  Infant  Adoption  Awareness  Training  Program  have 
begun  training.  The  four  grantees  represent  efforts  on  the  state,  regional,  and  national  level. 

Funding  for  the  Infant  Adoption  Awareness  program  has  been  as  follows: 


2001   59,900,000 

2002   $9,906,000 

2003   $9,906,000 


Rationale  for  the  Budget  Request 


The  FY  2004  request  is  $9,906,000,  the  same  as  the  FY  2003  President's  Budget.  Continued 
funding  will  ensure  that  staff  is  sufficiently  trained  to  inform  pregnant  women  about  all  of  their 
options,  including  adoption,  as  well  as  refer  women  on  request  to  adoption  agencies. 
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Resource  and  Program  Data 
Children's  Health  Act  -  Infant  Adoption  Awareness 


tx  2003 

FY  2002 
Actual 

pc  iri  prof  *c 
i  J  col  tic  ii  i.  a 

Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 

$9,906,000 

$9,906,000 

$9  896  000 

Program  Support1 

10,000 

Total,  Resources 

$9,906,000 

$9,906,000 

$9,906,000 

Program  Data: 

Number  of  Grants 
New  Starts: 
# 

4 

4 

4 

4 

$ 

Continuations: 
# 

$9,335,280 

4 

4 

$ 

Contracts: 

$9,906,000 

$9,345,280 

# 

1 

2 

$560,720 

$570,720 

Interagency  Agreements: 
# 
$ 

1  Includes  funding  for  grant/paneling  review. 
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CHILDREN'S  HEALTH  ACT  -  SPECIAL  NEEDS  ADOPTION  AWARENESS  (PART  B) 


Authorizing  Legislation  -  Section  330G  of  title  EI  of  the  Public  Health  Service  Act 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$3,000,000 

$3,000,000 

$3,000,000 

$0 

2004  Authorization. .  ..Such  sums 


Purpose  and  Method  of  Operation 

The  Special  Needs.  Adoption  Awareness  program  created  by  the  Children's  Health  Act  of 
2000  provides  for  grants  to  be  made  to  non-profit,  private  entities  for  the  planning, 
development  and  carrying  out  of  a  national  campaign  informing  the  public  about  the  adoption 
of  children  with  special  needs.  This  campaign  can  include  public  service  announcements  on 
television,  radio  or  billboards,  as  well  as  other  means  determined  to  be  effective  in  reaching 
people  likely  to  adopt  children  with  special  needs. 

Funds  from  the  Special  Needs  Adoption  Awareness  program  fund  the  Children's  Bureau's 
AdoptUSKids  initiative.  AdoptUSKids  is  designed  to  find  and  support  adoptive  families  for 
waiting  children  by  providing  new  and  enhanced  recruitment  tools,  training  and  technical 
assistance  to  States  and  tribes  through  a  five-year  cooperative  agreement  with  the  Adoption 
Exchange  Association.  The  project  "The  Collaboration  to  AdoptUSKids"  will: 

•    Maintain  and  enhance  the  AdoptUSKids.org  web  site  (the  first  federal  adoption  photolisting 
website) 

■  Provide  training  and  technical  assistance  on  the  recruitment  of  adoptive  and  foster  homes  to 
States  and  tribes  throughout  the  country, 

■  Develop  and  implement  a  national  adoption  recruitment  campaign; 

■  Create  a  support  network  of  adoptee,  adoptive  family  and  sibling  groups; 

■  Conduct  research  to  identify  the  barriers  to  the  adoption  process  and  components  to 
favorable  long-term  outcomes  for  families  adopting  children  with  special  needs;  and 

"    Enhance  collaboration  between  agencies  and  individuals  working  to  find  families  for 
children. 

The  project  will  bring  together  the  expertise  of  several  organizations.  In  addition  to  the 
Adoption  Exchange  Association,  the  Child  Welfare  League  of  America,  the  University  of  Texas 
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at  Austin,  the  Northwest  Adoption  Exchange,  the  Adoption  Exchange  and  Holt  International 
Children's  Services  will  all  play  important  roles. 

Funding  for  the  Special  Needs  Adoption  Awareness  program  has  been  as  follows: 


Rationale  for  Budget  Request 

The  FY  2004  request  is  $3,000,000,  the  same  as  the  FY  2003  appropriation  level.  It  is 
critically  important  to  publicize  the  need  for  adoption  of  children  with  special  needs  so  that 
permanent,  loving  home  environments  can  be  found  for  these  vulnerable  children  and  to 
support  families  who  are  willing  to  provide  homes  for  children  with  special  needs. 
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Resource  and  Program  Data 

Children's  Health  Act  -  Special  Needs  Adoption  Awareness  (Part  B) 


FY  2002 
Actual 

President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Traming/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$2,839,000 

$2,839,000 

S2,839,000 

161,000 

161,000 

161,000 

$3,000,000 

$3,000,000 

$3,000,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

1 

1 

1 

1 

$2,839,000 

1 

1 

$2,839,000 

$2,839,000 

1 

1 

1 

$161,000 

$161,000 

$161,000 

1  Includes  funding  for  an  evaluation  set-aside  for  aD  programs  funded  under  the  Public  Health  Services  Act 
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DEVELOPMENTAL  DISABILITIES  (STATE  COUNCILS) 


Authorizing  Legislation  -  Section  129  of  the  Developmental  Disabilities  Assistance  and  Bill  of 
Rights  Act  of  2000. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$69,800,000 

$69,800,000 

$69,800,000 

$0 

2004  Authorization. .  ..Such  sums. 


Purpose  and  Method  of  Operation 

The  State  Councils  on  Developmental  Disabilities  Program  assists  each  State  in  promoting  the 
development  of  a  comprehensive,  statewide,  consumer  and  family-centered  system  that  provides 
a  coordinated  array  of  culturally-competent  services,  and  other  assistance  for  individuals  with 
developmental  disabilities.  The  goals  of  a  Council  are  to:  (a)  enhance  the  ability  of  persons  with 
developmental  disabilities  to  live,  work,  and  engage  in  leisure  activities  in  their  communities; 
(b)  support  State  and  other  programs  that  develop,  coordinate  and/or  stimulate  permanent 
improvement  in  service  systems;  and  (c)  give  priority  to  people  whose  needs  are  not  otherwise 
met  under  other  health,  education  and  human  services  programs. 

In  order  to  qualify  for  funds,  States  must  submit  a  plan  and  establish  a  State  Council  on 
Developmental  Disabilities  to  advocate  for  services  and  activities  for  all  people  with 
developmental  disabilities.  There  are  55  councils.  Up  to  forty  percent  of  the  council's 
membership  includes  representatives  of  major  State  agencies,  non-governmental  agencies  and 
other  concerned  groups.  Not  less  than  sixty  percent  of  the  membership  must  include  persons 
with  developmental  disabilities,  their  parents  or  guardians.  Councils  engage  in  a  range  of 
activities  including,  but  not  limited  to,  program  and  policy  analysis,  demonstration  of  new 
approaches,  training,  outreach,  community  support,  interagency  collaboration  and  coordination, 
public  education,  and  prevention  in  the  following  areas  of  emphasis  as  required  in  the  law:  (1) 
quality  assurance,  (2)  education  and  early  intervention,  (3)  child  care,  (4)  health,  (5)  employment 
(6)  bousing,  (7)  transportation,  (8)  recreation,  and  (9)  other  services  available  or  offered  to 
individuals  in  a  community,  including  formal  and  informal  community  supports,  that  affect  their 
quality  of  life. 

Funding  for  Developmental  Disabilities  Councils  is  allotted  among  the  States  on  the  basis  of 
population,  and  the  extent  of  need  for  services  for  persons  with  developmental  disabilities, 
weighted  by  tile  relative  per  capita  income  for  each  State.  The  grants  are  made  to  designated 
State  agencies  or  councils  to  support  the  councils  in  implementing  the  approved  state  plan.  The 
aggregate  Federal  share  of  projects  under  such  grants  may  not  exceed  seventy-five  percent 
except  in  the  case  of  projects  in  poverty  areas,  where  the  Federal  share  may  not  exceed  ninety 
percent.  In  the  case  of  projects  conducted  by  council  members  or  staff  to  implement  State  plan 
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priority  activities  the  Federal  share  may  be  up  to  one  hundred  percent  of  the  aggregate  necessary 
cost  of  such  activities. 

Funding  for  the  Developmental  Disabilities  State  Council  Grant  program  during  the  last  five 
years  has  been  as  follows: 


1999  ,   $64,803,000 

2000   $65,750,000 

2001   $67,800,000 

2002   $69,800,000 

2003   $69,800,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Developmental  Disabilities  State  Council  program  is  $69,800,000, 
the  same  level  as  the  FY  2003  President's  Budget.  This  level  of  funding  will  continue  to  support 
advocacy,  systems  change  and  capacity  building  activities  that  improve  State  services  and 
supports  for  people  with  developmental  disabilities  and  their  families. 
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Resource  and  Program  Data 
State  Councils  on  Developmental  Disabilities 


9  aim 
President's 
Budget 

2002 
Actual 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Traimng/Tecbnical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$69,800,000 

$69,800,000 

$69,800,000 

$69,800,000 

$69,800,000 

$69,800,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

55 

55 

55 

55 

55 

55 

$69,800,000 

$69,800,000 

$69,800,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Developmental  Disabilities  Councils  (CFDA  g  93.630) 


2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 
Alaska 

3>l,2oJ,ooJ 
446,374 

<T  1   IOC  ■Til 

3>l,z55,711 
446374 

il3o->J/l  1 
446374 
1,121,495 
789,163 
6,385,753 

$0 
0 

Arizona 

1,056,129 

1,121,495 

0 

Arkansas 
California 

762,418 
6,543,380 

789,163 
6,385,753 

0 
0 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

111  911 

639,635 
446,374 

AAf.  XI A 

if* 

3,311,207 

1K.A  107 

637,453 
446,374 

AAA  11 A 

3,438,186 

i^a  ">ai 

637,453 
446,374 

3,438,186 

ri 

u 
0 
0 
u 
0 

Georgia 
Hawaii 

446,374 

446,374 

1  SLA"!  Oftfl 

446,374 

a 
u 

0 

Idaho 

fllinois 

Indiana 

446,374 
9  (OA  831 
1,488,546 

446,374 
2  615  776 
U483364 

446,374 
9  f»1  ^  77fi 
1,483,364 

0 
0 

0 

743,276 
614,589 

741,508 
608,716 

741,508 
608,716 

0 
0 

Iowa 
Kansas 

Kentucky 

1,187,596 
1,315,691 
446374 

1,181,052 
1,331,411 
446,374 

1,181,052 

0 

Louisiana 
Maine 

1,331,411 
446,374 

0 
0 

Maryland 
Massachusetts 

1,008,160 
1398J26 

1,005,718 
1382387 

1,005,718 
1382387 

o 

0 

Michigan 
Minnesota 
Mississippi 

2,469330 
1,025,295 
914338 

2,427,059 
1,020,449 
925,309 

2,427,059 
1,020,449 
925,309 

0 
0 
0 

Missouri 
Montana 

1,353,961 
446374 

1357,149 
446,374 

1,357,149 
446,374 

0 
0 

Nebraska 
Nevada 

New  Hampshire 

446374 
446,374 
446,374 

446,374 
446,374 
446,374 

446,374 
446,374 
446,374 

0 
0 

0 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 

1,553,320 
490341 
3,964323 
1,910,719 
446374 

1,555,524 
505,480 
4,026,994 
1,949,039 
446,374 

1,555,524 
505,480 
4,026,994 
1,949,039 
446,374 

0 
0 
0 
0 
0 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio  2,846,721  2,808,310  2,808,310  0 

Oklahoma  897,250  896,268  896,268  0 

Oregon  729,341  741,028  741,028  0 

Pennsylvania  2,979,345  2,979,037  2,979,037  0 

Rhode  Island  446,374  446,374  446,374  0 


South  Carolina  1,097,001  1,109,913  1,109,913  0 

South  Dakota  446,374  446,374.  446,374  0 

Tennessee  1,461,395  1,485,376  1,485,376  0 

Texas  4,384,764  4,418,646  4,418,646  0 

Utah  545,015  560,646  560,646  0 


Vermont  446,374  446,374  446,374  0 

Virginia  1,501,929  1,493,292  1,493,292  0 

Washington  1,149,422  1,141,734  1,141,734  0 

West  Virginia  674,547  662,448  662,448  0 

Wisconsin  1,293,164  1,283,244  1,283,244  0 

Wyoming   446,374  446,374  446,374  0 

Subtotal  66^55,677  66,551,445  66,551,445  0 


American  Samoa  234,348 

Guam  234,348 

Northern  Mariana  Islands  234,348 

Puerto  Rico  2,506,931 

Virgin  Islands   234,348 

Subtotal  3,444,323 

Total  States/Territories  69,800,000 


234,348  234,348  0 

234,348  234,348  0 

234,348  234,348  0 

2,311,163  2,311,163  0 

234,348  234,348  0 

3,248,555  3,248,555  0 

69,800,000  69,800,000  0 


TOTAL  RESOURCES  $69,800,000        $69,800,000        $69,800,000   $0 
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DEVELOPMENTAL  DISABILITIES  (PROTECTION  AND  ADVOCACY) 


Authorizing  Legislation  -  Section  145  of  the  Developmental  Disabilities  Assistance  and  Bill  of 
Rights  Act  of  2000. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$35,000,000 

$35,000,000 

$35,000,000 

$0 

2004  Authorization. .  ..Such  sums. 


Purpose  and  Method  of  Operation 

The  Developmental  Disabilities  Protection  and  Advocacy  program  provides  grants  to  establish 
and  maintain  a  protection  and  advocacy  system  in  each  State  to  protect  the  legal  and  human 
rights  of  all  persons  with  developmental  disabilities.  There  are  57  state  protection  and  advocacy 
systems.  Protection  and  Advocacy  funding  is  allotted  among  the  States  based  on  a  formula  that 
takes  into  account  the  population,  the  extent  of  need  for  services  for  persons  with  developmental 
disabilities,  and  the  financial  need  of  each  State.  The  protection  and  advocacy  system  must  have 
the  authority  under  this  program  to  pursue  legal,  administrative,  and  other  appropriate  remedies 
or  approaches,  including  the  authority  to  investigate  incidents  of  abuse  and  neglect  and  to  access 
client  records.  The  protection  and  advocacy  system  must  be  independent  of  any  agency  that 
provides  such  services. 

Funding  for  the  Protection  and  Advocacy  program  during  the  last  five  years  has  been  as  follows: 


1999  $26,718,000 

2000  $28,110,000 

2001  .'  $33,000,000 

2002  $35,000,000 

2003  $35,000,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Protection  and  Advocacy  Program  is  $35,000,000,  the  same  level  as 
the  FY  2003  President's  Budget.  This  level  of  funding  will  continue  to  provide  advocacy 
services  to  individuals  with  developmental  disabilities,  provide  for  the  pursuit  of  class-action 
advocacy  as  required,  and  the  provision  of  information  and  referral  services. 
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Resource  and  Program  Data 
Developmental  Disabilities  Protection  and  Advocacy 


2002 

2003 
President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$34,300,000 

$34,300,000 

$34,300,000 

664,991 

664,991 

664,991 

35,009 

35,009 

35,009 

$35,000,000 

$35,000,000 

$35,000,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

57 

57 

57 

57 

57 

57 

$34,300,000 

$34,300,000 

$34,300,000 

1 

1 

1 

$664,991 

$664,991 

$664,991 

1 

1 

1 

$35,009 

$35,009 

$35,009 

1  Includes  funding  for  contract  fees. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMDLIES 

FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


FY  2002     1     FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual      |  Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

Alaska 

Arizona 

Arkansas 

California 


$577381 
333,400 
481,860 
342,954 

2,944,722 


$578,462 
333,400 
510,837 
355,110 

2,874,486 


$578,462 
333,400 
510,837 
355,110 

2,874,486 


SO 
0 
0 
0 
0 


Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 


365,076 
346,433 
333,400 
333,400 
1,489,867 


374374 
345,433 
333,400 
333,400 
1,547,567 


374374 
345,433 
333,400 
333,400 
1,547,567 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 


813,299 
333,400 
333,400 
1,180,647 
669,613 


831,243 
333,400 
333,400 
1,176,955 
667,478 


831,243 
333,400 
333,400 
1,176,955 
667,478 


Iowa 


Kentucky 
Louisiana 
Maine 


340,450 
333,400 
534,120 
591,736 
333.400 


340,000 
333,400 
531337 
598,988 
333,400 


340,000 
333,400 
531.337 
598,988 
333,400 


Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 


453,580 
583,738 
1,110,559 
461,218 
411,202 


452,605 
576,790 
1,091,837 
459,176 
416,307 


452,605 
576,790 
1,091,837 
459,176 
416307 


Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 


609,069 
333,400 
333,400 
333,400 
333,400 


610,676 
333,400 
333,400 
333,400 
333,400 


610,676 
333,400 
333,400 
333,400 
333.400 


New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


698,666 
333,400 
1.782,631 
859,512 
333.400 


699,877 
333,400 
1,811,462 
877,066 
333,400 


699.877 
333,400 
1,811.462 
877,066 
333,400 


Administration  for  Children  and  Families  Page  H-99 

Justification  of  Estimate!  for  Appropriations  Committees  Children  and  Families  Services  Programs 


1511 


FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


1,280,363 
403,708 
349,503 

1,339,885 
333,400 


1,263,454 
403,390 
352,753 

1,340,145 
333,400 


1,263,454 
403,390 
352,753 

1,340,145 
333,400 


South  Carolina 

493,458 

499,417 

A  C\C\  All 

499,417 

0 

South  Dakota 

333,400 

333,400 

333,400 

0 

Tennessee 

657,310 

668,314 

668,314 

0 

Texas 

1,973,255 

1,989,098 

1,989,098 

0 

Utah 

333,400 

333,400 

333,400 

0 

Vermont 

333,400 

333,400 

333,400 

0 

Virginia 

675,665 

671,977 

671,977 

0 

Washington 

J  1   1  yZ.  DL 

Ol  7 

n 

u 

West  Virginia 

358,713 

358,836 

358,836 

0 

Wisconsin 

581,669 

577,382 

577,382 

0 

Wyoming 

'X'X'X  AC\(\ 

111  A(\f\ 

A 

u 

Subtotal 

32,280,294 

32,367,944 

32,367,944 

0 

Indian  Tribes 

178,367 

178,367 

178,367 

0 

American  Samoa 

178,367 

178,367 

178,367 

0 

Guam 

178,367 

178,367 

178,367 

0 

Northern  Mariana  Islands 

178,367 

178,367 

178,367 

0 

Puerto  Rico 

1,127,871 

1,040,221 

1,040,221 

0 

Virgin  Islands 

178367 

178367 

178,367 

0 

Subtotal 

2,019,706 

1,932,056 

1,932,056 

0 

Total  States/Territories 

34,300,000 

34^00,000 

34300,000 

0 

Technical  Assistance 

700,000 

700,000 

700,000 

0 

Subtotal  Adjustments 

700,000 

700,000 

700,000 

0 

TOTAL  RESOURCES 

$35,000,000 

$35,000,000 

$35,000,000 

$0 
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DEVELOPMENTAL  DISABILITIES  (PROJECTS  OF  NATIONAL  SIGNIFICANCE! 


Authorizing  Legislation  —  Section  163  of  the  Developmental  Disabilities  Assistance  and  Bill  of 
Rights  Act  of  2000. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

511,684,000 

$11,734,000 

$11,642,000 

-$92,000 

2004  Authorization.. ..Such  sums. 


Purpose  and  Method  of  Operation 

Projects  of  National  Significance  is  a  discretionary  program  for  grants,  contracts,  or  cooperative 
agreements  to  public  or  private  nonprofit  entities  that  create  opportunities  for  individuals  with 
developmental  disabilities  to  contribute  to,  and  participate  in,  all  facets  of  community  life.  These 
projects  also  support  the  development  of  national  and  State  policies,  including  Federal 
interagency  initiatives. 

The  projects  focus  on  the  most  pressing  issues  affecting  people  with  developmental  disabilities 
and  their  families.  They  allow  for  local  implementation  of  practical  solutions  and  provide  results 
and  information  for  possible  national  replication.  The  Projects  of  National  Significance  budget 
supports  technical  assistance,  research  regarding  emerging  disability  issues,  and  conferences  and 
special  meetings.  It  provides  the  Administration  on  Developmental  Disabilities  with  the  funds  to 
expand  or  otherwise  improve  the  opportunities  for  individuals  with  developmental  disabilities  to 
achieve  full  independence,  productivity  and  inclusion  in  American  society.  Recently,  grants 
were  awarded  in  such  areas  as  child  care,  education/early  intervention,  employment,  health, 
housing,  quality  assurance  and  recreation.  These  projects  enhance  the  lives  of  individuals  with 
developmental  disabilities  through  the  promotion  of  activities  and  models  designed  to  enhance 
their  ability  to  live,  work  and  play  in  their  communities. 

Funding  for  the  Projects  of  National  Significance  program  during  the  last  five  years  has  been  as 
follows: 

1999  $10,186,041 

2000  $10,244,519 

2001  $10,915,000 

2002  $11,684,000 

2003  $11,734,000 
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Rationale  for  the  Budget  Request 

The  FY  2004  budget  request  for  the  Projects  of  National  Significance  Program  (PNS)  is 
SI  1,642,000,  which  is  $92,000  less  than  the  FY  2003  President's  Budget.  The  level  of  funding 
will  continue  to  provide  grants  on  family  support  activities;  data  collection  and  analysis; 
technical  assistance  to  State  Councils  and  University  Centers;  and  other  projects  to  improve 
opportunities  for  individuals  with  developmental  disabilities  (e.g.,  through  the  President's  New 
Freedom  Initiative  and  TANF). 
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Resource  and  Program  Data 
Developmental  Disabilities  Projects  of  National  Significance 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$9,595,497 

$9,600,000 

$9,600,000 

1,377,896 

1,321,007 

1,321,007 

681,831 

812,993 

720,993 

$11,655,224 

$11,734,000 

$11,642,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

89 

77 

77 

55 

52 

52 

$5,458,762 

$6,829,618 

$6,829,618 

34 

24 

24 

$4,136,735 

$2,770,382 

$2,770,382 

7 

7 

7 

$1,377,896 

$1,321,007 

$1,321,007 

6 

6 

6 

$566,745 

$697,964 

$605,964 

1  Includes  funding  for  information  technology  support,  contract  fees,  associated  overhead  costs,  printing  costs, 
an  interagency  agreement  and  support  for  DepartmeEtal  evaluation  activities. 
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DEVELOPMENTAL  DISABILITIES  CENTERS  FOR  EXCELLENCE 
(FORMERLY  KNOWN  AS  UNIVERSTIY  AFFILIATED  PROGRAMS) 


Authorizing  Legislation  -  Section  156  of  the  Developmental  Disabilities  Assistance  and  Bill  of 
Rights  Act  of  2000. 


Increase 

2002 

2003 

2004 

or 

Actual 

President's  Budget 

Estimate 

Decrease 

$24,000,000 

$24,000,000 

$24,000,000 

$0 

2004  Authorization.... Such  sums. 


Purpose  and  Method  of  Operation 

Centers  for  Excellence  in  Developmental  Disabilities  (CEDDs)  are  interdisciplinary  education, 
research  and  public  service  units  of  a  university  system  or  are  public  or  not-for-profit  entities 
associated  with  universities.  Grants  to  establish  these  CEDDs  were  initially  made  on  a 
competitive  basis  and  the  national  network  now  consists  of  61  CEDDs.  Awards  are  made  for  5 
years.  These  CEDDs  provide  for  interdisciplinary  training,  community  services,  research,  and 
technical  assistance  and  information/dissemination  activities.  CEDDs  support  activities  that 
address  the  ©dividual  needs  of  persons  with  developmental  disabilities  from  birth  through  old 
age  and  address  a  variety  of  service  issues  from  prevention  to  early  intervention  to  supported 
employment.  CEDDs  must  provide  community  services  on  behalf  of  persons  with  developmental 
disabilities  through  a  variety  of  mechanisms  including  clinical  services  programs,  community- 
based  services  programs,  technical  assistance  to  community  services  personnel  and  State 
agencies,  and  dissemination  of  information. 

Grant  funds  are  distributed  in  accordance  with  the  Act  in  the  following  order  of  funding 
priorities:  (1)  continuation  of  existing  CEDDs  in  an  amount  up  to  $500,000  (The  level  of  funding 
under  the  FY  2004  budget  for  each  CEDD  would  be  $382,888);  (2)  grants  for  National  training 
initiatives  on  critical  and  emerging  needs  for  individuals  with  developmental  disabilities  and 
their  families;  and  (3)  grants  to  additional  CEDDs  or  additional  grants  to  CEDDs,  for  states  or 
populations  that  are  unserved  or  under  served  by  CEDDs  due  to  such  factors  as  population,  a 
high  concentration  of  rural  or  urban  areas;  or  a  high  concentration  of  unserved  or  under  served 
populations. 

Funding  for  the  CEDDs  program  during  the  last  five  years  has  been  -as  follows: 


1999  .  $17,461,000 

2000  $18,171,000 

2001  $21,800,000 

2002  $24,000,000 

2003  ..$24,000,000 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  CEDDs  program  is  $24,000,000,  the  same  as  the  FY  2003 
President's  Budget.  In  FY  2004  funds  will  continue  to  provide  operational  and  administrative 
support  to  establish  a  national  network  of  CEDDs  and  build  upon  current  activities. 
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Resource  and  Program  Data 
Developmental  Disabilities  Centers  for  Excellence 
(formerly  known  as  University  Affiliated  Programs) 


2003 

2002 
Actual 

President's 

jDUUgcl 

2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 

Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

\AS 

343,783 

343,832 

343,832 

300,000 

300,000 

300,000 

$23,999,951 

$24,000,000 

$24,000,000 

Program  Data: 

Number  of  Grants 
New  Starts: 
# 
$ 

61 

61 

61 

42 

17 

2 

$16,081,296 

$6,509,096 

$765,776 

Continuations: 
# 

19 

44 

59 

$ 

Contracts: 
# 

$7,274,872 

$16,847,072 

$22,590,392 

1 

1 

1 

S 

$343,783 

$343,832 

$343,832 

Interagency  Agreements: 

# 

1 

1 

1 

$ 

$300,000 

$300,000 

$300,000 

1  This  includes  fending  for  grant/panel  review  costs 
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NATIVE  AMERICAN  PROGRAMS 


Authorizing  Legislation  —  Legislation  to  reauthorize  sections  816  of  the  Native  American 
Programs  Act  of  1974,  as  amended  is  pending  Congressional  action. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$45,912,000 

$45,196,000 

$45,119,000 

-$77,000 

2004  Authorization. .  ..Such  sums  (as  included  in  the  FY  2003  proposed  straight-line 
reauthorization  of  the  program  pending  Congressional  action). 

Purpose  and  Method  of  Operation 


The  Native  American  Programs  Act  is  the  only  Federal  program  serving  all  Native  Americans 
regardless  of  where  they  live  or  their  tribal  or  group  affiliation.  The  Native  American  Programs 
Act  promotes  self-sufficiency  of  American  Indians,  Alaska  Natives,  Native  Hawaiians,  and 
Native  American  Pacific  Islanders  by  encouraging  local  strategies  in  economic  and  social 
development.  The  Administration  for  Native  Americans  (ANA)  defines  self-sufficiency  as  the 
level  of  development  at  which  a  Native  American  community  can  control  and  internally  generate 
resources  to  provide  for  the  needs  of  its  members  and  meet  its  own  short  and  long  range  social 
and  economic  goals.  Social  and  economic  underdevelopment  is  the  paramount  obstacle  to  the 
self-sufficiency  of  Native  American  communities  and  families. 

Native  American  programs  include  financial  assistance  for  social  and  economic  development 
and  governance,  training  and  technical  assistance,  and  research,  demonstration  and  evaluation 
projects.  Assistance  is  provided  through  direct  grants,  contracts  and  interagency  agreements. 
Native  American  programs  and  their  policies  foster  a  balanced  developmental  approach  at  the 
community  level  through  three  major  goals:  (1)  Governance:  To  strengthen  Tribal  governments, 
Native  American  institutions  and  local  leadership  to  assure  local  control  over  all  resources;  (2) 
Economic  Development:  To  foster  the  development  of  stable,  diversified  local  economies  to 
provide  jobs  and  reduce  dependency  on  welfare  services;  and  (3)  Social  Development:  To 
support  local  access  to,  and  coordination  of,  services  and  programs  which  safeguard  the  health 
and  well-being  of  Native  Americans.  These  goals  are  based  on  the  premise  that  the  local  Native 
American  community  has  the  primary  responsibility  for  determining  its  own  needs,  for  planning 
and  implementing  its  own  programs,  and  for  building  an  economic  base  from  its  own  natural, 
physical,  and  human  resources. 

The  Administration  for  Native  Americans'  funding  policy  is  to  assist  Indian  Tribes  and  Native 
American  organizations  to  plan  and  implement  their  own  long-term  strategies  for  social  and 
economic  development.  This  funding  approach  moves  the  focus  from  increasing  dependency  on 
social  services  to  increasing  the  productivity  of  both  individuals  and  communities. 
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Funding  is  based  on  the  competitive  selection  of  applications  submitted  by  Indian  Tribes,  Alaska 
Native  Villages,  and  other  Native  American  organizations  representing  American  Indians, 
Alaskan  Natives,  Native  Hawaiians,  or  Pacific  Islanders.  Panels  of  outside  individuals  review 
and  rate  all  applications  according  to  published  criteria  and  seek  to  identify  proposals  most  likely 
to  produce  permanent,  beneficial  change  for  Native  American  communities.  Applicants  must 
state  specific,  measurable  goals  based  on  the  developmental  needs  of  the  community.  Upon 
completion  of  the  project  grantees  must  report  their  accomplishments.  Anticipated  results 
include  economic  development  through  new  business  development  and  job  creation,  improved 
organizational  effectiveness,  new  linkages  with  the  private  sector  economy,  remediation  of 
environmental  problems  causing  economic  harm,  and  improved  coordination  of  Federal  and  non- 
Federal  resources  to  meet  human  needs  in  a  developing  economy. 

Over  550  federally  recognized  Tribes  including  over  220  Alaska  Native  tribal  governments,  and 
about  250  Tribes  that  are  either  State-recognized  or  seeking  Federal  recognition.  All  Indian  and 
Alaska  Native  organizations,  Native  Hawaiian  communities,  and  Native  populations  in  Guam, 
American  Samoa,  and  the  Commonwealth  of  the  Northern  Mariana  Islands  are  eligible  for  ANA 
programs.  This  includes  non-federally  recognized  Tribes,  Urban  Indian  Centers,  small 
communities  in  rural  areas  of  Alaska  and  the  Pacific  Basin,  along  with  many  others  such  as 
Alaska  Native  villages,  multi-purpose  community-based  Indian  organizations,  and  consortia. 

Funding  for  the  Native  American  Programs  during  the  last  five  years  has  been  as  follows: 


1999    $34,857,879 

2000    $35,414,357 

2001    $45,989,000 

2002    $45,826,000 

2003    $45,196,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Native  American  Programs  is  $45,1 19,000,  which  is  $77,000  less  than 
the  FY  2003  President's  budget.  The  Native  American  programs  will  emphasize  self-sufficiency 
through  economic  development  and  governance  projects  that  will  develop  stable  local  diversified 
economies,  job  creation  and  entrepreneurship  and  lead  to  individual  and  tribal  self-sufficiency. 
FY  2004  funds  will  be  used  to  support  activities  that  cover  a  wide  range  of  interrelated 
governance  and  social  and  economic  development  efforts.  Such  activities  include  expansion  and 
creation  of  businesses  and  jobs  in  many  areas,  e.g.,  technology  development,  tourism,  specialty 
agriculture,  arts  and  crafts,  cultural  centers,  light  manufacturing,  health  care  systems,  housing, 
fishing,  and  fish  resources. 

In  FY  2004,  grants  made  under  the  Native  American  Languages  Program  will  ensure  the 
preservation  and  enhancement  of  Native  American  language  programs  through:  (a)  community- 
based  programs  that  bring  older  and  younger  Native  Americans  together  to  facilitate  then 
transfer  Native  American  languages;  (b)  training  Native  Americans  to  teach,  interpret,  or 
translate  Native  American  languages;  (c)  developing,  printing  and  disseminating  materials  to  be 
used  for  teaching  purposes;  (d)  training  Native  Americans  to  produce  or  participate  in  media 
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broadcasts  in  Native  American  languages;  and  compiling,  recording  and  preserving  Native 
American  languages.  These  projects  will  support  and  encourage  Tribal  elders  to  work  as  mentors 
with  youth  and  children,  such  as,  teaching  culture  and  language  in  Head  Start  and  other  child 
care  programs. 

Environmental  quality  has  a  direct  impact  on  the  ability  of  a  Native  American  community  to 
develop  economic  and  social  self-sufficiency.  In  FY  2004,  grants  made  under  the  Indian 
Environmental  Regulatory  Enhancement  Act  will  enable  tribes  to  plan,  develop  and  implement 
programs  designed  to  improve  their  capacity  to  regulate  environmental  quality  on  Indian  lands, 
in  accordance  with  Federal  and  tribal  laws  and  regulations. 
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Resource  and  Program  Data 
Native  American  Programs 


2UUJ 

2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary1 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support2 
Total,  Resources 

Program  Data: 

$41,125,446 

$40,371,000 

$40,371,000 

2,958,716 

2,525,000 

2,525,000 

1,689,160 

2,300,000 

2,223,000 

$45,773,322 

$45,196,000 

$45,119,000 

Number  of  Grants 
New  Starts: 

285 

245 

245 

# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

180 

133 

137 

$25,478,290 

$18,286,574 

$20,403,089 

105 

112 

108 

$15,647,156 

$22,084,426 

$19,967,911 

9 

7 

7 

$2,958,716 

$3,825,000 

$3,748,000 

9 

6 

6 

$1,689,160 

$1,000,000 

$1,000,000 

1  Includes  funding  for  $750,000  in  Congressional  earmarks. 

2  Includes  funding  for  information  technology  support,  contract  fees  and  interagency  agreements. 
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SOCIAL  SERVICES  RESEARCH  AND  DEMONSTRATION 


Authorizing  Legislation  -  Sections  1110, 413(h)  and  429A  of  the  Social  Security  Act. 


2002 

2003 

2004 

Increase 
or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$30,918,000 

$6,000,000 

$5,982,000 

-$38,000 

2004  Authorization.... Such  sums. 


Purpose  and  Method  of  Operation 

Social  Services  Research  and  Demonstration  funds  support  cutting-edge  research  and  evaluation 
projects  in  areas  of  critical  national  interest  Specifically,  Social  Services  Research  and 
Demonstration  funds  address  the  ACF's  goals  of:  1)  increased  stability  and  economic 
independence  for  American  families;  2)  improved  healthy  development  of  children  and  youth; 
and  3)  services  that  are  more  effective,  cost  less,  and  respond  better  to  customer  needs. 

Projects  are  conducted  through  grants,  contracts,  and  cooperative  agreements.  Evaluation  results, 
policy  implications,  and  data  from  projects  are  disseminated  to  other  Federal  agencies,  states, 
Congress,  researchers  and  others  through  publications  (including  final  reports  and  information 
memoranda),  the  Internet,  conferences,  and  workshops.  For  example,  in  2001-2002,  evaluations 
and  projects  were  funded  exploring  topics  such  as:  wel fare-to- work  strategies  for  the  hard-to- 
employ;  programs  to  strengthen  family  relationships  and  promote  healthy  marriage;  state  and 
local  implementation  of  activities  related  to  the  family  formation  goals  of  PRWORA;  and 
continuing  State  welfare  reform  efforts. 

Funding  for  the  Social  Services  Research  and  Demonstration  during  the  last  five  years  has 
been  as  follows: 


1999  $26,880,000 

2000  $27,491,000 

2001   $38,096,000 

2002  $30,918,000 

2003    $6,000,000 


The  Administration  for  Children  and  Families  benefited  from  its  participation  in  the  deliberations 
of  the  Research  Coordination  Council  (RCC)  in  coordinating  its  research  activities  across  the 
Department  for  Fiscal  Year  2004.  The  discussions  throughout  demonstrated  several  overlapping 
areas  of  focus  and  concern  among  the  Department's  programs  and  identified  new  opportunities 
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for  collaboration  and  joint  funding  among  OPDIVs.  Such  collaboration  and  coordination  could 
help  bolster  the  "one  Department"  concept. 

In  part  through  participation  in  the  RCC,  and  particularly  the  Human  Services  Workgroup,  ACF 
has  worked  to  ensure  that  FY  2004  planned  research,  demonstration  and  evaluation  activities 
align  with  the  Secretary's  and  the  President's  priority  areas.  Through  this  process  we  were  able 
to  target  initiatives  towards  departmental  priority  areas  and  identify  gaps  needing  further 
consideration  in  future  initiatives,  including  research  on  homeless  individuals  and  families,  non- 
bealth  related  research  on  low-income  individuals  with  disabilities  and  examining  the  use  of 
faith-based  and  community  organizations.  Overall,  the  opportunity  to  participate  in  the  RCC  has 
provided  an  efficient  mechanism  for  the  exchange  of  information  among  OPDIVS  regarding 
agency  research  and  evaluation  initiatives  that  has  begun  to  foster  greater  collaboration  and 
better  focus. 


Research  funding  in  ACF  is  included  in  several  appropriation  accounts,  and  is  aligned  with  the 
Departmental  research  priorities  listed  below: 


Research  Priority: 

I.    Working  Toward  Independence 

FY  2004 
Budget 
Request 
($  in  000s) 

44,800 

U,    Rallvine  the  Armies  of  Comoassion 

4.600 

m,  No  Child  Left  Behind 

141.500 

IV.  Promoting  Active  Aging  and  Improving  Long-term  Care 

V.    Protecting  and  Empowering  Specific  Populations 

VI.  Helping  the  Uninsured  and  Increasing  Access  to  Health  Care 

VII.  Realizing  the  Possibilities  of  21st  Century  Health  Care 

VID.  Ensuring  Our  Homeland  is  Prepared  to  Respond  to  Health  Emergencies 

DC.  Understanding  Health  Differences  and  Disparities-Closing  the  Gaps 

X.    Preventing  Disease,  Illnesses,  and  Injury 

XI.  Agency-specific  Priorities  (Building  Strong  Families) 

Total  RD&E 

190,900 

In  addressing  Research  Priority  I  ~  Working  Toward  Independence,  ACF  expects  to  continue  to 
work  closely  with  the  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation  (ASPE)  in 
funding  some  projects  jointly  and  providing  funding  support  for  others  in  areas  of  mutual 
interest.  ACF  has  actively  pursued  collaboration  with  ASPE  in  the  investigation  of  such  issues 
as  caseload  decline,  workforce  participation,  characteristics  of  leavers,  etc.,  relating  to  welfare 
reform.  Because  of  intense  public  interest  in  the  debate  that  preceded  the  passage  of  welfare 
reform  legislation,  the  operational  results  of  welfare  reform  and  findings  from  funded  projects 
are  important  to  the  Administration  and  the  Congress  for  policy  making  and  reauthorization  of 
legislation.  In  addition  to  collaboration  within  the  Department  in  the  funding  of  projects,  ACF 
has  also  forged  close  ties  with  the  Department  of  Labor  and  the  Department  of  Agriculture  in  the 
investigation  of  issue  areas  of  mutual  interest 
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Regarding  Priority  II,  ACF  recently  solicited  proposals  for  funding  research  and  conducting 
studies  related  to  social  services  provided  by  faith-based  and  community-based  organizations  in 
the  implementation  of  agency's  new  Compassion  Capital  Fund  program.  The  panelists  were 
drawn  from  programs  within  the  Department,  other  federal  agencies,  and  public/private 
organizations.  The  Compassion  Capital  Fund  focuses  on  the  following  priority  areas: 
homelessness,  hunger,  at-risk  children  and  youth,  transition  from  welfare  to  work,  or  intensive 
rehabilitation  services  for  those  most  in  need  such  as  addicts  and  prisoners.  Since  the  priority 
areas  cover  a  broad  spectrum  of  programs  offered  by  several  federal  agencies  (e.g.,  HUD,  DOL, 
DOE,  etc.)  and  the  activities  under  this  program  overlap  the  jurisdiction  of  several  agencies, 
ACF  expects  to  make  innovative  approaches  for  the  study  of  these  issues  in  cooperation  with 
them.  The  Human  Services  Workgroup  of  the  RCC  recommended  that  it  work  with  the  Center 
for  Faith  Based  and  Community  Based  Initiatives  to  develop  a  strategy  to  ensure  coordination  of 
ACF's  research  agenda  through  the  Compassionate  Capital  Fund  with  other  agencies  and  their 
faith-based  and  community-based  agendas. 

Regarding  Priority  ED,  Welfare  reform  has  particularly  turned  a  spotlight  on  the  well-being  of 
children  living  in  low-income  households.  Although  the  poverty  rate  among  children  has 
declined  in  recent  years,  there  are  children  with  multiple  service  needs  who  are  not  being  served. 
There  is  a  growing  recognition  that  the  child  must  serve  as  a  focus  of  social  services  programs 
that  cut  across  agencies.  ACF  expects  to  strengthen  its  ties  with  other  OPDIVs  such  as  NICHD 
and  CDC  and  other  federal  agencies  such  as  HUD  and  DOE  to  gain  a  better  understanding  of  the 
characteristics  and  needs  of  children  and  explore  the  funding  of  joint  projects. 

ACF  expects  that  a  rich  diversity  of  approaches  and  innovative  funding  mechanisms  will  roost 
likely  result  in  significant  program  improvements  and  efficiencies  in  conducting  its  RD&E 
activities  in  Fiscal  Year  2004. 

Rationale  for  the  Budget  Request 

The  FY  2004  budget  request  for  Social  Services  Research  and  Demonstration  funds  is 
$5,982,000.  This  request  assumes  separate  full  funding  for  research  and  evaluation  activities 
specified  and  pre-appropriated  in  the  proposed  reauthorization  of  the  Temporary  Assistance  for 
Needy  Families  (TANF)  program  and  related  provisions  of  the  Personal  Responsibility  and 
Work  Opportunity  Reconciliation  Act  (PRWORA). 

There  is  continuing  interest  and  need  for  sound  research  to  help  guide  state  and  local  efforts  to 
help  low-income  families  become  and  remain  economically  self-sufficient  and  to  strengthen 
families.  The  changes  brought  about  by  PRWORA  are  unprecedented  and  create  many  new 
opportunities  as  well  as  many  new  challenges.  ACF  will  make  careful,  strategic  decisions 
regarding  the  allocation  of  resources  to  continue  important  work  already  begun  and  address  the 
most  pressing  new  areas  needing  support.  Substantial  efforts  are  needed  to  develop  and  provide  . 
states  with  credible  information  in  making  decisions  in  all  areas  of  welfare  reform,  in  order  to 
promote  sound  and  effective  policy  and  program  decisions  particularly  in  areas'where  experience 
and  knowledge  are  limited  (e.g.,  working  with  individuals  with  multiple  barriers,  promoting 
healthy  marriages,  promoting  sustained  employment  and  advancement). 
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Serious  questions  remain  to  be  studied  and  more  are  arising  given  the  profound  transformations 
underway.  Program  evaluations  will  continue  to  be  designed  to  inform  national  and  state  policy 
and  to  provide  timely  feedback  to  states  and  communities.  They  will  include  both  descriptive 
and  impact  studies  of  welfare  reform  interventions  on  low-income  families'  employment  and 
economic  well-being,  positive  family  functioning  and  marriage,  and  children's  well-being. 
Important  areas  will  be  addressed  by  continuing  existing  work  and  through  new  projects. 

ACF  will  supplement  our  important  current  investments  by  addressing  other  important  areas 
such  as  child  care,  child  welfare,  and  systems  improvements.  The  objective  is  to  build  effective 
strategies  to  meet  the  TANF  family  formation  goals  and  address  other  vitally  important  areas. 
Some  of  the  additional  work  will  build  upon  numerous  studies  that  confirm  the  concern  that 
levels  of  child  abuse  and  neglect  remain  high  and  that  cases  coming  to  public  child  welfare 
agencies  are  more  complex  and  difficult  to  manage.  Further,  additional  research  is  needed  to 
help  states  and  communities  design  programs  to  work  more  effectively  with  multi-problem 
families.  Complementary  studies  are  needed  on  structural  decision-making  and  system 
dynamics;  capacity  building  to  promote  policy  and  practice-based  research;  and  sub-populations 
of  children  (e.g.,  infants  and  very  young  children).  The  various  efforts  to  help  create  a  complete 
picture  of  public  assistance  and  family  and  child  well-being  outcomes  must  include  mechanisms 
to  collect  accurate  data  from  states.  Accordingly,  ACF  will  work  with  states  to  improve  quality 
and  linkages  of  administrative  data  and  with  Census  and  other  organizations  to  ensure  national 
surveys  address  these  issues. 

In  addition,  ACF  will  be  working  with  funds  provided  by  CDC  to  implement  a  positive  youth 
development  initiative.  At  least  25  percent  of  adolescents  in  the  United  States  are  at  serious  risk 
of  not  achieving  a  "productive  adulthood"  and  face  such  risks  as  substance  abuse,  adolescent 
pregnancy,  school  failure,  and  involvement  with  the  juvenile  justice  system.  This  prevention 
effort  is  designed  to  reduce  risk  behaviors  by  promoting  healthy  lifestyle  choices  and  to  build 
youth  strengths  and  competencies.  While  risk  reduction  is  one  piece  of  the  initiative,  it  is  the 
building  of  assets,  providing  opportunity,,  and  focusing  on  a  healthy  lifestyle  that  sets  this 
innovative  effort  apart.  A  healthy  lifestyle  does  not  just  mean  avoiding  bad  habits  and  behaviors, 
but  also  engagement  in  positive  activities  and  connections  to  peers,  family,  schools,  and 
communities. 

Positive  interactions  and  coordination  between  and  among  multiple  agencies  working  with 
vulnerable  children  and  families  is  vital.  We  will  seek  input  from  many  sources  to  help  guide  our 
decisions  about  how  best  to  use  the  resources  available  to  select  among  the  many  important  areas 
needing  new  investments  while  continuing  to  support  the  important  work  already  begun. 
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Resource  and  Program  Data 
Section  1 1 10  -  Social  Services  Research  and  Demonstration 


FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 

$25,161,377 

$5,174,000 

$5,174,000 

Jw,UUU 

DUU,UUU 

1,925,000 

200,000 

200,000 

1,281,350 

126,000 

108,000 

Total,  Resources 
Program  Data: 

$30,917,727 

$6,000,000 

$5,982,000 

Number  of  Grants 

21 

10 

10 

New  Starts  : 

# 

6 

3 

3 

$ 

Continuations: 
# 
$ 

$2,000,000 

$1,850,000 

$1,832,000 

15 

8 

8 

$2,257,242 

$3,000,000 

$3,000,000 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

29 

2 

2 

$26,510,085 

$1,000,000 

$1,000,000 

6 

$150,400 

$150,000 

$150,000 

Includes  funding  for  information  technology  support,  conference  fees  and  printing  costs. 

Administration  for  Children  and  Families  Page  H-IJ5 

Justification  of  Estimates  for  Appropriations  Committees  Children  and  Families  Services  Programs 


1527 

COMPASSION  CAPITAL  FUND 


Authorizing  Legislation  -  Section  1 1 10  of  the  Social  Security  Act 


2002 
Enacted 

2003 

President's  Budget 

2004 
Estimate 

Increase 
or 

Decrease 

$29,949,000 

$100,000,000 

$100,000,000 

$0 

2004  Authorization.. 

..Such  sums. 

Purpose  and  Method  of  Operation 

The  Administration  is  committed  to  ensuring  that  the  Federal  government  plays  a  larger  role  in 
providing  support  to  charitable  organizations.  Successful  support  for  those  in  need  can  come 
from  many  sources,  and  we  must  broaden  our  efforts  to  work  with  faith-based  and  community- 
based  organizations.  These  organizations  are  closest  to  the  people  in  need;  they  have  a  stake  in 
the  community  and  have  a  history  of  providing  services  to  those  in  need.  In  order  to  build  upon 
the  efforts  of  charitable  organizations,  this  initiative  provides  funds  to  public/private  partnerships 
to  support  charitable  organizations  in  expanding  or  emulating  model  social  sendee  programs. 
These  capacity-building  entities  are  responsible  for  obtaining  private  matching  funds  as  well  as 
assisting  community  and  faith-based  organizations  in  seeking  private  funds. 

The  Compassion  Capital  Fund  supports  and  promotes  research  on  "best  practices"  among 
charitable  organizations.  Funds  are  used  to  assess  and  document  successful  models  that  could  be 
emulated  or  expanded  by  entities  that  are  recipients  of  the  Compassion  Capital  Fund. 

Funding  for  the  Compassion  Capital  Fund  program  during  the  past  two  years  has  been  as 
follows: 

2002   $29,949,000 

2003   $100,000,000 

Rationale  for  the  Budget  Request 

The  FY  2004  President's  Budget  for  the  Compassion  Capital  Fund  is  $100,000,000,  the  same  as 
the  FT  2003  President's  Budget.  These  funds  will  be  used  to  expand  the  number  of  public  and 
private  partnerships  engaged  in  this  critical  effort  and  to  identify  successful  models  for  providing 
social  services  by  charitable  organizations  located  in  the  communities  -  closest  to  the  people  in 
need. 
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Resource  and  Program  Data 
Compassion  Capital  Fund 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$2,217,159 

$1,500,000 

$1,500,000 

24,773,117 

94,000,000 

94,000,000 

2,195,001 

2,295,059 

2,295,059 

727,815 

2,204,941 

2,204,941 

$29,913,092 

$100,000,000 

$100,000,000 

Number  of  Grants 

25 

81 

81 

New  Starts: 
# 

25 

60 

$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

$25,631,926 

$69,226,883 

21 

81 

$24,773,117 

$94,000,000 

3 

3 

3 

$4,281,166 

$6,000,000 

$6,000,000 

Includes  funding  for  information  technology  support  and  grant/panel  reviews. 
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PROMOTION  AND  SUPPORT  OF  RESPONSIBLE  FATHERHOOD  AND  HEALTHY 
MARRIAGE 


Legislation  proposed  in  the  FY  2003  President's  Budget 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$0 

$20,000,000 

$20,000,000 

$0 

FY  2004  Authorization  $20,000,000  (as  proposed  in  the  President's  FY  2003  budget  request 

pending  Congressional  action). 


Purpose  and  Method  of  Operation 

This  Administration  is  committed  to  making  responsible  fatherhood  and  healthy  marriage 
national  priorities.  Nearly  25  million  children  in  the  United  States  are  growing  up  in  homes 
without  fathers.  These  children  face  a  greater  chance  of  living  in  poverty,  performing  poorly  in 
school,  and  developing  emotional  and  behavioral  problems. 

To  reverse  the  rise  in  father  absence  and  improve  the  well  being  of  our  Nation's  children,  this 
program  will  promote  and  support  involved,  committed,  and  responsible  fatherhood,  and 
encourage  the  formation  and  stability  of  healthy  marriages.  Funding  will  allow  public  entities 
and  nonprofit  community  entities,  including  faith-based  and  Indian  tribes  and  tribal 
organizations,  to  design  demonstration  service  projects  and  activities  to  test  promising 
approaches  to  improve  outcomes  for  children  by  encouraging  and  supporting  healthy  marriages 
and  responsible  fatherhood.  These  approaches  may  include  efforts  to  promote  responsible, 
caring  and  effective  parenting;  enhance  the  abilities  of  unemployed  or  low-income  fathers  to 
provide  material  support  for  their  families;  and  improve  the  ability  of  parents  to  effectively 
manage  family  business  affairs.  The  outcomes  for  children  with  respect  to  such  measures  as 
increased  family  income,  improved  school  performance,  better  health  and  a  reduction  in 
delinquency  among  others  will  help  encourage  and  facilitate  the  replication  of  effective 
approaches  to  accomplishing  these  objectives. 

In  addition,  funds  may  be  used  for  grants  to  two  multicity,  multistate  projects  demonstrating 
promising  approaches  to  promoting  responsible,  committed  and  involved  fatherhood  and  healthy 
marriages.  One  of  the  projects  would  test  the  use  of  married  couples  to  deliver  program  services. 
The  funds  also  may  be  used  to  support  projects  of  national  significance  relating  to  fatherhood 
promotion,  including  collection  and  dissemination  of  information,  public  education  campaigns, 
and  technical  assistance. 
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Rationale  for  Budget  Request 

The  FY  2004  budget  request  is  $20,000,000,  the  same  amount  as  the  FY  2003  President's 
Budget  request  This  funding  will  continue  to  spur  increased  State  and  community  level 
approaches  to  assist  fathers  to  be  more  actively  and  productively  involved  in  the  lives  of  their 
children. 
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Resource  and  Program  Data 
Promotion  and  Support  of  Responsible  Fatherhood 


2002 

?nn^ 
President's 

2004 

Resource  Data: 

Actual 

Budget 

Estimate 

Service  Grants: 

Formula 

Discretionary' 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

$17,000,000 

$17,000,000 

950,000 

950,000 

2,000,000 

2,000,000 

50,000 

50,000 

$20,000,000 

$20,000,000 

Program  Data: 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 

30 

30 

30 

$17,000,000 

# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
S 

30 

$17,000,000 

5 

5 

$2,950,000 

$2,950,000 

1  This  includes  funding  for  panel  reviews  and  conference  fees. 
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COMMUNITY  SERVICES  BLOCK  GRANT 


Authorizing  Legislation  -  Legislation  is  proposed  to  reauthorize  Section  674  (a)  of  the 
Community  Services  Block  Grant  Act. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$649,967,000 

$570,000,000 

$494,964,000 

-$75,036,000 

2004  Authorization. ...$494,964,000  (proposed  in  reauthorization). 


Purpose  and  Method  of  Operation 

The  Community  Services  Block  Grant  program  provides  grants  to  States,  territories  and  Indian 
Tribes  to  provide  services  and  activities  to  reduce  poverty,  including  services  to  address 
employment,  education,  better  use  of  available  income,  housing  assistance,  nutrition,  energy, 
emergency  services,  health,  and  substance  abuse  needs.  Each  State  submits  an  annual 
application  and  certifies  that  the  State  agrees  to  provide:  (1)  a  range  of  services  and  activities 
having  a  measurable  and  potentially  major  impact  on  causes  of  poverty  in  communities  where 
poverty  is  an  acute  problem;  and  (2)  activities  designed  to  assist  low-income  participants, 
including  the  elderly,  to  become  self-sufficient. 

Funds  are  allocated  to  50  States  and  the  District  of  Columbia,  Puerto  Rico,  Guam,  American 
Samoa,  the  Virgin  Islands,  the  Northern  Marianas,  and  State-  and  federally-recognized  Indian 
Tribes.  Allocations  are  based  on  relative  percentages  of  1981  funding  levels  under  Section  221 
of  the  Economic  Opportunity  Act  of  1964  as  amended.  The  Community  Services  Block  Grant 
Act  requires  States  to  pass  through  90  percent  of  the  Federal  funds  allocated  to  eligible  entities, 
which  in  most  cases  are  Community  Action  Agencies  (CAAs). 

Funding  for  the  Community  Services  Block  Grant  during  the  past  five  years  has  been  as  follows: 


1999   $499,828,821 

2000   $527,615,000 

2001  ..$599,991,000 

2002  $649,967,000 

2003  $570,000,000 


Rationale  for  the  Budget  Request 

The  FY  2004  President's  Budge:  proposes  to  reauthorize  the  Community  Services  Block  Grant 
with  a  funding  level  of  $494,964,000,  a  reduction  of  $75,036,000  from  the  FY  2003  President's 
Budget  The  budget  request  for  FY  2004  reflects  a  lack  of  strong  performance  data  for  the 
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CSBG  program.  In  the  2004  reauthorization  of  the  CSBG  statute,  the  Administration  proposes  to 
require  that  all  states  develop  consistently  applied  performance  measures  to  ensure  that  all  CAAs 
and  other  agencies  administering  CSBG  can  assess  their  program  outcomes,  and  are  accountable 
for  the  services  supported  by  the  program.  Organizations,  including  those  historically  designated 
CAAs  that  are  not  found  to  be  performing  at  an  acceptable  performance  target  may  lose  their 
designation  as  a  service  provider  for  CSBG  if  acceptable  corrections  are  not  made.  A  state-ran 
competition  will  be  held  to  designate  a  new  CAA  to  replace  the  agency  that  fails  to  meet 
acceptable  standards.  Faith-based  organizations,  as  well  as  other  non-govemmeutal  community 
organizations,  will  be  eligible  to  apply  for  funding  under  the  proposed  revised  authority. 
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Resource  and  Program  Data 
Community  Services  Block  Grant 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support' 
Total,  Resources 

Program  Data: 

Number  of  Grantees 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

$639,739,745 

$560,952,330 

$487,170,915 

7,057,500 

6,872,443 

5,653,858 

3,160,731 

2,175,227 

2,139,227 

$649,957,976 

$570,000,000 

$494,964,000 

230 

203 

166 

174 

148 

159 

$642,649,536 

$562,140,409 

$489,344,670 

56 

55 

7 

$3,954,364 

$4,234,364 

$1,850,000 

16 

6 

7 

$1,482,683 

$1,952,370 

$1,978,887 

8 

1 

1 

$678,900 

$200,000 

$250,000 

Includes  funding  for  grant/pand  reviews  and  staff  support  and  associated  overhead  costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Communis 

f  Services  Block 

Grant  (CFDA  #93.569) 

FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

$11,863,397 

$10  402  155 

-$1,368,210 

Alaska 

2,500,855 

2,192,861 

]  904,437 

-288,425 

Arizona 

5,282,219 

4  fill  685 

4,022,485 

-609,200 

Arkansas 

8,796,789 

7,713,417 

6*698*880 

-1,014,537 

California 

57,691,142 

50,586,165 

43,932,625 

-6,653,540 

Colorado 

5,619,133 

4  997  1 06 

4  279  050 

-648,057 

Connecticut 

7,803,603 

6  842  547 

5,942  555 

-899,992 

Delaware 

3,420,085 

7  998  883 

2  604  441 

-394,440 

District  of  Columbia 

10,628,939 

9,319,928 

8,094,088 

-1,225,839 

Florida 

18,802,673 

16*487*022 

143 18,503 

-2,168,519 

Georgia 

17,402,343 

11  9<»9  139 

-2,007,018 

Hawaii 

3,420,085 

7  QQR  R81 

?  fi04  443 

-394*440 

Idaho 

3,360,528 

2,946,661 

2,559,090 

-387,571 

Illinois 

30,560,513 

26,796,820 

23,272,265 

-3,524,555 

Indiana 

9.419,843 

8,259,738 

7,173,344 

-1,086,394 

Iowa 

7,001,652 

-807,503 

Kansas 

5,280,229 

4,629,940 

4,020,969 

-608,971 

Kentucky 

1 0*906^537 

9*563*338 

8305*483 

-1,257*855 

Louisiana 

15,187,724 

13317*274 

11*565*668 

-1,751,606 

Maine 

3,417,014 

2,996,190 

2,602,105 

-394,085 

Maryland 

8,876,984 

7,783,735 

6,759,950 

-1,023,786 

Massachusetts 

16,125,390 

14*139*461 

12*279*714 

-1,859,747 

Michigan 

23,960,398 

21*009*545 

18*246*184 

-2,763,361 

Minnesota 
Mississippi 

7,785,096 

6*826*319 

5.928i461 

-897,858 

10,289,652 

9,022,426 

7,835,716 

-1,186,709 

Missouri 

17,902,020 

1  ^  fi07  9RO 

13,632,643 

-2,064,646 

Montana 

3,201,394 

2,807,125 

2,437,907 

-369*2 18 

Nebraska 

4,509,434 

3,954,073 

3,433,998 

-520,075 

Nevada 

3,420,085 

2,998,883 

2.604,443 

-394,440 

New  Hampshire 

3,420,085 

2,998,883 

2,604,443 

-394,440 

New  Jersey 

17,701,412 

15,521,387 

13,479,877 

-2,041,510 

New  Mexico 

3,631,397 

3,184,171 

2,765,360 

-418,810 

New  York 

56,148,927 

49,233,882 

42,758,207 

-6,475,676 

North  Carolina 

16,963,303 

14,874,180 

12,917,797 

-1,956,384 

North  Dakota 

3,203,898 

2,809,321 

2.439,814 

-369,507 
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FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

25,218,283 

22,112,515 

19,204,081 

-2,908,434 

Oklahoma 

8,101,537 

7,103,789 

6,169,436 

-934,353 

Oregon 

5,158324 

4,523,048 

3,928,137 

-594,911 

Pennsylvania 

27,389,723 

24,016,528 

20,857,662 

-3,158,866 

Rhode  Island 

3,576,262 

3,135,826 

2,723,374 

-412,452 

South  Carolina 

9,950^65 

8,724,924 

7,577,344 

-1,147,579 

South  Dakota 

3,091,477 

2,710,745 

2,354,204 

-356,541 

Tennessee 

12,744,857 

11,175,259 

9,705,390 

-1,469,869 

Texas 

31,152,723 

27,316,096 

23,723,242 

-3,592,855 

Utah 

3,342,244 

2,930,629 

2,545,166 

-385,462 

Vermont 

3,420,085 

2,998,883 

2,604,443 

-394,440 

Virginia 

10357,509 

9,081,926 

7,887390 

-1,194,535 

Washington 

7,618,168 

6^679^949 

5,801,343 

-878^606 

^^est  Virginia 

7,242,237 

6,350,316 

5,515,066 

-835,250 

Wisconsin 

7,871,460 

^902'047 

5'994^229 

-907,818 

Wyoming 

3,420,085 

2,998,883 

2,604,443 

-394,440 

Subtotal 

605,160,115 

530,631369 

460,838,035 

-69,793334 

Tribes 

3,905,539 

3,424,551 

2,974,123 

-450,427 

American  Samoa 

889,110 

779,611 

677,070 

-102,541 

Guam 

841,474 

737,842 

640,794 

-97,047 

Northern  Mariana  Islands 

527^143 

462^222 

401^427 

-60J96 

Puerto  Rico 

27,254,006 

23,897,528 

20,754,313 

-3,143,214 

Virgin  Islands 

1,162,358 

1,019,207 

885,152 

-134,055 

Subtotal 

34,579,630 

30320,961 

26,332,880 

-3,988,081 

Total  States/Territories 

639,739,745 

560,952330 

487470,915 

-73,781,415 

Discretionary  Funds 

3,160,731 

2,175,227 

2,139,227 

-36,000 

Technical  Assistance 

7,057,500 

6,872,443 

5,653,858 

-Ul  8,585 

Subtotal  adjustments 

10,218,231 

9,047,670 

7,793,085 

-1,254,585 

TOTAL  RESOURCES 

$649,957,976 

$570,000,000 

$494,964,000 

-$75,036,000 
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COMMUNITY  SERVICES  DISCRETIONARY  ACTIVITIES 

Authorizing  Legislation  -  Legislation  is  proposed  to  reauthorize  section  674(b)(3)  and  680  of  the 
Community  Services  Block  Grant  Act. 


2002 
Enacted 

2003 
President's 
Budget 

2004 
Estimate 

Increase 
or 

Decrease 

Community  Economic 

Development 

$26,976,000 

527,017,000 

$26,939,000 

-$78,000 

Rural  Community 

Facilities 

7,000,000 

6,161,000 

0 

-6,161,000 

Total,  BA 

$33,976,000 

$33,178,000 

$26,939,000 

-$6,239,000 

2004  Authorization... .$26,939,000  (proposed  in  reauthorization). 


Purpose  and  Method  of  Operation 

Community  Services  Discretionary  grants  are  provided  to  private,  locally-initiated  community 
development  corporations  which  sponsor  enterprises  providing  employment,  training,  and 
business  development  opportunities  for  low-income  residents;  to  public  and  private  non-profit 
agencies  for  activities  benefiting  migrant  and  seasonal  farm  workers;  and  to  public  and  private 
organizations  to  carry  out  programs  in  rural  housing  and  community  facilities  development. 

Rationale  for  the  Budget  Request 

The  FY  2004  President's  Budget  request  for  the  Community  Economic  Development  program  is 
$26,939,000,  a  reduction  of  $78,000  from  the  FY  2003  President's  Budget.  As  part  of  its 
reauthorization  package,  the  Admini  strati  on  proposes  to  expand  the  pool  of  applicants  in  this 
program  by  redefining  the  eligible  entities  that  may  receive  funding  to  include  not  only 
community  development  corporations  as  designated  by  grandfathered  statutes,  but  to  embrace 
other  private,  faith-based  and  community-based  organizations. 

Based  on  previous  program  results,  it  is  anticipated  that  approximately  70  grants  will  be  awarded 
resulting  in  approximately  70  new  businesses  being  started  or  expanded,  and  more  than  2,200 
people  being  employed  in  full-time  permanent  jobs. 

The  FY  2004  request  for  the  Rural  Community  Facilities  program  is  zero,  a  reduction  of 
$6,161,000  from  the  FY  2003  President's  Budget.  The  social  services  provided  under  this 
program  are  redundant  with  similar  programs  currently  provided  through  the  Environmental 
Protection  Agency  Rural  Community  Assistance  Program,  the  Department  of  Agricultural  Rural 
Deveiopment  programs,  and  the  Department  of  Housing  and  Urban  Development.  The 
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authorization  for  this  program  expires  at  the  end  of  FY  2003.  The  A&ninistration  is  not 
requesting  reauthorization. 
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Resource  and  Program  Data 
Community  Economic  Development 


2002 

2003 
President's 

2004 
Fstimaie 

Actual 

Budget 

Resource  Data: 

Ovi  VivV  V_iA  C1J i  10 . 

Formula 

$23,282,357 

Di  scretionary 

$24,729,699 

$23,380,720 

Research/Eval  uati  on 

772,253 

800,000 

800,000 

800,000 

Demonstration/Deve]opment 

250,000 

800,000 

269,393 

Training/Technical  Assistance 

399,830 

270,000 

Program  Support1 

824,218 

1,766,280 

1,787,250 

Total,  Resources 

$26,976,000 

$27,017,000 

$26,939,000 

Program  Data: 

Number  of  Grants 

86 

70 

70 

New  Starts: 

# 

86 

51 

55 

$24  729  699 

$15  231  460 

$15  151  750 

all*/,  1    i  ,  /  JU 

# 

19 

15 

s 

$8,419,260 

$8,400,000 

Contracts: 

# 

2 

7 

7 

$1,683,011 

S 

$3,366,2802 

$3,387,250 

Interagency  Agreements: 

# 

3 

S 

$563,290 

3 

1  Includes  funding  for  information  technology  support,  grant/panel  reviews  and  printing  costs. 

2  The  increase  is  due  to  the  shift  of  doing  business  with  the  Department  of  Interior's  contracting  office,  Gov.  Works 
from  an  interagency  agreement  to  a  purchase  order  requisition. 

3  The  decrease  is  due  to  the  shift  of  doing  business  with  Department  of  Interior's  contracting  office,  Gov.  Works 
from  an  interagency  agreement  to  a  purchase  order  requisition. 
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Resource  and  Program  Data 
Rural  Community  Facilities 


2003 
President's 
Budget 

2002 
Actual 

2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

56,572,471 

$5,731,000 

396,585 

385,000 

30,944 

45,000 

$7,000,000 

$6,161,000 

Pro2ram  Data: 

Number  of  Grants 

7 

7 

New  Starts: 

# 

7 

$ 

$6,572,471 

Continuations: 

1 
i 

# 

7 

$ 

$5,731,000 

Contracts: 

# 

2 

2 

$ 

$400,000 

$430,000 

Interagency  Agreements: 
# 
$ 

2 

$27,529 

2 

1  Includes  funding  for  information  technology  support  and  grant/panel  reviews. 

2  The  decrease  is  due  to  the  shift  of  doing  business  with  Department  of  Interior's  contracting  office,  Gov.  Works 
from  an  interagency  agreement  to  a  purchase  order  requisition. 
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JOB  OPPORTUNITIES  FOR  LOW-INCOME  INDIVIDUALS  (JQLD 


Authorizing  Legislation  -  Title  V,  Section  505  of  the  Family  Support  Act  of  1998,  P.  L.  100-485 
and  Section  1 12  of  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  1996, 
P.  L.  104-193,  as  amended. 


Increase 

2002 

2003 

2004 

or 

Eb  acted 

President's  Budget 

Estimate 

Decrease 

$5,500,000 

$5,500,000 

$5,497,000 

-$3,000 

2004  Authorization. .  ..$25,000,000. 


Purpose  and  Method  of  Operation 

The  Job  Opportunities  for  Low -Income  Individuals  program  provides  grants  on  a  competitive 
basis  to  non-profit  organizations  to  create  new  employment  and  business  opportunities  for  TANF 
recipients,  and  other  low-income  individuals  through  projects  that  include  self-employment, 
micro-enterprise,  expansion  of  existing  businesses,  new  business  ventures  and  strategies  of 
developing  or  creating  new  jobs  or  employment  opportunities. 

Funding  for  the  Job  Opportunities  for  Low-Income  Individuals  program  during  the  past 
five  years  has  been  as  follows: 


1999   $5,500,000 

2000  ...  ;   $5,500,000 

2001   $5,500,000 

2002   $5,500,000 

2003   $5,500,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Job  Opportunities  for  Low-Income  Individuals  (JOLI)  program  is 
$5,497000,  a  reduction  of  $3,000  from  the  FY  2003  President's  Budget.  Based  on  previous 
program  results,  it  is  anticipated  that  7  grants  will  be  awarded.  These  grants  will  create 
approximately  650  jobs  for  TANF  recipients  and  other  low-income  individuals  whose  income 
does  not  exceed  1 00  percent  of  the  official  poverty  guidelines.  Grants  are  made  to  nonprofit 
501(c)(3)  or  (4)  organizations  to  develop  job  creation  projects  through  self-employment,  micro- 
enterprise  and  new  business  ventures.  Grants  also  may  be  made  for  technical  and  financial 
assistance  to  private  employers  in  the  community  that  will  result  in  the  creation  of  full-time 
permanent  jobs  for  the  eligible  program  participants. 
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Resource  and  Program  Data 
Job  Opportunities  for  Low-Income  Individuals  (JOLI) 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Discretionary 
Research/Evaluation 

$4,466,756 

$3,986,779 

$3,986,779 

Demonstration/Development 
Training/Technical  Assistance 
Program  Support 1 
Total,  Resources 

Program  Data: 

545,000 

650,000 

650,000 

488,244 

863,221 

860,221 

$5,500,000 

$5,500,000 

$5,497,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

7 

7 

7 

7 

7 

7 

$4,466,756 

$3,986,779 

$3,986,779 

6 

6 

$545,000 

$1,513,2212 

$1,510,221 

2 

$488,244 

1  Includes  funding  for  information  technology  support,  grant/panel  reviews,  conferences  and  printing. 

2  The  shift  is  due  to  changing  an  IAA  w/the  Department  of  Interior's  contracting  office,  Gov.  Works  to  a  purchase 
order  requisition. 
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NATIONAL  YOUTH  SPORTS 


Authorizing  Legislation  -  Section  682  of  the  Community  Services  Block  Grant  Act  Legislation 
expires  on  September  30, 2003. 


Increase 

2002                         2003  2004 
Enacted             President's  Budget  Estimate 

or 

Decrease 

$17,000,000                    $0  $0 

$0 

2004  Authorization.  ...$0  (reauthorization  not  requested). 

Purpose  and  Method  of  Operation 

The  National  Youth  Sports  program  issues  a  grant  to  an  eligible  service  provider  to  administer 
national  or  regional  programs  to  provide  instructional  activities  for  low-income  youth. 

Funding  for  the  National  Youth  Sports  program  during  the  past  five  years  h 
follows: 

as  been  as 

1999   $15,000,000 

2000   $15,000,000 

2001   $16,000,000 

2002   $17,000,000 

2003   $0 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  National  Youth  Sports  program  is  zero,  tiie  same  as  the  FY  2003 
President's  Budget.  States  can  provide  similar  services  with  greater  flexibility  through  use  of  the 
Community  Services  Block  Grant  funds.  This  program  expires  at  the  end  of  2003.  The 
Administration  is  not  seeking  reauthorization. 
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Resource  and  Program  Data 
National  Youth  Sports 


2002 

2003 
President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 

517,000,000 

Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$17,000,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

1 

1 

»  $17,000,000 
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COMMUNITY  FOOD  AND  NUTRITION 


Authorizing  Legislation  -  Section  681  of  the  Community  Services  Block  Grant  Act. 
Legislation  expires  on  September  30, 2003. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$7312,000 

$6,657,000 

$0 

-$6,657,000 

2004  Authorization. .  ..$0  (reauthorization  not  requested). 
Purpose  and  Method  of  Operation 


The  Community  Food  and  Nutrition  program  provides  grants  to  public  and  private  agencies  at 
the  local  and  State  level  to:  (1)  coordinate  existing  food  assistance  resources;  (2)  assist  in 
identifying  sponsors  of  child  nutrition  programs  and  initiating  new  programs  in  under-served  and 
unserved  areas;  and  (3)  develop  innovative  approaches  at  the  State  and  local  level  to  meet  the 
nutrition  needs  of  low-income  people. 

The  authorizing  legislation  mandates  that  60  percent  of  the  amount  appropriated,  up  to 
$6,000,000,  is  to  be  allocated  to  States  for  statewide  programs  and  40  percent  is  to  be  awarded 
on  a  competitive  basis.  Under  current  law,  amounts  appropriated  in  excess  of  $6,000,000  are 
allotted  as  followed:  (1)  40  percent  of  such  excess  is  to  be  allotted  to  eligible  agencies  for 
statewide  grants;  (2)  40  percent  of  such  excess  is  to  be  awarded  on  a  competitive  basis  for  local 
and  statewide  programs;  and  (3)  20  percent  of  such  excess  is  to  be  awarded  on  a  competitive 
basis  for  nationwide  programs,  including  programs  benefitmg>Native  Americans  and  migrant 
farm  workers.  The  authorizing  legislation  for  this  program  expires  at  the  end  of  Fiscal  Year 
2003. 

Funding  for  the  Community  Food  and  Nutrition  program  during  the  past  five  years  has 
been  as  follows: 


1999   $4,997,215 

2000   $6,315,000 

2001....   $6,314,000 

2002   $7,312,000 

2003   $6,657,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Community  Food  and  Nutrition  program  is  zero,  a  reduction  of 
$6,657,000  from  the  FY  2003  President's  Budget.  States  currently  receive  similar  assistance 
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through  programs  housed  within  the  Department  of  Agriculture  Food  and  Nutrition  Service. 
This  program's  legislative  authority  expires  at  the  end  of 2003.  The  Administration  is  not 
seeking  reauthorization. 
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Resource  and  Program  Data 
Community  Food  and  Nutrition 


2003 

2002 
Actual 

President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

$4,125,600 

$3,8627800 

2,623,045 

1,891,071 

562,495 

903,129 

$7,311,140 

$6,657,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 

Contracts: 

$ 

Interagency  Agreements: 

# 
$ 

100 

90 

100 

89 

$6,748,645 

$5,622,471 

1 

$131,400 

1 

4 

$1,019 

$903,129 

2 

$561,476 

1  Includes  funding  for  information  technology  support,  grant/panel  reviews  and  printing. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Community  Food  and  Nutrition  (CFDA  #93371) 


FY  2002 

FY  2003  1 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget  j 

Estimate 

+/-2003 

Alabama 

$86,281 

$80,785 

$0 

-$80,785 

Alaska 

15.000 

14,045 

0 

-14.045 

Arizona 

56.222 

52,641 

0 

-52,641 

Arkansas 

51,870 

48.566 

0 

-48.566 

California 

/IOC  A{\A 

454,484 

0 

-454,484 

Colorado 

50.874 

47.633 

0 

-47,633 

Connecticut 

22,011 

20.609 

0 

-20,609 

Delaware 

15,000 

14.045 

0 

-14,045 

District  of  Columbia 

15,000 

14,045 

0 

-14,045 

Florida 

213.425 

199.830 

0 

-199.830 

Georgia 

112.455 

105292 

0 

-105292 

Hawaii 

15.000 

14,045 

0 

-14.045 

saho 

18.993 

17,783 

0 

-17,783 

iilinois 

188.676 

176.657 

0 

-176,657 

Indiana 

"7/1  ,4*71 

n 

u 

1A  A1^ 

-  /4.4  / 1 

Iowa 

32.658 

30.578 

0 

-30378 

Kansas 

30.417 

28,479 

0 

-28.479 

Kentucky 

69,907 

65.454 

0 

-65.454 

Louisiana 

105,582 

98,856 

0 

-98,856 

Maine 

17.898 

16.758 

0 

-16,758 

Maryland 

56,033 

52,464 

0 

-52.464 

Massachusetts 

68.99  J 

64.596 

0 

-64.596 

Michigan 

148.379 

138,927 

0 

-138.927 

Minnesota 

59.838 

56.026 

0 

-56.026 

Mississippi 

73,761 

69.062 

0 

-69.062 

Missouri 

79.299 

74248 

0 

-74248 

Montana 

15.657 

14.660 

0 

-14.660 

Nebraska 

18,903 

17.699 

0 

-17,699 

Nevada 

15,806 

14,799 

0 

-14,799 

New  Hampshire 

15,000 

14,045 

0 

-14,045 

New  Jersey 

85,554 

80.104 

0 

-80,104 

New  Mexico 

35,885 

33.599 

0 

-33,599 

New  York 

293,680 

274,973 

0 

-274,973 

North  Carolina 

96.649 

90,492 

0 

-90,492 

North  Dakota 

15.000 

14.045 

0 

-14,045 
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FY  2002 

FY 

2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres. 

Budget 

Estimate 

+/-  2003 

Ohio 

146,666 

137,323 

0 

-137,323 

Oklahoma 

52,129 

48,808 

0 

-48,808 

Oregon 

33,674 

31,529 

0 

-31,529 

Pennsylvania 

154,833 

144,970 

0 

-144,970 

Rhode  Island 

15,000 

14,045 

0 

-14,045 

South  Carolina 

61,013 

57,126 

o 

-57,126 

South  Dakota 

15,000 

14,045 

o 

-14,045 

Tennessee 

93,681 

87,714 

0 

-87,714 

Texas 

302^246 

282,993 

0 

-282,993 

Utah 

17,250 

16,151 

0 

-16,151 

Vermont 

15,000 

14,045 

0 

-14,045 

Virginia 

77,227 

72308 

o 

-72,308 

Washington 

58,304 

54,590 

o 

-54,590 

West  Virginia 

37,080 

34,718 

o 

-34,718 

Wisconsin 

53,483 

50,076 

o 

-50,076 

Wyoming 

15,000 

14,045 

o 

-14,045 

Subtotal 

3,908^232 

3,659,278 

o 

-3,659,278 

Tribes 

0 

0 

0 

0 

Migrant  Program 

0 

0 

0 

0 

American  Samoa 

1,970 

1,845 

0 

-1,845 

Guam 

1.849 

1.731 

0 

-1,731 

Northern  Mariana  Islands 

1,000 

936 

0 

-936 

Palau 

0 

0 

0 

0 

Puerto  Rico 

209,083 

195,764 

0 

-195,764 

Virgin  Islands 

3,466 

3,245 

0 

-3,245 

Subtotal 

217368 

203,522 

0 

-203,522 

Total  States/Territories 

4,125,600 

3,862,800 

0 

-3,862300 

Discretionary  Funds 

3,185,540 

2,794,200 

0 

-2,794,200 

Subtotal  adjustments 

3,185^40 

2,794,200 

0 

-2,794,200 

TOTAL  RESOURCES 

$7311,140 

$6,657,000 

$0 

-$6,657,000 
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INDIVIDUAL  DEVELOPMENT  ACCOUNTS 


Authorizing  Legislation  -  Legislation  is  proposed  to  reauthorize  section  416  of  the  Assets  for 
Independence  Act,  as  amended. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$24,943,000 

$24,990,000 

$24,912,000 

-$78,000 

2004  Authorization.... $25,000,000  (proposed  in  reauthorization). 
Purpose  and  Method  of  Operation 


The  Individual  Development  Accounts  (IDA)  demonstration  program  will  help  deterrnine:  (1) 
the  social,  civic,  psychological  and  economic  effects  of  providing  to  individuals  and  families 
with  limited  means  an  incentive  to  accumulate  assets  hy  saving  a  portion  of  their  earned  income; 
(2)  the  extent  to  which  an  asset-based  policy  that  promotes  saving  for  post-secondary  education, 
home  ownership,  and  micro-enterprise  development  may  be  used  to  enable  individuals  and 
families  with  limited  means  to  increase  their  economic  self-sufficiency;  and  (3)  the  extent  to 
which  an  asset-based  policy  stabilizes  and  improves  families  and  the  communities  in  which  they 
live.  This  demonstration  program  supports  the  work  that  States  and  community-based 
organizations  are  doing  in  support  of  ID  As  and  other  asset-based  development  strategies. 

ID  As  are  dedicated  savings  accounts  that  can  be  used  for  purchasing  a  first  home,  paying  for 
post  secondary  education,  or  capitalizing  a  business.  These  investments  are  associated  with 
extremely  high  rates  of  return  that  have  the  potential  to  bring  a  new  level  of  economic  and 
personal  security  to  families  and  communities.  Participants  are  able  to  make  emergency 
withdrawals  in  limited  circumstances  but  must  pay  back  such  withdrawals  within  12  months. 

Non-profit  501(c)(3)  organizations  are  eligible  to  apply  for  the  funds  as  individual  organizations 
or  jointly.  In  addition,  a  State  or  local  government  agency,  or  a  tribal  government  may  submit  an 
application  jointly  with  one  or  more  non-profit  organizations.  Collaboration  with  a  financial 
institution  or  for-profit  community  development  corporation  is  permitted.  States  that  have  made 
at  least  a  $1  million  commitment  (with  non-Federal  funds)  to  a  statewide  IDA  program  as  of  the 
date  of  enactment  are  eligible  for  direct  funding  from  the  Department  of  Health  and  Human 
Services.  "Grandfathered"  States  do  not  have  to  comply  with  certain  sections  of  the  Act.  The 
President's  2004  Budget  requests  reauthorization  of  the  program  including  an  amendment  to 
include  faith-based  organizations  in  the  definition  of  entities  eligible  to  administer  the  program. 

Applicants  must  raise  private  and  public  (non-federal)  funds  to  receive  a  federal  grant  The 
leveraging  requirement  is  effectively  1:1  in  that  the  federal  grant  cannot  exceed  the  non-federal 
funds  raised  for  the  project,  nor  can  federal  matches  into  ID  As  exceed  the  non-federal  matches. 
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The  maximum  federal  grant  is  $1  million  per  year.  The  President's  2004  proposal  seeks  to  raise 
this  limit  to  $2  million. 

Funding  for  the  Individual  Development  Accounts  program  during  the  past  four  years  has 
been  as  follows: 


2000   $9,998,000 

2001   $24,891,000 

2002  .   $24,943,000 

2003   $24,990,000 


Rationale  for  the  Budget  Request 


The  FY  2004  request  for  the  Individual  Development  Accounts  program  is  $24,990,000,  a 
reduction  of  $78,000  from  the  FY  2003  President's  Budget.  This  amount  will  fund  an  estimated 
69  grants  that  will  provide  on-going  support  for  the  EDA  program,  thereby  allowing  additional 
low-income  individuals  and  families  to  save  money  and  increase  economic  self-sufficiency. 
Since  the  creation  of  this  program  in  the  1998  Assets  for  Independence  Act,  more  than  5,000 
individual  development  accounts  have  opened  and  thousands  of  families  are  moving  steadily 
toward  accruing  assets.  The  creation  of  this  demonstration  program  was  a  significant  step 
forward  in  exploring  unique  strategies  to  empower  low-income  Americans.  The  President's 
Budget  seeks  reauthorization  of  this  demonstration  program  to  examine  the  benefits  of  a  matched 
asset-accumulation  program  in  assisting  economically  disadvantaged  families  and  communities 
move  toward  self  sufficiency. 
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Resource  and  Program  Data 
Individual  Development  Accounts 


2002 
Actual 

2003 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstrati  on/Development 
Training/Technical  Assistance 
Program  Support1 

$512,500 

$512,500 

$512,500 

21,040,988 

20,404,248 

20,673,222 

2,147^29 

1,800,000 

1,800,000 

1,230,705 

2,273,2522 

1,926,278 

Total,  Resources 

$24,931,522 

$24,990,000 

$24,912,000 

Proeram  Data: 

Number  of  Grants 
New  Starts: 
M 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

69 

65 

69 

67 

63 

67 

$16,655,039 

$15,875,044 

$17,173,222 

2 

2 

2 

.  $2,000,000 

$2,000,000 

$2,000,000 

6 

9 

9 

$3,872,776 

$5,828, 1233 

$4,601,616 

4 

3 

1 

$2,003,546 

$483,6084 

$305,808 

1  Includes  nmding  for  information  technology  support,  grant/panel  reviews,  contract/printing  costs  and  staff 
support. 

2  The  increase  is  an  investment  in  building  the  program  management  and  infrastructure  of  the  IDA  program.  This 
strategy  is  designed  to  increase  the  quality  and  quantity  of  AHA  applicants  and  grantees. 

3  The  shift  is  due  to  changing  an  IAA  w/tbe  Department  of  Interior's  contracting  office,  Gov.  Works  to  a  purchase 
order  requisition 

4  The  decrease  is  due  to  the  shift  of  doing  business  with  the  Department  of  Interior's  contracting  office,  Gov.  Works 
from  an  interagency  agreement  to  a  purchase  order  requisition. 
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FAMILY  VIOLENCE  PREVENTION  AND  SERVICES/BATTERED  WOMEN'S 
SHELTERS 


Authorizing  Legislation  --  Section  310  of  the  Family  Violence  Prevention  and  Services  Act,  as 
amended. 


Increase 

2002 

2003 

2004 

or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$124,459,000 

$124,459,000 

$124,423,000 

-$36,000 

FY  2004..  ..$  1 75,000,000. 


Purpose  and  Method  of  Operation 

The  Family  Violence  Prevention  and  Services  program  provides  grants  to  States  and  Indian 
Tribes  to  assist  in  supporting  programs  and  projects  to  prevent  incidents  of  family  violence, 
provide  immediate  shelter  and  related  assistance  for  victims  of  family  violence  and  their 
dependents  and  provide  resources  to  programs  that  provide  prevention  services  for  perpetrators. 
These  grants  are  made  in  support  of  the  strategic  goal  of  healthy,  safe  and  supportive 
communities  and  tribes  and  the  performance  goal  of  building  these  healthy,  safe  and  supportive 
communities  to  increase  the  ability  of  family  violence  victims  to  plan  for  safety. 

By  statute,  70  percent  of  Family  Violence  funds  are  awarded  in  grants  to  States  and  Territories. 
State  grants  are  allocated  based  on  the  State's  population.  Grants  to  territories  and  insular  areas 
are  equal  to  one-eighth  of  one  percent  of  the  amounts  available  for  grants  for  that  fiscal  year. 

The  Act  specifies  that  a  State  may  keep  five  percent  of  its  allotment  for  administrative  costs  and 
must  distribute  the  remaining  funds  to  local  public  agencies  and  non-profit  private  organizations, 
including  religious  and  charitable  organizations  and  voluntary  associations.  Seventy  percent  of 
the  funds  must  be  used  to  provide  immediate  shelter  and  related  assistance  to  victims  of  family 
violence  and  their  dependents.  Most  States  exceed  the  70  percent  requirement  States  may  use 
the  remaining  funds  to:  establish  new  shelters  in  tinder  served  areas;  expand  counseling, 
self-help,  and  substance  abuse  referral  services;  set  up  demonstrations  programs,  e.g.,  elder 
abuse  shelters;  or,  provide  training  for  staff  and  volunteers. 

By  statute,  10  percent  of  Family  Violence  funds  are  allocated  for  grants  to  Indian  Tribes  and 
tribal  organizations.  The  amount  of  the  Indian  grants  is  based  on  the  population  of  the  tribe. 
Tribes  use  these  funds  primarily  for  emergency  shelter  and  related  assistance.  These  grants  have 
assisted  Tribes  in  focusing  on  and  improving  services  to  victims  and  their  families.  Some  Tribes 
also  have  used  these  funds  for  public  education  efforts  to  break  the  patterns  of  family  violence. 

State  Domestic  Violence  Coalitions  receive  10  percent  of  the  appropriation  to  further  the 
purposes  of  domestic  violence  intervention  and  prevention.  State  Domestic  Violence  Coalitions 
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are  membership  organizations  for  all  shelters  in  the  State.  The  grants  to  the  coalitions  support 
their  technical  assistance  efforts  with  their  membership  and  other  related  services  providers.  The 
grants  also  support  training  and  related  collaborative  efforts  with  other  social  serv  ices  sectors, 
e.g.  law  enforcement,  health,  education  and  welfare. 

The  network  of  Information  and  Technical  Assistance  Centers  (the  National  Resource  Center  and 
the  Special  Issue  Resource  Centers)  receives  five  percent  of  the  appropriation  to  provide 
information,  technical  assistance  and  training  to  Federal,  State,  Indian  and  local  domestic 
violence  agencies  and  other  professionals  and  individuals  in  the  field.  The  purpose  of  this 
network  (a  network  of  five  domestic  violence  resource  centers:  National  Resource  Center  on 
Domestic  Violence;  Resource  Center  on  Civil  and  Criminal  Law  a.k.a.  Battered  Women's  Justice 
Project;  Health  Resource  Center  on  Domestic  Violence;  Resource  Center  on  Child  Protection 
and  Custody,  and  Resource  Center  for  Indian  Tribes  and  Tribal  Organizations)  is  to  strengthen 
the  existing  support  systems  serving  battered  women,  their  children  and  other  victims  of 
domestic  violence.  The  network  also  provides  comprehensive  information  and  resources,  policy 
development,  and  technical  assistance  designed  to  enhance  community  response  to  and 
prevention  of  domestic  violence. 

The  statute  also  authorizes  funds  for  activities  relating  to  the  issue  of  family  violence  through 
grants,  contracts  or  interagency  agreements.  Under  this  authority,  grants  were  awarded  to: 

•  Support  collaborative  efforts  between  faith  based  conamunity/spiritual  organizations  and  the 
domestic  violence  community  that  created  additional  points  of  entry  for  persons  in  abusive 
relationships  as  they  seek  services  and  more  informed  responses; 

•  Historical  black  colleges  and  universities,  Hispanic-serving  colleges  and  universities,  and 
tribal  colleges  and  universities  to  support  social  work  graduate  student  practicums  in 
domestic  violence; 

•  Projects  demonstrating  protocols  and  training  approaches  that  are  useful  to  organizations  and 
agencies  providing  services  to  immigrant  and  battered  women.  Projects  between  child 
protective  service  agencies  and  domestic  violence  advocacy  organizations  were  supported  to 
develop  effective  strategies  for  domestic  violence  services  integration  into  child  protection 
systems  and  strategies;  and 

•  Domestic  violence  prevention  service  providers  and  advocacy  organizations  for  public 
information  and  community  awareness  activities. 

Funding  for  the  Family  Violence  Prevention  and  Services  program  during  the  last  five  years  has 
been  as  follows: 


1999   $88,778,000 

2000  5101,118,000 

2001  $116,899,000 

2002  $124,459,000 

2003  $124,459,000 
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Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Family  Violence  Prevention  and  Services  Program  is  $124,459,000, 
a  reduction  of  $36,000  from  the  FY  2003  President's  Budget.  Domestic  violence  disrupts 
communities,  destroys  relationships,  and  harms  hundreds  of  thousands  of  Americans  each  year. 
In  addition  to  the  personal  burdens  domestic  violence  causes,  the  financial  burdens,  public  and 
private,  run  into  the  billions  of  dollars  each  year.  The  additional  funds  will  be  used  to  increase 
the  range  of  services,  residential  and  non-residential,  provided  by  shelters  and  increase  the 
number  of  shelters  funded  by  the  grants  for  battered  women's  shelters.  These  funds  will  provide 
on-going  support  for  the  critical  core  services  to  individuals  and  families  impacted  by  domestic 
violence. 
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Resource  and  Program  Data 
Family  Violence/Grants  for  Battered  Women's  Shelters 


2002 
Actual 

President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 
Formula 

Resource  Centers 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support5 
Total,  Resources 

Program  Data: 

$112,013,100 

$112,013,100 

$111,980,700 

6,222,950 

6,222.950 

6,221,150 

3,756,446 

2,740,427 

2,800,000 

330,567 

650,000 

600,000 

300,000 

300,000 

300,000 

1,000,000 

1,000,000 

1,835,937 

1,532,523 

1,521,150 

$124,459,000 

$124,459,000 

$124,423,000 

Number  of  Grants 
New  Starts: 

# 
$ 

Continuations: 
# 
S 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

282 



282 

282 

272 

272 

272 

$114,369,514 

$113,353,495 

$113,380,668 

10 

10 

10 

$7,622,981 

$7,622,982 

57,621,182 

4 

5 

5 

$186,021 

S2,689,5232 

$2,678,150 

6 

3 

3 

$2,280,484 

$793,000 

$743,000 

1  Includes  funding  for  information  technology  support,  grant/panel  reviews  and  contract  costs. 

*  The  shift  is  doe  to  changing  an  IAA  w/the  Department  of  Interior's  contracting  office,  Gov.  Works  to  a  purchase 

order  requisition. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Family  Violence  and  Prevention  Services  (CFDA  #93.592) 


FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

$1,464,065 

$1,464,065 

$1,463,642 

-$423 

Alaska 

721,812 

721,812 

721.603 

-209 

Arizona 

1.596,874 

1,596,874 

1,596,412 

-462 

Arkansas 

1,119,438 

1,119,438 

1,119,114 

-324 

California 

/,IolOi.? 

1  1  01  ^1-5 

/,lol,213 

7,179,136 

-2,077 

Colorado 

1.435,729 

1.435,729 

1,435314 

-415 

Connecticut 

1.261,696 

1,261,696 

1061.331 

-365 

Delaware 

752,252 

752,252 

752,034 

-218 

District  of  Columbia 

711,150 

711,150 

710,944 

-206 

rianaa 

•a  hcka  001 
:>,/U4J£©i 

-1,072 

Georgia 

2,190,616 

2,190,616 

2,189,982 

-634 

Hawaii 

835,400 

835,400 

835,158 

-242 

Idaho 

851,413 

851,413 

851,167 

-246 

Illinois 

3,013,051 

3,013,051 

3,012,179 

-872 

Indiana 

i  701  A1f\ 

1  7BO  01  T 

Iowa 

1,168,581 

1,168,581 

1,168,243 

-338 

Kansas 

1,122356 

1.122356 

1,122,031 

-325 

Kentucky 

1,385,310 

1,385310 

1384,909 

-401 

Louisiana 

1,468316 

1,468316 

1,467,891 

-425 

Maine 

847,716 

847,716 

847,471 

-245 

Maryland 

1,629,100 

1,629,100 

1,628.629 

-471 

Massachusetts 

1,833,621 

1,833,621 

1,833,091 

-530 

Michigan 

2,531,026 

2,531,026 

2,530094 

-732 

Minnesota 

1,555,848 

1,555,848 

U55398 

-450 

Mississippi 

1,152.713 

1,152,713 

1,152380 

-333 

Missouri 

1,687,142 

1.687,142 

1,686,654 

-488 

Montana 

775,295 

775.295 

775,071 

-224 

Nebraska 

932,496 

932,496 

932026 

-270 

Nevada 

988J58 

988.258 

987,972 

-286 

New  Hampshire 

840,111 

840,111 

839,868 

-243 

New  Jersey 

2034,896 

2034,896 

2O34O50 

-646 

New  Mexico 

953,438 

953,438 

953,162 

-276 

New  York 

4087,099 

4087,099 

4085,859 

-1040 

North  Carolina 

2.163,970 

2,163,970 

2,163,344 

-626 

North  Dakota 

724,779 

724,779 

724,569 

-210 
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FY  2002 

1  FY 

2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual 

|  Pres. 

Budget  | 

Estimate 



+A  2003 

Ohio 

2,805,899 

2,805,899 

2,805,087 

-812 

Oklahoma 

1,270,457 

1,270,457 

1,270,090 

-367 

Oregon 

1  -264,773 

1    ">£LA  I'll 

1,264,/ 15 

1 ,264,411/ 

-366 

Pennsylvania 

2,986,191 

2,986,191 

2,985,327 

-864 

Rhode  Island 

803,687 

803,687 

803,455 

-232 

South  Carolina 

1,379,528 

1,379,528 

1,379,129 

-399 

South  Dakota 

746,665 

746,665 

746,449 

-216 

Tennessee 

1,705,420 

1,705,420 

1,704,927 

-493 

Texas 

4,651,479 

4,651,479 

4,650,134 

-1,345 

Utan 

TOO 
-Zyy 

Vermont 

718,294 

718,294 

71  a,086 

-208 

Virginia 

1,975345 

1,975^45 

1,974,774 

-571 

Washington 

1,745,219 

1,745,219 

1,744,714 

-505 

West  Virginia 

951,359 

951,359 

951,084 

-275 

Wisconsin 

1,642,154 

1,642,154 

1,641,679 

-475 

Wyoming 

695,941 

695.941 

695.740 

-201 

Subtotal 

85,279,876 

85,279,876 

85,255,209 

-24,667 

Tribes 

12,445,900 

12,445,900 

12,442,300 

-3,600 

American  Samoa 

124,459 

124,459 

124,423 

-36 

Guam 

124,459 

124,459 

124,423 

-36 

Northern  Mariana  Islands 

124,459 

124,459 

124,423 

-36 

Palau 

0 

0 

0. 

0 

Puerto  Rico 

1  'XA'Z  ^88 

1          1  QQ 

^8Q 

Virgin  Islands 

124,459 

124,459 

124,423 

-36 

Subtotal 

14,287,324 

14,287,324 

14,283,191 

-4,133 

Total  States/Territories 

99,567,200 

99,567,200 

99,538,400 

-28,800 

Coalitions 

12,445,900 

12,445,900 

12,442^00 

-3,600 

Resource  Centers 

6,222,950 

6,222,950 

6,221,150 

-1,800 

Discretionary  Activities 

6,222,950 

6,222,950 

6,221,150 

-1,800 

Subtotal  adjustments 

24,891,800 

24.891,800 

24,884,600 

-7,200 

TOTAL  RESOURCES 

$124,459,000 

5124,459.000  S124.423.0001 

-S36.000 

'A  small  reduction  in  the  level  of  mfonnatbn  technology  support  was  taken  in  FY  2004  in  a  variety  of  discretionary 
accounts,  including  Family  Violence  and  Prevention  Services.  Because  the  distribution  of  funds  in  Family  Violence 
and  Prevention  Services  is  driven  by  formula,  it  was  rot  possible  to  limit  the  impact  solely  to  program  support 
funding. 
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DOMESTIC  VIOLENCE  HOTLINE 


Authorizing  Legislation  -  Section  3 16(f)  of  the  Family  Violence  Prevention  and  Services  Act,  as 
amended. 


Increase 

2002 

2003 

2004 

Or 

Enacted 

President's  Budget 

Estimate 

Decrease 

$2,157,000 

$2,157,000 

$3,000,000 

+843,000 

FY  2004. .  ..$2,000,000. 


Purpose  and  Method  of  Operation 

The  National  Domestic  Violence  Hotline  is  a  cooperative  agreement  which  funds  the  operation 
of  a  national,  toll-free  telephone  hotline  to  provide  information  and  assistance  to  victims  of 
domestic  violence  in  an  effort  to  build  healthy,  safe  and  supportive  communities  and  tribes. 
Counseling  and  referral  services  are  provided  24  hours-a-day,  365  days  a  year.  The  hotline  also 
must  publicize  its  telephone  number  and  the  services  it  provides  to  potential  users  throughout  the 
United  States. 

A  database  is  maintained  that  provides  information  on  services  for  victims  of  domestic  violence, 
including  the  availability  of  shelters,  to  which  callers  may  be  referred  throughout  the  United 
States.  Trained  hotline  counselors  are  available  for  non-English  speakers  and  the  hotline  is 
accessible  to  persons  who  are  hearing-impaired. 

Funding  for  the  Domestic  Violence  Hotline  during  the  last  five  years  has  been  as  follows: 


1999  $1,200,000 

2000  $1,957,000 

2001  $2,157,000 

2002  $2,157,000 

2003  $2,157,000 


Rationale  for  the  Bndget  Request 

The  FY  2004  request  for  the  Domestic  Violence  Hotline  is  $3,000,000,  an  increase  of  $843,000 
over  the  FY  2003  President's  Budget.  The  increase  is  intended  to  provide  for  more  calls  to  be 
answered  and  to  ensure  that  the  Hotline  is  positioned  to  respond  to  a  "spike"  in  calls  as  various 
broadcast  and  public  awareness  activities  impact  call  numbers.  The  Hotline  averages  300  to  400 
calls  a  day.  However,  a  public  awareness  message  or  a  program  that  publicizes  the  Hotline  will 
provide  a  "spike  "  of  400  to  500  within  hours.  The  additional  funding  will  also  enable  the 
Hotline  to  maintain  its  core  number  of  advocates  at  28  full  and  part-time  staff,  and  approximately 
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20  relief,  and  25  volunteer  Hotline  advocates.  This  staffing  level  assures  the  Hotline  is  answered 
24  hours  per  day,  7  days  a  week.  The  additional  funding  will  reduce  the  number  of  "dropped" 
calls  and  provide  the  Hotline  with  the  ability  to  handle  the  projected  increase  of  1 ,500  to  2,000 
calls  per  month.  The  hotline  serves  as  a  critical  partner  in  the  prevention  and  resource  assistance 
efforts  of  the  Domestic  Violence  Resource  Network.  It  provides:  crisis  intervention  by  helping 
the  caller  identify  problems  and  possible  solutions,  including  making  plans  for  safety  in  an 
emergency;  information  about  sources  of  assistance  for  individuals  and  their  friends,  families, 
and  employers  wanting  to  learn  more  about  domestic  violence,  child  abuse,  sexual  assault, 
intervention  programs  for  batterers,  working  through  the  criminal  justice  system,  and  related 
issues;  and  referrals  to  battered  women's  shelters  and  programs,  social  service  agencies,  legal 
programs,  and  other  groups  and  organizations  willing  to  help. 
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Resource  and  Program  Data 

Domestic  Violence  Hotline 


zuui 

2003 
President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$2,157,000 

$2,157,000 

$3,000,000 

$2,157,000 

$2,157,000 

$3,000,000 

Number  of  Grants 
New  Starts: 
# 

$ 

1 

1 

1 

Continuations: 

# 

1 

1 

1 

$ 

Contracts: 

$2,157,000 

$2,157,000 

$3,000,000 

U 

$ 

Interagency  Agreements: 
# 
$ 
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FEDERAL  ADMINISTRATION 


2002 
Actus! 

2003 
President's 

ttungel 

2004 
Estimate 

Increase 
or 

Decrease 

Federal  Administration 

$171,466,000 

$171,837,000 

$179,584,000 

+$7,747,000 

Center  for  Faitb-Based 

and  Community  Initiatives 

1,497,000 

1,500,000 

1,400,000 

-100,000 

Total,  BA 

$172,963,000 

$173,337,000 

$180,984,000 

+$7,647,000 

FTE1 

1,465 

1,512 

1,472 

-40 

FY  2004  Authorization.... Such  sums. 
Purpose  and  Method  of  Operation 

The  Federal  Administration  account  includes  funding  for  salaries  and  benefits  and  associated 
expenses  of  the  Administration  for  Children  and  Families  and  the  Department's  Center  for  Faith 
Based  and  Community  Initiatives.  These  resources  allow  ACF  and  the  Center  to  maintain  the 
staff  and  related  program  management  and  support  activities  necessary  to  effectively  administer 
Federal  programs  that  promote  the  economic  and  social  well  being  of  families,  children, 
individuals  and  communities.  ACF  conducts  operations  at  ACF  Headquarters  in  Washington, 
D.C.,  in  the  ten  regional  offices  of  the  Department  of  Health  and  Human  Services  (HHS)  and  at 
the  thirteen  audit  offices  of  the  Office  of  Child  Support  Enforcement  in  various  locations 
throughout  the  Nation.  More  than  half  of  all  ACF  employees  work  in  Headquarters  offices  in  the 
various  program  and  staff  offices.  The  remainder  of  the  work  force  is  in  regional  and  field 
offices. 

Appropriations  for  Federal  Administration  during  the  last  five  years  are  as  follows: 


Year                   Funding  FTE  Usage 

1999  $144,454,000  1,509 

2000  $147,908,000  1,470 

2001  $163,846,000  1,430 

2002  $172,963,000  1,465 

2003  $173,337,000  1,512 


1  The  FY  2002  FTE  figure  includes  17  FTE  for  the  Unaccompanied  Alien  Children  (UAC)  program  which  was 
transferred  to  ACF  from  the  Immigration  and  Naturalization  Service  (INS)  in  FY  2003  Funding  for  these  positions 
is  included  under  the  Refugee  and  Entrant  Assistance  account 
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Rationale  for  the  Budget  Request 

The  PY  2004  budget  request  for  Federal  Administration  is  $  1 8 1 .0  million,  a  net  increase  of 
S7.6  million  from  the  FY  20O3  budget.  This  funding  level  would  support  1,472  FTE,  40  FTE 
below  the  level  requested  in  the  FY  2003  President's  Budget. 

ACF's  FY  2004  budget  supports  the  President's  Management  Agenda,  and  includes  cost 
savings  from  consolidating  administrative  functions,  organizational  delayering  to  speed 
decision  making  processes,  competitive  sourcing,  implementation  of  effective  workforce 
planning  and  human  capital  management  strategies,  and  adoption  of  other  economies  and 
efficiencies  in  administrative  operations. 

A  specific  example  of  our  efforts  is  evidenced  in  our  request  for  $2  million  to  support  the 
child  welfare  monitoring  initiative.  Under  current  child  welfare  monitoring  regulations,  the 
number  of  States  to  be  reviewed  increases  as  we  return  to  States  that  have  failed  reviews  as 
well  as  complete  required  follow-up  reviews  for  States  with  program  improvement  plans. 
These  funds  will  be  used  for  contracts  and  related  support  expenditures  in  order  to  complete 
the  reviews.  This  support  is  critical  at  a  time  when  much  attention  is  being  focused  on  the 
outcomes  of  this  important  review  process. 

This  budget  request  includes  funding  to  support  Departmental  efforts  to  improve  the  HHS 
Information  Technology  Enterprise  Infrastructure.  The  request  includes  funds  to  support  an 
enterprise  approach  to  investing  in  key  information  technology  infrastructure  such  as  security 
and  network  modernization  These  investments  will  enable  HHS  programs  to  carry  out  their 
missions  more  securely  and  at  a  lower  cost  Agency  funds  will  be  combined  with  resources  in 
the  Information  Technology  Security  and  Innovation  Fund  in  the  Office  of  the  Secretary  to 
promote  collaboration  in  planning  and  project  management  and  to  achieve  common  goals  such 
as  secure  and  reliable  communication  and  lower  costs  for  the  purchase  and  maintenance  of 
hardware  and  software. 

Our  budget  request  includes  savings  in  the  Information  Technology  (IT)  Budget  from  ongoing  IT 
consolidation  efforts  and  additional  reduced  spending  through  the  streamlining  or  ehmination  of 
lower  priority  projects.  ACF  is  participating  in  the  consolidation  of  Information  Technology 
infrastructure  support  staff  service  across  the  eight  smaller  HHS  Operating  Divisions. 

The  Unified  Financial  Management  System  (UFMS)  will  be  implemented  in  the  Department  to 
replace  five  legacy  accounting  systems  currently  used  across  the  Operating  Divisions.  The 
UFMS  will  integrate  the  Department's  financial  management  structure  and  provide  HHS  leaders 
with  a  more  timely  and  coordinated  view  of  critical  financial  management  information,  ft  will 
also  promote  the  consolidation  of  accounting  operations  and  thereby  reduce  substantially  the  cost 
of  providing  accounting  service  throughout  HHS.  Similarly,  UFMS,  by  generating  timely, 
reliable  and  consistent  financial  information,  will  enable  Agencies  and  program  administrators  to 
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make  more  timely  and  informed  decisions  regarding  their  operations.  ACF  requests  $1 .632 
million  to  support  this  effort  in  FY  2004.1 

Finally,  as  part  of  a  govemment-wide  effort  to  strengthen  the  focus  on  erroneous  payments  in 
programs  funded  by  the  Federal  government  the  Federal  Administration  request  includes  $5 
million  to  be  targeted  to  our  efforts  in  identifying  and  reducing  erroneous  payments.  Three 
programs  will  be  the  focus  of  our  efforts  in  FY  2004  -  Temporary  Assistance  for  Needy 
Families,  Foster  Care,  and  Head  Start. 


1  These  funds  are  reflected  primarily  in  Federal  Administration,  but  a  portion  of  these  costs  is  included  in  other 
discretionary  accounts  in  ACF  where  information  technology  activities  can  be  funded. 


Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


PugeH-153 

Children  and  Families  Services  Programs 


1565 


Detail  of  Full-Time  Equivalent  Employment  (FTE) 


2002 

2003 

2004 

Actual 1 

Estimate 

Estimate 

Administration  for  Children, 

172 

180 

170 

Office  of  Administration  

129 

142 

137 

Office  of  Child  Support  Enforcement  

188 

195 

189 

31 

33 

33 

Office  of  Community  Services.  

59 

63 

63 

8 

8 

8 

46 

50 

50 

Administration  for 

23 

22 

22 

Administration  for  Native  Americans  

10 

11 

11 

Office  of  Public  Affairs  

12 

12 

12 

Office  of  Planning,  Research 

32 

32 

32 

Immediate  Office  of  the 

27 

28 

28 

Office  of  Legislative  Affairs  and  Budget  

.  25 

25 

25 

President's  Committee  on 

4 

5 

5 

699 

706 

687 

Total,  ACF  

1,465 

1,512 

1,472 

Average  GS  Grade 

1999   12.2 

2000   12.2 

2001   12.5 

2002   12.5 

2003   12.5 


1  FY  2002  is  shown  comparably  to  reflect  the  transfer  of  the  Unaccompanied  Alien  Children  (UAC)  program  from 
the  Immigration  and  Naturalization  Service  (INS)  to  the  Office  of  Refugee  Resettlement  in  FY  2003. 
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Program  Administration 
Detail  of  Positions 


2002 

2003 

2004 

Actual 

Estimate 

Estimate 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Executive  Level  IV  

~) 

2 

2 

Executive  Level  V...„  

0 

1 

_JL 

~> 

3 

3 

$260,000 

$390,450 

$399,301 

ES-6  

0 

0 

ES-5  

0 

0 

0 

ES-4  

3 

3 

3 

ES-3  

4 

4 

4 

ES-2  

2 

2 

2 

ES-1  

_!2 

_I2 

12 

Subtotal  

21 

21 

21 

Total  -  ES  Salary  

$2,711,837 

$2,806,408 

$2,883,146 

GS-15  

142 

142 

138 

GS- 14  

303 

303 

295 

GS-13  

552 

550 

534 

GS-12  

251 

279 

272 

GS-11  

52 

54 

53 

GS-10  

0 

0 

0 

GS-9  

47 

58 

56 

GS-8  

13 

13 

13 

GS-7  .... 

34 

40 

39 

GS-6  

24 

25 

24 

GS-5  

.     '  9 

9 

9 

GS-4  

6 

6 

6 

3 

3 

GS-2  

6 

6 

6 

GS-1  

0 

1.442 

0 

1,488 

_0 
1,448 

Average  ES  level  

1.9 

1.9 

1.9 

$129,135 

$133,638 

$137,293 

Average  GS  grade  

115 

12.5 

12.5 

Average  GS  salary  

$62,400 

$64,588 

$66,054 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Refugee  and  Entrant  Assistance 

FY  2004  Budget  Page 

Appropriation  Language  and  Explanation  of  Language  Change  ......   1-2 

Amounts  Available  for  Obligation.   1-3 

Summary  of  Change  .•   1-4 

Budget  Authority  by  Activity  :  ....   1-6 

Budget  Authority  by  Object   1-7 

Authorizing  Legislation  •   1-8 

Appropriations  History  Table  .   MO 

Justification: 

General  Statement  „  „  „   J-ll 

Transitional  and  Medical  Services   1-14 

Victims  of  Trafficking  .   1-19 

Social  Services  „   1-22 

Victims  of  Torture  „   1-28 

Preventive  Health.....   1-30 

Targeted  Assistance  ;  „   1-34 

Unaccompanied  Alien  Children   1-38 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Refugee  and  Entrant  Assistance 

For  making  payments  for  refugee  and  entrant  assistance  activities  authorized  by  title  FV  of 
the  Immigration  and  Nationality  Act  and  section  501  of  the  Refagee  Education  Assistance  Act  of 
1980  (Public  Law  96-422),  [$442,724,000],  $417,626,000:  Provided,  That  funds  appropriated 
pursuant  to  section  414(a)  of  the  Immigration  and  Nationality  Act  for  fiscal  year  [2003]  2004  shall 
be  available  for  the  costs  of  assistance  provided  and  other  activities  to  remain  available  through 
September  30,  [2005]  2006:  Provided  further,  That  up  to  $  1 0,000,000  is  available  to  carry  out  the 
Trafficking  Victims  Protection  Act  of 2000. 

For  carrying  out  section  5  of  the  Torture  Victims  Relief  Act  of  1998  (Public  Law  105-320), 
$1 0,000,000.  For  carrying  out  section  462  of  the  Homeland  Security  Act  of 2002,  (PL.  107-296), 
$34,000,000. 

Departments  of  Labor,  Heahh  and  Human  Services,  and  Education  and  Related  Agencies 
Appropriations  Act,  2003,  as  proposed  in  the  FY  2003  President 's  Budget 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Refugee  and  Entrant  Assistance 
Amounts  Available  for  Obligation 


Appropriation,  Annual 
Enacted  Rescission 

Subtotal  Adjusted 
Appropriation 

Unobligated  balance, 
start  of  year 

Unobligated  balance, 
end  of  year 


2002 
Actaal 

$460,203,000 

^8,000 

493,155,000 

41,312,000 

-23,796,000 


2003 
President's 
Budget 

$485,724,000 
0 

485,724,000J 
23,796,000 
-10,479,0002 


2004 
Estimate 

$461,626,000 

0 

461,626,000 
10,479,0002 


Total,  obligations 


$510,671,000 


$499,041,000 


$472,105,000 


1  The  funds  appropriated  pursuant  to  section  414(a)  of  the  lironigrarion  and  Nationality  Act  for  focal  year  2002  shall  be 
available  for  the  costs  of  assistance  provided  and  other  activities  to  remain  available  through  September  2004. 

2  This  represents  an  estimate  of  the  FY  2003  unobligated  balance,  end  of  year. 
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Refugee  and  Entrant  Assistance 
SUMMARY  OF  CHANGES 


FY  2003  President's  Budget  Request  $485,724,000 

Total  estimated  budget  authority   485,724,000 

(Obligations)  ,  ~  

FY  2004  Estimate....   $461,626,000 

(Obligations)  „  ~  ....  „....  


Net  change   -$24,098,000 

(Obligations)  


2003  President's 
Budget  Base  Change  from  Base 

Budget  Budget 
jjFTE)       Authority         (FTEj  Authority 

Increases: 

A.  Built-in: 

Care  and  placement  of  unaccompanied 

alien  children   $33,000,000  +$1,000,000 

B.  Program: 

I .  Grants  for  social  adjustment  and 
employment  services  to  refugee 
arrivals/eligibles,  including  victims  of 

trafficking  -   $151,200,000  +$2,000,000 

Decreases: 

A.  Built-in: 
None 

B.  Program: 

1 .  Grants  for  transitional  and  medical 
assistance  to  refugee  arrivals/eligibles, 

including  victims  of  trafficking   $227,291,000  -$27,000,000 
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2.  Reduction  in  level  of  information  technolog) 
support  

Total  decreases  

Net  Change....  


$227,291,000  -$98,0000 

-$27,098,000 
-$24,098,000 
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Refugee  and  Entrant  Assistance 
Budget  Aothoritv  bv  Aetivirv 


Transitional  and  Medical 
Services  

Victims  of  Trafficking.. 

Social  Services  

Victims  of  Torture  

Preventive  Health  

Targeted  Assistance  

Unaccompanied  Alien 
Children  

Subtotal,  Budget 
Authority  

Unobligated  balances, 
Start  of  year  

Unobligated  balances 
End  of  year  

Total  Budget  Authority.. 


2002 
Actual 


5227,243,000 
10,000,000 
158,600,000 
10,000,000 
4,835,000 
49,477,000 

33,000,000 

$493,155,000 

41,312,000 

-23,796,000 


2003 
President's 
Budget 


$227,291,000 
10,000,000 
153,121,000 
10,000,000 
4,835,000 
49,477,000 

33,000,000 

5485,724,000 

23,796,000 

-10,479,000 


2004 
Estimate 


$200,193,000 
10,000,000 
153,121,000 
10,000,000 
4,835,000 
49,477,000 

34,000,000 

$461,626,000 

10,479,000 


$510,671,000 


$499,041,000 


$472,105,000 
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Refugee  and  Entrant  Assistance 

Budget  Authority  bv  Object 

2003  Increase 
President's  2004  or 

Budget  Estimate  Decrease 

Salaries  and  benefits  (11.1  $1,965,000  $2,026,000  +$61,000 

&  12.1)  

Travel  and  transportation  of 

persons  (2L0)   135,000  140,000  +5,000 

Advisory  and  assistance 

services  (25.1)   1,205,000  1,200,000  -5,000 

Other  services  (25.2)   2,355,000  2,360,000  +5,000 

Purchase  of  goods  and 
services  from  government 

accounts  (25.3)   1,750,000  1,657,000  -93,000 

Grants,  subsidies,  and 

Contributions  (41.0)   491,631,000  464,722,000  -26,909,000 

Total,  budget  authority 

by  object   $499,041,000  $472,105,000  -526,936,000 
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Section  414(a)  of  the 
Immigration  and 
Nationality  Act,  as 
amended,  Section  501  of 
the  Refugee  Education 
Assistance  Act  of  1 980 
(reauthorization 
legislation  pending 
Congressional  action): 

1 .  Transitional  and 
Medical  Services  

2.  Social  Services  

3.  Preventive  Health ... 

4.  Targeted 
Assistance  

Section  13(b)  of  the 
Victims  of  Trafficking 
and  Violence  Prevention 
Act  of  2000 
(reauthorization 
legislation  pending 
Congressional  action): 

Victims  of  Trafficking .. 

Section  5  of  the  Victims 
of  Torture  Relief  Act  of 
1998  (reauthorization 
requested): 

Victims  of  Torture  


Refugee  and  Entrant  Assistance 
Authorizing  Legislation 

2003  2003  2004  2004 

Amount  President's  Amount  Budget 
Authorized        Budget        Authorized  Request 


Such  sums  $227,291,000  $200,193,000  $200,193,000 
Such  sums       151,121,000  153,121,000  153,121,000 

Such  sums         4,835,000  4,835,000  4,835,000 


Such  sums 


49,477,000 


10,000,000  10,000,000 


49,477,000 


10,000,000 


49,477,000 


10,000,000 


10,000,000  10,000,000 


10,000,000 


10,000,000 
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2003  2003  2004  2004 

Amount  President's  Amount  Budget 

Authorized  Budget  Authorized  Request 

Section  462  (a)  of  the 
Homeland  Security  Act 
of  2002: 

Unaccompanied  Alien 

Children                         Such  sums  33,000,000  Such  sums  34,000,000 

Total,  appropriation  $485,724,000  $461,626,000 

Total  appropriations 
against  definite 

authorizations               520,000,000  $20,000,000  $20,000,000  $20,000,000 
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APPROPRIATIONS  HISTORY  TABLE 
Refugee  and  Entrant  Assistance 


Budget  Estimate 

House 

Senate 

A 11  aw  a  n  f  a 

/TLIiVTT  dun: 

^VPIJI  UJJi  lailtru 

1  OCK 

AM.  7£A  (\(\C\ 

AC\$  770  (\(\f\ 

^tfK  70Q  nnn 

a(\s.  tv)  nnn 

1996 

414,199,000 

416,781,000 

397,172,000 

407,166,000 

1997 

381,526,000 

412,076,000 

385,609,000 

426,612,460 

•^ck  7^7  nnn 

A  1  B  A  HA  ftfIA 

■5o<;  fin  nnn 

/i7i  ii/i  no 

1999 

415,000,000 

415,165,000 

415,000,000 

435,264,000 

2000 

Rescission 

442,676,000 

423,500,000 

430,500,000 

426,505,000 

2001 

Rescission 

432,569,000 

433,109,000 

425,586,000 

433,109,000 
6,000 

2002 

Rescission 

445,224,000 

460,224,000 

445,224,000 

460,203,000 
48,000 

2003 

485,724,000 

2004 

461,626,000 
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Refugee  and  Entrant  Assistance 


Justification 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Increase 

or 
Decrease 

Transitional  and 

Medical  Services 

$227,243,000 

$227,291,000 

$200,193,000 

-$27,098,000 

Victims  of 

Trafficking 

10,000,000 

10,000,000 

10,000,000 

0 

Social  Services 

i  JO,OUU,UvU 

1  jl,lll,UUV 

1  5*3  lOI  AAA. 

"1  m\t\  AAA 
-Z,UW,UuU 

V  idiliid  U J  1  UI  lUi  v 

10  000  000 

10,000,000 

10  000  000 

o 

Preventive  Health 

4,835,000 

4,835,000 

4,835,000 

0 

Targeted  Assistance 

49,477,000 

49,477,000 

49,477,000 

0 

Unaccompanied 

Alien  Children 

33,000,000 

33,000,000 

34,000,000 

+1,000,000 

Total,  B  A 

$493,155,000 

$485,724,000 

$461,626,000 

-$24,098,000 

General  Statement 

The  Refugee  and  Entrant  Assistance  program  is  designed  to  help  refugees,  asylees,  Cuban  and 
Haitian  entrants,  and  trafficking  victims  to  become  employed  and  self-sufficient  as  quickly  as 
possible.  As  a  result  of  the  Homeland  Security  Act  of  2002,  the  program  is  now  also  responsible 
for  coordinating  and  implementing  the  care  and  placement  of  unaccompanied  alien  children  who 
are  in  federal  custody  by  reason  of  immigration  status.  These  duties  are  consistent  with  the 
Administration  for  Children  and  Families'  strategic  goals  of  increasing  independence  and 
productivity  of  families,  increasing  employment  and  promoting  the  social  well-being  of  children. 
The  President's  appropriation  request  of  5461,626,000,  represents  the  amount  needed  to  maintain 
current  assistance  levels,  and  to  provide  additional  support  for  victims  of  torture  and 
unaccompanied  alien  children  in  federal  custody. 

Refugee  and  Entrant  Assistance  funds  support  seven  programs: 

»    Transitional  and  Medical  Services  --  This  program  provides  cash  and  medical  assistance  to 
financially  needy  refugees,  asylees,  trafficking  victims  and  entrants  who  are  not  categorically 
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eligible  for  TANF,  Medicaid,  or  SSI,  and  provides  foster  care  services  to  unaccompanied 
minors.  States  are  reimbursed  for  costs  incurred  to  administer  refugee  program  activities. 
Programs  are  monitored  and  data  are  collected  and  evaluated.  Wilson/Fish  projects  provide 
alternative  approaches  to  the  State-administered  programs.  The  Voluntary  Agency  Program 
(Matching  Grant  Program)  provides  one  dollar  in  matching  funds  for  every  two  dollars  of 
Federal  funds. 

•  Trafficking  -First  funded  in  FY2001  under  the  Victims  of  Trafficking  and  Violence  Prevention 
Act  of  2000,  this  program  extends  eligibility  for  benefits  and  services  to  trafficking  victims  to 
the  same  extent  as  refugees. 

■    Social  Services  --  The  Social  Services  activity  assists  refugees  in  the  areas  of  social  adjustment, 
employment  services,  and  attainment  of  self-sufficiency  as  rapidly  as  possible.  Services  include 
English  language  training,  employment-related  services,  and  a  variety  of  special  projects  and 
activities. 

'    Victims  of  Torture    First  funded  in  FY  2000  under  the  Torture  Victims  Relief  Act  of  1998, 
this  program  provides  medical  and  psychological  treatment,  social  and  legal  services,  and 
rehabilitation  for  victims  of  torture. 

•  Preventive  Health  -  This  program  provides  medical  screening,  outreach,  orientation  and  access 
to  health  care  for  refugees  to  preserve  the  public  health  and  ensure  that  health  problems  are  not 
a  barrier  to  achieving  self-sufficiency. 

•  Targeted  Assistance  —  Grants  are  made  to  States  to  provide  services  to  counties  or  other 
localities  with  large  refugee  populations,  high  refugee  concentrations,  and  high  use  of  public 
assistance. 

»    Unaccompanied  Alien  Children  —  Transferred  to  ORR  by  the  Homeland  Security  Act  of 2002, 
this  program  involves  the  care  and  placement  of  approximately  5,000  unaccompanied  alien 
children  per  year  who  are  apprehended  by  INS  agents,  Border  Patrol  Officers,  or  other  law 
enforcement  agencies  and  placed  in  federal  custody. 
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History  of  Refugee  Ceilings  and  Arrivals 


Year 

Refugee1 
Ceiling 

Refugee 
Arrivals 

Cuban/Haitian 
Arrivals 

Trafficking 
Victims 

Total2 
Arrivals 

1  Q8A 

67  000 

60  554 

OU,JJ't 

1987 

/U,UUU 

1988 

nc  nil 
/o,/iJ 

ne.  mi 
/0,/33 

1989 

116,500 

106,538 

106,538 

1990 

*  ^  C  AAA 

125,000 

122,263 

122,263 

1991 

151  AAA 

113,734 

113,734 

1992 

1  AAA 

132,000 

131,611 

131,611 

1993 

1  AAA 

120,000 

119,099 

4,457 

123,556 

1994 

1  OA  AAA 

120,000 

112,084 

14,359 

126,443 

lyyj 

1  i  A  Afln 

1996 

90,000 

75,721 

9,494 

85,215 

1997 

78,000 

76,434 

7345 

83,779 

1998 

83,000 

76,742 

16,984 

93,726 

1999 

91,000 

85,019 

21,079 

106,098 

2000 

90,000 

72,519 

19,441 

91,960 

2001 

80,000 

68,393 

15,605 

200 

84,198 

2002 

70,000 

26,383 

16,694 

99 

43,176 

2003 

70,000 

2004 

80,000 

Since  1995,  Congress  has  provided  bill  language  permitting  the  reappropriation  of  carryover 
balances  to  support  current  year  activities.  It  is  estimated  that  the  FY  2004  request  of 
$483,450,000,  together  with  a  carryover  balance  of  approximately  $23.8  million,  will  be  sufficient 
to  effectively  administer  this  program,  to  continue  to  provide  eight  months  of  cash  and  medical 
assistance  to  eligible  refugees,  and  to  provide  a  variety  of  social  and  educational  services,  including 
services  to  victims  of  torture,  victims  of  trafficking  and  unaccompanied  alien  children  in  Federal 
custody. 

The  President's  appropriation  request  of  $461,626,000  in  new  budget  authority  represents  current 
law  requirements.  No  proposed  law  amounts  are  included. 


1  Refugee  ceilings  are  established  through  Presidential  Determination.  Not  reflected  in  the  ceiling  are  (1) 
Cuban/Haitian  entrants,  most  of  whom  are  paroled  into  the  U.S.  under  a  bilateral  agreement  reached  with  Cuba  in  FY 
1995,  (2)  asylees,  who  are  eligible  refugee  benefits  since  May  2000,  and  (3)  victims  of  trafficking  who  have  been 
eligible  for  refugee  benefits  since  July  2001 . 

2  Total  arrivals  do  not  include  asylees,  who  beginning  in  FY  2000  became  eligible  for  refugee  benefits.  In  FY  2000 
37,942  individuals  were  granted  asylum  in  the  United  States. 
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TRANSITIONAL  AND  MEDICAL  SERVICES 


Authorizing  Legislation  -  Legislation  to  reauthorize  Section  414  of  the  Immigration  and  Nationality 
Act  and  Section  501  of  the  Refugee  Education  Assistance  Act  of  1980  is  pending  Congressional 
action. 


2003  Increase 
2002                     President's                   2004  Or 
Enacted                  Budget                 Estimate  Decrease 

jzz/^^uw            &£z/,zyi,uuu           5^w,iy^,uuu  -2>z/,uys,uuu 

2004  Authorization. .  ..Such  sums  (as  requested  in  pending  legislation.) 


Purpose  and  Method  of  Operation 

This  program  supports  the  goal  of  the  Administration  for  Children  and  Families  to  increase 
economic  independence  and  productivity  for  families,  and  to  increase  employment. 

Historically,  assistance  to  unaccompanied  refugee,  asylee,  or  entrant  minors  has  been  the  top 
priority  for  the  cash  and  medical  assistance  program.  This  activity  reimburses  States  for  providing 
foster  care  to  an  unaccompanied  minor  until  the  child  reaches  the  age  of  eighteen.  If  a  State  has 
established  a  later  age  for  emancipation  from  foster  care,  reimbursements  will  be  provided  until  that 
date. 

Cash  and  medical  assistance  is  also  provided,  during  their  first  eight  months  in  the  United  States,  to 
adult  refugees,  asylees,  entrants  and  certified  trafficking  victims  who  are  not  categorically  eligible 
for  TANF,  Medicaid  and  SSL  State  refugee  program  offices  operate  these  activities.  They  are 
reimbursed  for  costs  incurred  to  administer  the  refugee  programs  and  to  provide  assistance  and 
services  to  unaccompanied  refugee  minors,  asylees,  entrants  or  trafficking  victims  under  the  age  of 
eighteen. 

Under  the  Voluntary  Agency  Program  (Matching  Grant  Program),  participating  national  voluntary 
refugee  resettlement  agencies,  many  of  which  are  faith-based  organizations,  provide  a  match  (in 
cash  or  in-kind  services)  of  one  dollar  for  every  two  dollars  of  federal  contribution.  The 
participating  agencies  provide  services  such  as  case  management,  job  development,  job  placement 
and  follow-up,  and  interim  cash  assistance  to  help  refugees  become  employed  and  self-sufficient 
within  their  first  four  months  in  the  UJS.  Participating  refugees  may  not  access  public  cash 
assistance. 

Section  412(eX7)(A)  of  title  IV  of  the  Immigration  and  Nationality  Act  authorizes  the  use  of  funds 
to  develop  and  implement  alternative  projects  for  refugees  that  encourage  refugee  self-sufficiency. 
Wilson/Fish  projects  currently  are  funded  in  nine  States  and  provide  interim  financial  and  medical 
assistance  for  newly  arrived  refugees  to  increase  their  prospects  for  early  employment  and  self- 
sufficiency  and  to  reduce  welfare  dependency. 
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Section  412(aX7)  of  title  IV  of  the  Immigration  and  Nationality  Act  authorizes  the  use  of  funds  for 
monitoring  and  evaluation  activities. 

Funding  for  Transitional  and  Medical  Services  during  the  last  past  five  years  has  been  as  follows: 


1999   $220,535,000 

2000  ,  $220,653,000 

2001  ,   $220,170,000 

2002   $227,243,000 

2003   $200,193,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Transitional  and  Medical  Services  is  $200,193,000,  a  decrease  of  $27.1 
million  from  the  FY  2003  President's  Budget.  At  this  level  of  funding,  we  will  be  able  to  continue 
the  eight  months  of  cash  and  medical  assistance  to  eligible  refugees,  entrants,  asylees,  and 
trafficking  victims,  as  well  as  foster  care  services  for  refugee,  entrant,  asylee,  and  trafficking  minors 
until  emancipation.  This  reduced  funding  level  reflects  the  decreased  number  of  refugees  arriving 
in  the  U.S.  since  September  2001  due  to  the  implementation  of  additional  security  clearance 
procedures  overseas.  Since  that  date,  refugee  arrivals  have  decreased  by  over  60  percent.  This  line 
item  also  funds  the  Voluntary  Agency  Program  (Matching  Grant  Program),  an  alternative  to  welfare 
for  newly  arrived  refugees  within  their  first  four  months  in  the  U.S.  Legislation  to  reauthorize  the 
program,  as  requested  in  the  FY  2003  President's  Budget,  is  pending  Congressional  action. 
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Resource  and  Program  Data 
Transitional  and  Medical  Services 


2002 

President's 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 

$154,074,000 

$155,764,000 

$128,764,000 

68,861,000 

68,000,000 

68,000,000 

2,708,000 

2,602,000 

2,602,000 

Program  Support1 
Total,  Resources 

911,000 

925,000 

827,000 

$226,554,000 

$227,291,000 

$200,193,000 

Program  Data: 

Number  of  Grants 
New  Starts: 
# 

$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

66 

68 

68 

2 

9 

$1,000,000 

$68,000,000 

66 

66 

59 

$222,935,000 

$222,764,000 

$128,764,000 

6 

6 

6 

$3,619,000 

$3,527,000 

$3,429,000 

1  Includes  funding  for  information  technology  support,  data  collection  and  monitoring  srtpport,  and  conference  contract 
costs. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Refugee  and  Entrant  Assistance  -TMS  (CFDA  #  93.566) 


2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-2003 

Alabama 

$0 

$0 

$0 

$0 

Alaska 

0 

0 

0 

0 

Arizona 

5,209,000 

5,282,000 

4,369,000 

-913,000 

Arkansas 

30,000 

30,000 

25,000 

-5,000 

California 

26,584,000 

26,958,000 

22,300[000 

-4,658,000 

Colorado 

2,017,000 

2,045,000 

1,692,000 

-353,000 

Connecticut 

1,250,000 

1,268,000 

1,049,000 

-219,000 

Delaware 

20,000 

20,000 

17,000 

-3,000 

District  of  Columbia 

1,210,000 

1,227,000 

1,015,000 

-212,000 

Florida 

29,600,000 

30,016,000 

24,829,000 

-5,187,000 

Georgia 

4,629,000 

4,694,000 

3,883,000 

-811,000 

Hawaii 

83,000 

84,000 

69,000 

-15,000 

Idaho 

592,000 

600,000 

496,000 

-104,000 

Illinois 

5,227,000 

5,301,000 

4^85,000 

-916,000 

Indiana 

583,000 

591,000 

489,000 

-102,000 

Iowa 

524,000 

531,000 

440,000 

-91,000 

Kansas 

231,000 

234,000 

194.000 

-40,000 

Kentucky 

0 

0 

0 

0 

Louisiana 

222,000 

225,000 

186,000 

-39,000 

Maine 

438,000 

444,000 

367,000 

-77,000 

Maryland 

3,890,000 

3,945,000 

3.263,000 

-682,000 

Massachusetts 

6,400,000 

6,490,000 

5.369,000 

-1,121,000 

Michigan 

6,933,000 

7,031,000 

5.816,000 

-1,215,000 

Minnesota 

4,920,000 

4,989,000 

4,127,000 

-862,000 

Mississippi 

1,112,000 

1,128,000 

933,000 

-195,000 

Missouri 

790,000 

801,000 

663,000 

-138,000 

Montana 

70,000 

71,000 

59,000 

-12,000 

Nebraska 

527,000 

534,000 

442,000 

-92,000 

Nevada 

0 

0 

0 

0 

New  Hampshire 

548,000 

556,000 

460,000 

-96,000 

New  Jersey 

1,658,000 

1,681,000 

1,390,000 

-291,000 

New  Mexico 

1,012,000 

1,026,000 

849,000 

-177,000 

New  York 

8,800,000 

8,924,000 

7,380,000 

-1,544000 

North  Carolina 

1,621,000 

1,644,000 

1,360,000 

-284,000 

North  Dakota 

1,037,000 

1,052,000 

870,000 

-182,000 
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STATE/TERRITORY 

2602       j  2003 
Actual      i    Pres.  Budget 

2004 
Estimate 

Difference 
+/-  2003 

Ohio 

Oklahoma 
Oregon 

1,716.000 
600.000 
2,291.000 
6,060,000 
157,000 

111,000 
332,000 

OAl  AAA 

803,000 
3,471,000 
1,031,000 

1,740,000 
608,000 
2,323,000 
6,145,000 
159,000 

113,000 
337,000 
814,00 
3,520,000 
1,046,000 

1,440,000 
503,000 
1,922,000 
5,083,000 
132,000 

-300,000 
-105,000 
-401,00 

Pennsylvania 
Rhode  Island 

-1,062,000 
-27,000 

-20,00 
-59,000 
-140,000 
-608,000 
-181,000 

South  Carolina 
South  Dakota 
Tennessee 
Texas 
Utah 

93,000 
278,000 

A  AAA 

674,000 
2,912,000 
865,000 

Vermont 
Virginia 
Washington 

it  CM   V  ilgillja 

Wisconsin 
Wyoming 

424,000 
4,592,000 
13,882,000 
5  000 
831^000 
0 

43U,0UU 
4,657,000 
14,077,000 
5  000 
843^000 
0 

356,000 
3,852,000 
11,644,000 
4  000 
697^000 
0 

-76,000 
-805,000 
-2,433,000 
-1  000 
-146',000 
0 

Subtotal 

154,074,000 

156,241,000 

129,241,000 

-27,00,000 

Discretionary  Fund 
Other 

68,861,000 
3,619,000 

68,000,000 
3,050,000 

68,000,000 
2,952,000 

0 

-98,000 

Subtotal  adjustments 

72,480,000 

71,050,000 

70,952,000 

-98,000 

TOTAL  RESOURCES 

$226354,000 

$227,291,000 

$200,193,000 

-$27,098,000 
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VICTIMS  OF  TRAFFICKING 


Authorizing  Legislation  -  Legislation  to  reauthorize  the  Victims  of  Trafficking  and  Violence 
Protection  Act  of  2000,  P.L  106-386,  section  107(b)(1)  is  pending  Congressional  action. 


Increase 

2002 

2003 

2004 

Or 

Enacted 

Appropriation 

Estimate 

Decrease 

$10,000,000 

$10,000,000 

$10,000,000 

$0 

2004  Authorization... .Such  sums  (as  included  in  the  pending  FY  2003  straight-line  reauthorization 
of  the  program). 


Purpose  and  Method  of  Operation 

This  program  supports  the  Administration  for  Children  and  Families*  goal  to  provide  Office  of 
Refugee  Resettlement- funded  services  and  benefits  to  victims  of  trafficking.  This  program  activity 
is  funded  out  of  the  Refugee  and  Entrant  appropriation. 

In  October  2000,  the  Victims  of  Trafficking  and  Violence  Protection  Act  of 2000  was  enacted.  The 
goals  of  the  law  are  to  prevent  human  trafficking  overseas,  increase  prosecution  of  human 
traffickers  here  in  the  United  States,  protect  the  victims  and  provide  Federal  and  State  assistance  to 
certain  victims.  Trafficking  victims  are  defined  as  people  who  are  sexually  exploited  or  compelled 
to  provide  labor  through  physical  force,  fraud,  or  coercion.  Estimates  indicate  that  there  may  be 
thousands  of  victims  in  the  United  States. 


This  program  extends  eligibility  for  benefits  and  services  to  trafficking  victims  to  the  same  extent 
as  refugees.  The  law  specifically  requires  HHS,  in  consultation  with  the  Attorney  General,  to 
certify  adult  trafficking  victims  as  a  pre-condition  for  their  eligibility.  Once  certified,  adult 
trafficking  victims  will  be  eligible  to  apply  for  benefits  and  services  under  any  Federal  or  State 
funded  programs,  to  the  same  extent  as  refugees.  Adult  trafficking  victims  may  be  eligible  for 
refugee  cash  and  medical  assistance  and  social  services.  Victims  under  18  years  of  age  do  not  need 
such  certification  in  order  to  be  eligible  for  benefits  and  services  under  the  refugee  unaccompanied 
minor  program,  but  rather  receive  eligibility  letters. 

Funding  for  Victims  of  Trafficking  in  previous  years  has  been  as  follows: 

2001   $  5,000,000 

2002   $10,000,000 

2003   $  10,000,000 
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Rationale  for  the  Budget  R  com  est 

The  FY  2004  request  for  Victims  of  Trafficking  is  510,000,000,  consistent  with  the  FY  2003 
President's  Budget  request  to  reauthorize  the  program.  These  funds  will  ensure  continued 
administration  of  a  national  network  for  identifi cation,  tracking  and  certification  of  trafficking 
victims. 
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Resource  and  Program  Data 

Victims  of  Trafficking 


2002 
.A  ctu  sil 

2003 
President's 
Dudget 

2004 

Resource  Data: 

Service  Grants: 

Formula 

Di  scTeti  onary 
Research/Evaluation 

«a  16Q  000 

$R  670  000 

670  000 

Demonstration/Development 
Training/Technical  Assistance 
Program  Support' 
Total,  Resources 

1  14S  fWI 

1  ^70  rvAn 

1  lift  ftftA 

1 4  7 1 A  000 

<r  i  a  ono  ooo 

tio  OOO  000 

Program  Data: 

Number  of  Grants 
New  Starts: 

14 

It 

74 

# 
S 

14 
I1* 

10 

$1  16Q  000 

SIS  101  OOO 

Continuations: 

a 

$ 

Contracts: 
# 
$ 

Interagency  Agreements: 

J? 
$ 

14 

24 

$3,369,000 

$8,670,000 

3 

3 

3 

$1,088,000 

$1,005,000 

$1,000,000 

Includes  funding  for  staff  support  and  outreach  and  education  campaign  contract 
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SOCIAL  SERVICES 


Act  and  Section  501  of  the  Refugee  Education  Assistance  Act  of  1980  is  pending  Congressional 
action. 

Increase 

2002 

2003  2004 

Or 

Enacted 

Appropriation  Estimate 

Decrease 

$158,600,000 

$151,121,000  $153,121,000 

+$2,000,000 

2004  Authorization..  ..Such  sums  (as  requested  in  pending  legislation). 


Purpose  and  Method  of  Operation 

This  activity  supports  the  Administration  for  Children  and  Families'  goal  to  increase  economic 
independence  and  productivity  for  families,  and  to  increase  employment.  In  FY  2004, 
approximately  $72  million  of  the  funds  available  for  this  activity  will  be  allocated  by  formula  to 
States  based  on  the  most  recent  three-year  arrival  population.  Approximately  $13  million  will 
support  social  services  discretionary  programs.  In  keeping  with  Congressional  intent, 
approximately  $19  million  will  be  allocated  to  communities  affected  by  recent  arrivals  of  Cuban 
and  Haitian  refugees  and  entrants;  $26  million  will  assist  communities  with  large  concentrations  of 
refugees  whose  cultural  differences  make  assimilation  difficult;  and  $14  million  will  assist  those 
adversely  affected  by  welfare  reform.  In  addition,  in  FY  2004,  approximately  $7.5  million  will  be 
available  for  continuation  grants  to  increase  educational  support  to  schools  with  a  significant 
proportion  of  refugee  children.  Funding  for  Social  Services  during  the  last  five  years  has  been  as 
follows: 


1999   $205,694,000 

2000   $143,621,000 

2001   $143,621,000 

2002   $158,600,000 

2003   $151,121,000 


Rationalf  for  the  Budget  Recioest 

The  FY  2004  request  for  Social  Services  is  $153,121 ,000,  $2  million  more  than  the  FY  2003 
President's  Budget-  The  funds  requested  will  support  State-administered  programs  emphasizing 
employment-related  activities.  Social  Services  assist  refugees  in  obtaining  employment  and 
attaining  social  adjustment  as  quickly  as  possible.  Priority  is  given  to  English  language  training, 
case  management,  employment  preparation,  and  job  placement  and  retention  services.  The 
additional  $2  million  will  be  for  independent  and  quality  evaluations  of  the  social  services  program. 
This  activity  was  prompted  by  a  review  of  refugee  employment  programs  in  the  Administration's 
Program  Assessment  Rating  Tool  (PART).  The  assessment  indicates  that  while  this  program's 
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purpose  and  mission  are  clear,  it  is  weak  in  strategic  planning  namely  because  the  program  fails  to 
conduct  independent  evaluations.  These  evaluations  are  intended  to  assess  the  effectiveness  of  the 
social  services  program.  A  summary  of  the  PART  assessment  follows  on  the  next  page. 

In  FY  2004,  Social  Services  funds,  together  with  Targeted  Assistance  funds,  will  increase  the 
percentage  of  refugees  who  enter  employment  by  at  least  five  percent  annually  from  the  FY  2003 
actual  performance.  These  funds  will  also  increase  the  percent  of  cases  in  which  a  welfare  cash 
termination  occurs  due  to  earnings  by  at  least  five  percent  annually  from  the  FY  2003  actual 
performance  level.  Legislation  to  reauthorize  the  program,  as  requested  in  the  FY  2003  President': 
Budget,  is  pending  Congressional  action. 
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Resource  and  Program  Data 

Social  Services 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discreti  onary 
Research/Evaluation 
Demonstration 

Training/Technical  Assistance 
Program  Support1 
Total,  Resources 

Program  Data: 

*/7t  Qin  nnn 

^71  qio  nnn 

*.7i  qi n  nnn 

77  ast  nnn 

7fi  7t  i  nnn 

7*»  7i  i  nnn 

7  nnn  nnn 

?  j^o  nnn 

9  'vftn  nnn 

7  snn  nnn 

1  ^n  nnn 

^  i  ^7  **7n  nnn 

ci  <i  1  oi  nnn 

Jl      ,  1  Zl,UUU 

Number  of  Grants 
New  Starts:2 
# 
$ 

Continuations: 
# 

S 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

7^4 

7^ 

1^7 

oy 

177 

1 1 7  <:  017  nnn 

ci  1  -3  Qi n  nnn 

n  no  qi  n  nnn 

165 

109 

227 

$27,003,000 

$37,211,000 

$41,211,000 

1 

$2,000,000 

1 

$150,000 

1  Includes  funding  for  interagency  agreement  with  the  Office  of  international  and  Refugee  Health. 


Page  1-25 

Refugee  and  Entrant  Assistance 


Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


1592 


DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Refugee  and  Entrant  Assistance-Social  Services 

(CFDA  #  93.566) 

2002 
Actual 

2003 
Pres.  Budget 

2004 
Estimate 

Difference 
+/-  2003 

STATFjTERRTTORY 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 

Maryland 
Massachusetts 
Michigan 
Minnesota 


Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 

New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


$102,000 

$102,000 

$102,000  $0 

75,000 

75,000 

75,000 

0 

1,824,000 

1,824,000 

1,824,000 

0 

75,000 

75,000 

75,000 

0 

7,451,000 

7,451,000 

7,451,000 

0 

793,000 

nr>n  AAA 

793,000 

793,000 

0 

869,000 

869,000 

SM  AAA 

A 
V 

75  000 

75  000 

75,000 

0 

165,000 

165,000 

165,000 

0 

-i  £   r\0  A  AAA 

1 5,984,000 

1  £  AO  A  AAA 

15,984,000 

1  C  f\C*  A  AAA 

15,984,000 

0 

C*7C  AAA 
Z,?/J,0U0 

C7C  AAA 
Z,J  /5,UUU 

2,575,000 

0 

75,000 

75,000 

75,000 

0 

668,000 

668,000 

AAA 

0 

?  ?Qfi  AAA 

?  ">Q(\  AAA 

2,296,000 

0 

407,000 

407,000 

407,000 

0 

1  lO^I  AAA 

J,lz4,UUU 

1   1  ^  A  AAA 

i,]x4,UUU 

1,124,000 

0 

148,000 

148,000 

148,000 

0 

1,083,000 

1,083,000 

1,083,000 

0 

T>  J  AAA 

324,  UW 

1*SA  AAA 

324,000 

324,000 

0 

^dZCi  AAA 

269,000 

»\AA  AAA 

269,000 

AAA 

269,000 

0 

1  A  1  ii  AAA 

1  A 1  A  AAA 

1  A1G  AAA 

A 

(J 

1  £1  K  AAA 

1 aha 

1,615,000 

0 

2,223,000 

2,223,000 

2,223,000 

0 

3,288,000 

3,288,000 

3,288.000 

0 

75,000 

75,000 

75,000 

0 

1,888,000 

1,888,000 

1,888,000 

0 

75,000 

75,000 

75,000 

0 

424,000 

424,000 

424,000 

0 

490,000 

490,000 

490,000 

0 

416,000 

416,000 

416,000 

0 

1,332,000 

1,332,000 

1,332,000 

0 

198,000 

198,000 

198,000 

0 

5,580,000 

5,580,000 

5,580,000 

0 

835,000 

835,000 

835,000 

0 

301.000 

301,000 

301,000 

0 
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STATE/TERRITORY  | 

2002 

2003 

2004 

Difference  ! 

Actual 

Pres.  Budget 

Estimate 

+/-  2003  ! 

Ohio 

Oklahoma 

1,544,000 
100,000 
1,033,000 
1,990,000 
193,000 

1,544,000 
100,000 
1,033,000 
1,990,000 
193,000 

1,544,000 
100,000 
1,033,000 
1,990,000 
193,000 

0 
0 
0 
0 

o 

Oregon 
Pennsylvania 
Rhode  Island 

South  Carolina 
South  Dakota 
Tennessee 

94,000 
311,000 
714,000 

94,000 
311,000 
714,000 
3,196,000 
717,000 

94,000 
311,000 
714,000 
3,196,000 
717,000 

o 
o 

0 
0 
0 

Texas 
Utah 

3,196,000 
717,000 

Vermont 
Virginia 
Washington 

213,000 
1,363,000 
3,730,000 

213,000 
1,363,000 
3,730,000 

213,000 
1,363.000 
3,730,000 

0 
0 
0 

West  Virginia 
Wisconsin 

75,000 
496,000 

75,000 
496,000 

75.000 
496,000 

0 
0 

Wyoming 

0 

0 

0 

0 

Subtotal 

71,910,000 

71,910,000 

71,910.003 

0 

Discretionary 
Other 

77,851,000 
2,609,000 

76,711,000 
2,500,000 

76,711,000 
4,500,000 

0 

2,000,000 

Subtotal  adjustments 

80,460,000 

79,211,000 

81,211,000 

2,000,000 

TOTAL  RESOURCES 

$152370,000 

$151,121,000 

$153,121,000 

$2,000,000 
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VICTIMS  OF  TORTURE 


Authorizing  Legislation  -  Straight-line  reauthorization  of  Section  5  of  the  Torture  Victims  Relief 
Act  of  1 998  is  requested. 


Increase 

2002 

2003 

2004 

or 

Enacted 

Appropriation 

Estimate 

Decrease 

$10,000,000 

$10,000,000 

$10,000,000 

$0 

2004  Authorization. .  ..$10,000,000  (as  included  in  the  proposed  straight-line  reauthorization  of  the 
program). 


Purpose  and  Method  of  Operation 

This  program  supports  the  Administration  for  Children  and  Families'  goal  to  provide  services  and 
rehabilitation  for  victims  of  torture.  Allowable  services  include  treatment,  social  and  legal  services, 
and  provision  of  research  and  training  to  health  care  providers  to  enable  them  to  treat  the  physical 
and  psychological  effects  of  torture.  Funding  for  Victims  of  Torture  during  the  last  five  years  has 
been  as  follows: 

1999  ~  .  ~   $  0 


2000   $  7,265,000 

2001   $10,000,000 

2002  -   $10,000,000 

2003   $10,000,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  reauthorizing  legislation  of  the  Victims  of  Torture  Program  at  $10,000,000 
is  consistent  with  the  FY  2003  budget  request.  This  activity  will  provide  a  comprehensive  program 
of  support  for  domestic  centers  and  programs  for  victims  of  torture.  The  funds  will  be  used  to 
provide  direct  rehabilitation,  social,  and  legal  services  to  victims  of  torture,  with  special  emphasis 
on  timely  and  appropriate  services  to  asylum  applicants  entering  the  United  States  who  have  been 
recent  victims  of  torture. 

These  funds  also  will  support  training  of  health  care  professionals  to  enable  them  to  recognize  and 
treat  the  physical  and  psychological  effects  of  torture  and  for  identifying  and  sharing  best  practices 
in  rehabilitation  services  among  health  care  professionals  through  conferences  and  professional 
symposia. 
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Resource  and  Program  Data 
Victims  of  Torture 


Actual 

2003 
President's 
Budget 

">(i(\A 

ZUU4 

Estimate 

Resonrce  Data: 

Service  Grants: 

Formula 
Discretionary 
Research/Evaluation 

$9,500,000 

$9,500,000 

$9,500,000 

Demons  tration/Devel  opment 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

500.000 

500.000 

500,000 

$10,000,000 

$10,000,000 

$10,000,000 

Program  Data: 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
M 
$ 

29 

29 

30 

30 

$10,000,000 

29 

29 

$10,000,000 

$10,000,000 

Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


Page  1-29 

Refugee  and  Entrant  Assistance 


1596 


PREVENTIVE  HEALTH 

Authorizing  Legislation  -  Legislation  to  reauthorize  Section  414  of  the  Immigration  and 
Nationality  Act  and  Section  501  of  the  Refugee  Education  Assistance  Act  of  1 980  is  pending 
Congressional  action. 


Increase 

2002                       2003                            2004  Or 
Enacted  Appropriation  Estimate  Decrease 


$4,835,000  $4,835,000  $4,835,000  $0 


2004  Authorization..  ..Such  sums  (as  required  in  pending  legislation). 
Purpose  and  Method  of  Operation 

This  program  supports  the  Administration  for  Children  and  Families'  goal  to  enhance  economic 
independence  and  productivity  for  families,  and  to  increase  employment.  The  Office  of  Refugee 
Resettlement  recognizes  that  a  refugee's  medical  condition  may  affect  public  health  as  well  as 
prevent  a  refugee  from  achieving  economic  self-sufficiency.  Funds  for  preventive  health  services 
are  awarded  to  States  through  this  discretionary  grant  program  to  provide  health 
screening/assessment  services  to  refugees. 

Funding  for  Preventive  Health  during  the  last  five  years  has  been  as  follows: 


1999   $4,835,000 

2000   $4,835,000 

2001   $4,835,000 

2002  „  $4,835,000 

2003  $4,835,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Preventive  Health  is  $4,835,000,  consistent  with  the  FY  2003  budget 
request.  This  will  ensure  adequate  health  assessment  activities  for  refugees.  Grant  funds  are  used 
for  State  level  coordination  of  public  health  programs,  outreach  and  interpreter  services,  health 
screening  services,  and  referral  for  medical,  dental,  and  rehabilitative  services.  Legislation  to 
reauthorize  the  program,  as  requested  in  the  FY  2003  President's  Budget,  is  pending  Congressional 
action. 
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Resource  and  Program  Data 
Preventive  Health 


2003 

2002 

President's  i 

2004 

Actual 

Budget 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support5 
Total,  Resources 

Program  Data: 

$4,738,000 

$4,635,000 

c*  a  £.1  c  r\(\r\ 

$4,635,000 

97,000 

200,000 

2UU,UUU 

$4,835,000 

$4,835,000 

Number  of  Grants 
New  Starts: 

a 
$ 

Continuations: 
* 

n 

$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

22 

22 

22 

$4,635,000 

22 

22 

$4,738,000 

$4,635,000 

1 

1 

$97,000 

$200,000 

$200,000 

1  Interagency  agreement  with  Office  of  International  and  Refugee  Health. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Refugee  and  Entrant  Assistance-Preventive  Health  (CFDA  #  93.566) 

STATE/TERRITORY 

2002        j  2003 
Actual       j  Pres.  Budget 

2004 
Estimate 

Difference 
+/-  2003 

Alabama  $58,000  $57,000  $57,000  $0 

Alaska                                               0  0  0  0 

Arizona  175,000  171,000  171,000  0 

Arkansas                                           0  0  0  0 

California  820,000  802,000  802,000  0 


Colorado  150,000 

Connecticut  90,000 

Delaware  0 

District  of  Columbia  1 00,000 

Florida  1,000,000 


147,000  147,000  0 

88,000  88,000  0 

0  0  0 

97,000  97,000  0 

978,000  978,000  0 


Georgia  193,000  189,000  189,000  0 

Hawaii  76,000  75,000  75,000  0 

Idaho  70,000  68,000  68,000  0 

Illinois  231,000  226,000  226,000  0 

Indiana  75,000  73,000  73,000  0 


193,000 
76,000 

189,000 
75,000 

189,000 
75,000 

70,000 

68,000 

68,000 

231,000 

226,000 

226,000 

75,000 

73,000 

73,000 

0 

0 

0 

36,000 
0 

35,000 

35,000 
0 

0 

93,000 

91,000 

91,000 

"  0 

0 

0 

Iowa  0  0  0  0 

Kansas  36,000  35,000  35,000  0 

Kentucky  0  0  0  0 

Louisiana  93,000  91,000  91,000  0 

Mame  0  0  0  0 


Maryland 

222,000 

217,000 

217,000 

0 

Massachusetts 

449,000 

440,000 

440,000 

0 

Michigan 

189,000 

185,000 

185,000 

0 

Minnesota 

300,000 

294000 

294000 

0 

Mississippi 

80,000 

78,000 

78,000 

0 

Missouri 

124,000 

122,000 

122,000 

0 

Montana 

0 

0 

0 

0 

Nebraska 

0 

0 

0 

0 

Nevada 

0 

0 

0 

0 

New  Hampshire 

117,000 

114,000 

114,000 

0 

New  Jersey 

0 

0 

0 

0 

New  Mexico 

0 

0 

0 

0 

New  York 

0 

0 

0 

0 

North  Carolina 

0 

0 

0 

0 

North  Dakota 

90,000 

88,000 

88,000 

0 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-2003 

Ohio 

0 

0 

0 

0 

Oklahoma 

0 

0 

0 

0 

Oregon 

0 

0 

0 

0 

Pennsylvania 

0 

0 

0 

0 

Rhode  Island 
South  Carolina 

0 
0 

0 
0 

0 
0 

0 
0 

South  Dakota 

0 

0 

0 

0 

Tennessee 

0 

0 

0 

0 

Texas 

0 

0 

0 

0 

Utah 

0 

0 

0 

0 

Vermont 

0 

0 

0 

0 

Virginia 

0 

0 

0 

0 

Washington 

0 

0 

0 

0 

West  Virginia 

f\ 
\J 

A 

ft 

4 

A 

u 

Wisconsin 

0 

0 

0 

0 

Wyoming 

0 

0 

0 

0 

Subtotal 

4,738,000 

4,635,000 

4,635,000 

0 

Discretionary  Fund 

97,000 

200,000 

200,000 

0 

Subtotal  adjustments 

97,000 

200,000 

200,000 

0 

TOTAL  RESOURCES 

$4,835,000 

$4,835,000 

$4,835,000  $0 

Administration  far  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


PageJ-33 

Refugee  and  Entrant  Assistance 


1600 


TARGETED  ASSISTANCE 


Authorizing  Legislation  —  Legislation  to  reauthorize  Section  414  of  the  Immigration  and 
Nationality  Act  and  Section  501  of  the  Refugee  Education  Assistance  Act  of  1980  is  pending 
Congressional  action. 


Increase 

2002 

2003 

2004 

or 

Enacted 

Appropriation 

Estimate 

Decrease 

$49,477,000 

$49,477,000 

$49,477,000 

$0 

2004  Authorization.... Such  sums  (as  requested  in  pending  legislation). 


Purpose  and  Method  of  Operation 

This  program  supports  the  Administration  of  Children  and  Families'  goal  to  provide  grants  to  States 
with  counties  that  are  impacted  by  high  concentrations  of  refugees  and  high  dependency  rates. 
States  are  required  by  statute  to  pass  on  to  the  designated  counties  at  least  ninety-five  percent  of  the 
funds  awarded.  In  FY  2004,  the  Office  of  Refugee  Resettlement  will  direct  targeted  assistance 
funds  to  areas  with  large  concentrations  of  refugee  and  entrant  populations  to  supplement  available 
services.  Services  provided  by  this  program  are  generally  designed  to  secure  employment  for 
refugees  within  one  year  or  less. 

Funding  for  Targeted  Assistance  during  the  last  five  years  has  been  as  follows 


1999  $49,477,000 

2000  $49,477,000 

2001  .\  $49,477,000 

2002   $49,477,000 

2003   $49,477,000 


Rationale  for  the  Budget  Request 

The  FY  2004  request  for  Targeted  Assistance  is  $49,477,000,  the  same  as  the  FY  2003  President's 
Budget.  These  funds  will  be  awarded  to  States  to  enable  counties  and  other  jurisdictions  that  have 
high  concentrations  of  refugees  to  provide  needed  employment  services  to  help  increase  the  number 
of  refugees  entering  employment  and  to  terminate  cash  assistance  cases  due  to  earnings.  Legislation 
to  reauthorize  the  program,  as  requested  in  the  FY  2003  President's  Budget,  is  pending 
Congressional  action. 
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Resource  and  Program  Data 
Targeted  Assistance 


2002 
Actual 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$44,529,000 

$44,529,000 

$44,529,000 

4,948,000 

4,948,000 

4,948,000 

$49,477,000 

$49,477,000 

$49,477,000 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

41 

41 

28 

13 

$44,529,000 

$4,948,000 

13 

28 

41 

'  $4,948,000 

$44,529,000 

$49,477,000 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  DISCRETIONARY  STATE/FORMULA  GRANTS 


PROGRAM:  Refugee  and 

Entrant  Assistance-Targeted  Assistance  (CFDA  #  93.566) 

2002 

2003 

2004  Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate      |       +/-  2003 

$0 

Alabama 

$0 

$0 

$0 

Alaska 
Arizona 

0 

0 

0 

0 

1,410,000 

1,410,000 

1,410,000 

0 

Arkansas 

0 

0 

0 

0 

California 

5,704,000 

5,704,000 

5,704,000 

0 

Colorado  336,000  336,000  336,000  0 

Connecticut  0  0  0  0 

Delaware  0  0  0  0 

District  of  Columbia  295,000  295,000  295,000  0 

Florida  10,387,000  10,387,000  10,387,000  0 

Georgia  1,661,000  1,661,000  1,661,000  0 

Hawaii  0  0  0  0 

Idaho  288,000  288,000  288,000  0 

Illinois  1,772,000  1,772,000  1,772,000  0 

Indiana  0  0  0  0 


Iowa  699,000  699,000  699,000  0 

Kansas  0  0  0  0 

Kentucky  1,018,000  1,018,000  1,018,000  0 

Louisiana  0  0  0  0 

Maine  0  0  0  0 


Maryland  0  0  0  0 

Massachusetts  871,000  871,000  871,000  0 

Michigan  1,410,000  1,410,000  1,410,000  0 

Minnesota  1,298,000  1,298,000  1,298,000  0 

Mississippi  0  0  0  0 

Missouri  1,554,000  1,554,000  1,554,000  0 

Montana  0  0  0  0 

Nebraska  291,000  291,000  291,000  0 

Nevada  446,000  446,000  446,000  0 

New  Hampshire  0  0  0  0 

New  Jersey  0  0  0  0 

New  Mexico  0  0.0  0 

New  York  5,176,000  5,176,000  5,176,000  0 

North  Carolina  304,000  304,000  304,000  0 

North  Dakota  265,000  265,000  265,000  0 
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2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode  Island 


383,000 
0 

1,519,000 
761,000 
0 


383,000 
0 

1,519,000 
761,000 
0 


383,000 
0 

1,519,000 
761,000 
0 


South  Carolina 
South  Dakota 


Texas 
Utah 


0 

219,000 
405,000 
2,473,000 
718,000 


0 

219,000 
405,000 
2.473,000 
718,000 


0 

219,000 
405,000 
2,473,000 
718,000 


Vermont 

0 

0 

0 

0 

Virginia 

895,000 

895,000 

895,000 

0 

Washington 

1,971,000 

1,971,000 

1,971,000 

0 

West  Virginia 

0 

0 

0 

0 

Wisconsin 

0 

0 

0 

0 

Wyoming 

0 

0 

0 

0 

Subtotal 

44,529,000 

44,529,000 

44,529,000 

0 

Discretionary  Fund 

4,948,000 

4,948,000 

4,948,000 

0 

Subtotal  adjustments 

4,948,000 

4,948,000 

4,948,000 

0 

TOTAL  RESOURCES 

$49,477,000 

$49,477,000 

$49,477,000 

$0 
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UNACCOMPANIED  ALIEN  CHILDREN 


Authorizing  Legislation  ~  Section  462  of  the  Homeland  Security  Act  of  2002. 


2003 

Increase 

2002 

President's 

2004 

or 

Enacted 

Budget 

Estimate 

Decrease 

$33,000,000 

$33,000,000 

S34,000,000 

+$1,000,000 

2004  Authorization.  ...Such  sums. 


Purpose  and  Method  of  Operation 

This  program  was  transferred  from  the  Immigration  and  Naturalization  Service  (INS)  to  the  ACF 
Office  of  Refugee  Resettlement,  effective  March  1, 2003,  pursuant  to  section  462  of  the  Homeland 
Security  Act.  The  program  is  designed  to  provide  for  the  care  and  placement  of  approximately 
5,000  unaccompanied  alien  minors  each  year,  who  are  apprehended  in  the  U.S.  by  INS/Homeland 
Security  agents,  Border  Patrol  officers  or  other  law  enforcement  agencies,  and  taken  into  care 
pending  resolution  of  their  claims  for  relief  under  U.S.  immigration  law  or  released  to  an  adult 
family  member  or  responsible  adult  guardian.  Resolution  of  their  claims  may  result  in  release, 
granting  of  an  immigration  status  (such  as  special  immigrant  juvenile  or  asylum),  voluntary 
departure,  or  removal.  At  any  given  time,  approximately  600  unaccompanied  alien  children  (UAQ 
are  in  care.  Types  of  care  currently  range  from  foster  care  to  shelter  care  to  secure  detention. 

Funding  for  the  Unaccompanied  Alien  Children  Program  since  its  transfer  to  ACF  has  been  as 
follows: 

2003  ,  $33,000,000 

Rationale  for  the  Budget  Request 

The  FY  2004  request  for  the  Unaccompanied  Alien  Children  Program  is  $34  million,  a  $1  million 
increase  from  the  FY  2003  President's  Budget  This  increase  represents  an  inflationary  adjustment 
to  the  funding  level  transferred  from  INS  in  FY  2003.  The  FY  2003  amount  is  a  preliminary 
estimate  and  the  actual  resources  to  be  transferred  to  ACF  as  required  in  the  Homeland  Security  Act 
will  be  established  through  the  issuance  of  a  determination  order  from  the  Office  of  Management 
and  Budget 
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ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Temporary  Assistance  for  Needy  Families 


Amounts  Available  for  Obligation 
2003 

2002  President's  2004 

Actqal  Budget  Estimate 

Appropriation 

Permanent               '     $17,008,625,000  $19,008,625,000  $17,608,625,000 

Unobligated  balance 

start  of  year                         600,000,000  400,000,000  2,000,000,000 

Unobligated  balance 

lapsing                                        0  0  0 

Unobligated  balance 

end  of  year                        -400,000,000  -2,000,000,000  -2,400,000,000 

Total  obligations              $17,208,625,000  $17,408,625,000  $17,208,625,000 
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Temporary  Assistance  for  Needy  Families 

SUMMARY  OF  CHANGES 

FY  2003  President's  Budget  Request   $19,008,625,000 

Total  estimated  budget  authority   $19,408,625,000 

(Obligations)   $17,408,625,000 

FY  2004  Estimate  Budget  Authority  „  „   $1 7,608,625,000 

(Obligations)   $17,208,625,000 

Net  change  budget  authority   -$1,400,000,000 

Net  change  (Obligations)   -$200,000,000 


Increases: 
A  Program 

1 .  Bonus  to  Reward  High 
Performance1  

2.  TANF  Research,  Demonstration 
and  Technical  Assistance 
activities1 " 

ir  eases: 

A.  Pro^taiii: 

1 .  Contingency  Fund  

Net  Change.....  


FY  2003  President's 
Budget  Base 


[$300,000,000] 


[$100,000,000] 


$2,000,000,000 


Change  from  Base 


+$50O,000,0OO2 


+$100,000,0003 


-$2,000,000,000" 
-$1,400,000,000 


1  Budget  Authority  originally  appropriated  in  FY  1999;  grants  in  FY  2003  for  both  High  Performance  Bonus  and 
TANF  Research  are  made  from  unobligated  balances  carried  forward. 

2  The  FY  2003  President's  reauthorization  proposal  includes  $500,000,000  for  the  Employment  Achievement  Bonus 
for  fiscal  years  2004  through  2008.  The  average  annual  total  amount  of  the  grants  for  each  bonus  year  equals 
$100,000,000. 

3  The  FY  2003  President's  reauthorization  proposal  includes  $  1 00,000,000  annually  beginning  in  FY  2003  for  this 
program.  (Unobligated  balances  carried  forward  will  fund  this  effort  in  FY  2003,  and  in  FY  2004  and  beyond  the 
reauthorization  proposes  to  appropriate  $100,000,000  annually  for  mis  activity). 

4  The  FY  2003  Presidents  reauthorization  proposal  includes  $2,000,000,000  for  the  Contingency  fund,  available 
over  a  five-year  period. 
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Temporary  Assistance  for  Needy  Families 

Budget  Authority  by  Activity 

FY  2003  FY  2004 

FY  2002  President's  Request  • 

Actual  Budget  Budget 

State  Family  Assistance 

Grants                                $16,488,667,000  $16,488,667,000  $36,488,667,000 

Territories  -  Family 

Assistance  grants                            77,875,000  77,875,000  77,875,000 

Matching  Grants  to  Territories           15,000,000  15,000,000  15,000,000 

Bonus  to  Reward  Decrease 

in  Illegitimacy                            100,000,000  0  0 

TANF  Research, 
Demonstration  and  Technical 

Assistance  Activities                                  0  [100,000,000]  100,000,000 

Promotion  of  Healthy 
Marriage  and  Family 

Formation  Grants                                      0  100,000,000  100,000,000 

Supplemental  Grants  for 

Population  Increases                     319,450,000  319,450,000  319,450,000 

Bonus  to  Reward  High 
Performance  States  - 

Obligations  non-add  -                  [200,000,000]  [300,000,000]  500,000,000 

Tribal  Work  Programs                      7,633,000  7,633,000  7,633,000 

Contingency  Fund                    [1,958,000,000]  2,000,000,000  [2,000,000,000] 

Total,  Budget  Authority             $17,008,625,000  $19,008,625,000  $17,608,625,000 

Note*.  Bracketed  budget  authority  indicates  that  these  activities  will  be  funded  from  unobligated  balances  carried  forward  from 
prior  years. 
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Budget  Authority  by  Object 

2003  President's  2004  Increase  or 

Budget  Estimate  Decrease 

Advisory  and  assistance 

services  (25.1)                                 $20,000,000  $20,000,000  $0 

Grants,  subsidies  and 

contributions  (4 1.0)                       $18.988.625.000  $17,588.625.000  -$1,400.000.000 

Total,  Budget  Authority                  $19,008,625,000  $17,608,625,000  -$1,400,000,000 
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Temporary  Assistance  to  Needy  Families 
Authorizing  Legislation 


2003  2003  2004  2004 

Amount  President's         Amount  Budget 

Authorized  Budget         Authorized  Request 

State  Family  Assistance  Such  sums   $16,488,667,235       Such  sums  $16,488,667,235 

Grants:  Section 
403(a)(1)(E)  of  the  Social 
Security  Act,  as  amended 
(less  State  penalties) 


Territories  -  Family  Such  sums        77,875,765         Such  sums  77,875,765 

Assistance  Grants: 

Section  403(a)(l)E  of  the 

Social  Security  Act,  as 

amended1 


Matching  Grants  to 
Territories 

Bonus  to  Reward 
Employment 
Achievement  (prev.  High 
Performance) 

TANF  Research, 
Demonstration  and 
Technical  Assistance 
Activities 


Such  sums  15,000,000 
2  [300,000,000] 

2  [100,000,000] 


Such  sums  15,000,000 
500,000,000  500,000,000 

100,000,000  100,000,000 


Promotion  of  Healthy  100,000,000       100,000,000  100,000,000 

Marriage  and  Family 
Formation  Grants 


1  Section  1 108  (a)  of  the  Social  Security  Act  provides  for  a  limitation  on  payments  to  Puerto  Rico,  Guam,  the  Virgin 
Islands  and  American  Samoa  under  titles  I,  X,  XTV,  XVI,  parts  A  and  E  of  title  IV,  and  subsection  1 108(b) 
(Matching  grants).  The  limitations,  which  became  permanent  with  the  enactment  of  Public  Law  96-272.  were 
established  by  PX.  104-193  and  most  recently  amended  by  Section  5512  of  P.L.  105-33,  are  as  follows: 
5107,255,000  for  Puerto  Rico,  $4,686,000  for  Guam  $3,554,000  for  the  Virgin  Islands  and  $1,000,000  for 
American  Samoa.  The  limitanons  do  not  apply  to  the  Bonus  to  Reward  Decrease  in  Illegitimacy,  the  Bonus  to 
Reward  High  Performance  States,  or  Loans  for  State  Welfare  Programs. 

:  Proposed  reauthorization  includes  $500,000,000  beginning  in  FY  2004  for  the  Bonus  to  reward  employment 
achievement  (average  annual  amount  $100,000,000).  Reauthorization  also  includes  redirection  of  High 
Performance  Bonus  funding  in  FY  2003  for  TANF  Research  (thereafter  $100,000,000  annually)  and  the  elimination 
of  the  Illegitimacy  Bonus  in  order  to  fund  the  Family  Formation  matching  grant  program  for  $100,000,000  annually. 
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2UU3 
Amount 
Authorized 

President's 
Budget 

ZUU4 
Amount 
Authorized 

2004 
Budget 
Request 

Supplemental  Grants  for 
Population  Increases: 
Section  403(a)(3)(E)  of 

Such  sums 

319,450,226 

Such  sums 

319,450,226 

the  Social  Security  Act, 
as  amended 

Tribal  Work  Programs: 
Section  412(a)(2)(D)  of 
the  Social  Security  Act, 
as  amended 

7,633,000 

7,633,287 

7,633,287 

7,633,287 

Contingency  Fund:  The 
Personal  Responsibility 
and  Work  Opportunity 
Act  of  1996,  PL  104-193. 

2,000,000,000 

2,000,000,000 

[2,000,000,000] 

[2,000,000,000] 

Total  Appropriations 

$19,008,625,513 

$17,608,625,513 

Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


PageJ-7 

Temporary  Assistance  for  Needy  Families 


1612 


APPROPRIATIONS  HISTORY  TABLE 
Temporary  Assistance  for  Needy  Families 

Budget 


Estimate 

House 

Senate 

Year 

to  Congress 

Allowance 

Allowance 

Appropriation 

1998 

1999 

$13,410,374,513 

2000 

16,672,243,513 

2001 

17,692,795,513 

2002 

16,689,175,513 

2003 

16,689,175,513 

2004 

19,008,625,513 
$17,608,625,513 

Administration  for  Children  ami  Families 

Justification  of Estimates  for  Appropriations  Committees 


PageJ-8 

Temporary  Assistance  for  Needy  Families 


1613 

Temporary  Assistance  for  Needy  Families 


Justification 


2003 
President's 

Tt\tA  not' 

rsuoget 

2004 
Estimate 

Increase 
or 

Decrease 

State  Family  Assistance 
Grants 

$16,488,667,000 

$16,488,667,000 

$0 

Territories  -  Family 
Assistance  Grants 

77,875,000 

77,875,000 

0 

Matching  Grants  to 
Territories 

15,000,000 

15,000,000 

0 

Promotion  of  Healthy 
Mamage  and  Family 
Formation  Grants 

100,000,000 

100,000,000 

0 

1  /viN-T  .Kesearcn, 
Demonstration  and 
Technical  Assistance 
Activities 

1UU,UUU,UUU 

4-1  (\f\  f\f\f\  nnn 
+ 1  uu,uuu,uuu 

Supplemental  Grants  for 
Population  Increases 

319,450,000 

319,450,000 

0 

Bonus  to  Reward 
Employment  Achievement 

[300,000,000] 

500,000,000 

+500,000,000 

Tribal  Work  Programs 

7,633,000 

7,633,000 

Contingency  Fund 

2,000,000,000 

[2,000,000,000] 

-2,000,000,000 

Total,  BA 

$19,008,625,000 

$17,608,625,000 

-$1,400,000,000 

1  Bracketed  Budget  authority  in  FY  2003  for  these  activities  was  originally  appropriated  in  FY  1999  for  High 
Performance  Bonuses  hence  fee  grants  are  made  from  unobligated  balances.  The  FY  2003  President's  Budget 
requests  a  five  year  reauthorization  of  $500,000,000  for  the  Employment  Achievement  Bonus,  providing 
$1 00,000,000  per  year  on  average  for  these  grants. 
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General  Statement 

Title  1  of  P.  L.  1 04-1 93,  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
of  1996  (PRWORA)  created  the  Temporary  Assistance  for  Needy  Families  (TANF)  program. 
The  legislation  repealed  the  Aid  to  Families  with  Dependent  Children  (AFDC)  and  related 
programs  and  replaced  them  with  a  single  fixed  block  grant.  Reauthorization  requested  for  2003 
is  pending  congressional  action. 

The  purpose  of  TANF  is  to  increase  State  flexibility  in  operating  programs  designed  to:  (1) 
provide  assistance  to  needy  families  so  that  children  may  be  cared  for  in  their  own  homes;  (2) 
reduce  dependency  by  promoting  job  preparation,  work,  and  marriage;  (3)  prevent  and  reduce 
the  incidence  of  out-of-wedlock  pregnancies;  and  (4)  encourage  the  formation  and  maintenance 
of  two-parent  families. 

Building  on  the  success  of  the  1996  welfare  reform  program,  the  FY  2004  budget  follows  the 
framework  proposed  in  the  President's  FY  2003  budget  request  which  includes  reauthorization 
of  PRWORA.  The  reauthorization  maintains  current  program  funding  levels  for  the  following 
activities:  Family  Assistance  Grants  to  States,  Tribes  and  Territories;  Matching  Grants  to 
Territories;  and  Tribal  Work  Programs.  Authority  for  both  the  Contingency  Fund  and 
Supplemental  Grants  for  Population  Increases  would  be  reinstated.  In  addition,  a  new  TANF 
Research,  Demonstration  and  Technical  Assistance  program  which  will  include  promotion  of 
family  formation  and  healthy  two-parent  marriages  activities  would  be  established,  as  well  as  a 
new  matching  grant  program  focused  on  marriage  promotion.  Finally,  the  Bonus  to  Reward  High 
Performance  States  would  be  re-focused  to  provide  for  bonuses  on  employment  achievement. 

The  President's  appropriation  request  for  this  account  assumes  passage  of  pending  legislation 
included  in  the  President's  FY  2003  request. 

Purpose  and  Method  of  Operation 

State  Family  Assistance  Grants:  Funding  under  the  TANF  program  is  provided  primarily 
through  State  Family  Assistance  Grants,  which  are  authorized  and  pre- appropriated  at  $16.5 
billion  each  year.  State  allocations  are  based  on  historic  levels  of  welfare  spending.  While 
States  must  meet  certain  work,  participation,  and  maintenance  of  effort  requirements,  they  have 
enormous  flexibility  with  their  TANF  funds  to  design  programs  that  promote  work, 
responsibility  and  self-sufficiency,  and  strengthen  families. 

There  has  been  a  dramatic  increase  in  employment  of  current  and  former  welfare  recipients.  The 
percentage  of  working  recipients  remains  high.  In  FY  2001, 33  percent  of  adult  recipients  were 
working,  compared  to  less  than  7  percent  in  FY  1 992,  and  1 1  percent  in  FY  1996.  Thus,  about 
one  in  three  recipients  was  working  in  a  typical  month,  the  highest  level  ever  recorded  and  nearly 
a  five-fold  increase  since  FY  1 992.  In  FY  2001  the  vast  majority  or  83  percent  of  recipients  who 
were  working  were  in  paid  employment;  others  were  engaged  in  work  experience  and 
community  service. 
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States  have  wide  flexibility  under  TANF  to  determine  their  own  eligibility  criteria,  benefit  levels, 
and  the  type  of  services  and  benefits  available  to  TANF  recipients.  However,  States  must 
maintain  a  historical  level  of  State  spending  on  behalf  of  eligible  families  (the  maintenance  of 
effort  requirement)  and  must  meet  minimum  work  participation  rate  requirements.  The  proposed 
reauthorization  also  would  increase  flexibility  for  States  by  allowing  them  to  spend  TANF  funds 
carried  over  from  previous  years  for  activities  other  than  assistance.  These  activities  may 
include  spending  for  preventing  and  reducing  the  incidence  of  out-of-wedlock  births, 
encouraging  formation  and  maintenance  of  healthy,  two-parent  married  families,  or  encouraging 
responsible  fatherhood.  In  FY  2001,  all  50  States,  the  District  of  Columbia  and  Puerto  Rico  met 
the  overall  work  participation  rates  for  all  families.  Additionally,  of  the  35  jurisdictions  that 
have  two-parent  family  programs  subject  to  a  work  participation  rate,  30  jurisdictions  met  the 
standard. 

In  addition,  families  who  have  received  federally  funded  assistance  under  TANF  for  five 
cumulative  years  (or  less  at  State  option)  are  not  eligible  for  federally  funded  assistance.  States 
may  continue  to  exempt  up  to  20  percent  of  their  cases  from  this  rule. 

Under  current  law  States  may  transfer  up  to  a  total  of  30  percent  of  their  TANF  funds  to  either 
the  Child  Care  and  Development  Block  Grant  program  or  the  Social  Services  Block  Grant 
(SSBG)  program,  with  not  more  than  4.25  percent  transferable  to  SSBG.  (FY  2002 
Appropriations  language  modified  current  law  allowing  for  10  percent  transfer  to  SSBG).  Under 
the  proposed  reauthorization,  the  allowable  SSBG  transfer  would  be  restored  to  10  percent. 

Tribes  are  eligible  to  operate  their  own  TANF  programs  and  those  that  choose  to  do  so  receive 
their  own  Family  Assistance  Grants.  The  number  of  approved  TANF  plans  has  steadily  increased 
since  the  first  three  tribal  TANF  programs  started  in  July  1997.  As  of  January  2003,  38  tribal 
TANF  grantees  covering  1 78  Tribes  and  Alaska  Native  Villages  had  been  approved,  all  of  which 
are  fully  operational.  Thirty  of  the  approved  plans  involve  individual  Tribes  and  eight  are  multi- 
tribal  TANF  operations. 

Territories  --  Family  Assistance  Grants:  These  grants  provide  funding  to  Guam,  Puerto  Rico  and 
the  Virgin  Islands  to  operate  their  own  TANF  programs.  Territories  are  subject  to  the  same  State 
plan,  work  and  maintenance  of  effort  requirements  as  the  fifty  States  and  the  District  of 
Columbia.  A  Territory's  allocation  is  based  on  historic  funding  levels. 

Matching  Grants  to  Territories:  These  grants  are  an  additional  source  of  funding  to  the 
Territories.  These  Matching  Grants  are  subject  to  a  ceiling  under  Section  1 108  of  the  Social 
Security  Act  and  additional  maintenance  of  effort  requirements.  Matching  Grant  funds  may  be 
used  for  the  TANF  program  and  the  Foster  Care,  Adoption  Assistance,  and  Independent  Living 
programs.  The  Federal -matching  rate  for  these  funds  is  75  percent.  Use  of  the  Matching  Grant 
is  optional. 

Supplemental  Grants  for  Population  Increases:  These  grants  were  authorized  to  provide 
additional  TANF  funding  in  FYs  1998-2001  to  States  that  experienced  increases  in  their 
populations  and  or  had  low  levels  of  welfare  spending  per  capita.  A  State  qualified  for  a  grant  in 
years  after  FY  1998  only  if  it  qualified  in  FY  1998.  Territories  and  Tribes  were  not  eligible. 
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Seventeen  States  received  these  grants  in  FY  2002,  after  the  2002  Economic  Recovery  Act 
provided  an  additional  year's  worth  of  funding. 

Bonus  to  Reward  High  Performance  States:  These  grants  provide  bonus  funds  to  States  that 
meet  certain  performance  measures  reflecting  how  well  they  are  achieving  the  goals  of  TANF. 
A  total  of  $1  billion  was  available  for  awards  for  FY  1999-2003  and  the  total  amount  awarded 
each  year  averaged  $200  million.  In  July  2002  twenty-six  States  received  high  performance 
bonuses. 

Under  the  proposed  reauthorization,  these  bonuses  would  be  restructured  to  focus  on 
employment  achievement,  and  would  average  $  1 00  million  per  year. 

Healthy  Marriage  Promotion  Grants:  The  FY  2003  Budget  proposes  a  new  matching  grant 
program  targeted  to  effective  family  formation  activities. 

Tribal  Work  Programs:  These  grants  are  available  to  Indian  Tribes  and  Alaska  Native 
organizations  that  conducted  a  Job  Opportunities  and  Basic  Skills  Training  (JOBS)  program 
in  FY  1 995 .  The  purpose  of  these  grants  is  to  allow  Indian  Tribes  and  Alaska  Native 
organizations  to  operate  a  program  to  make  work  activities  available  to  their  members. 
Funding  is  authorized  and  pre-appropriated  at  $7,633,000  for  each  fiscal  year. 

Contingency  Fund:  The  Contingency  Fund  was  established  to  provide  a  funding  reserve 
which  could  be  used  to  assist  States  that  experience  unexpected  economic  downturns, 
resulting  in  larger  than  expected  numbers  of  families  receiving  Temporary  Assistance  for 
Needy  Families  (TANF)  services,  in  order  to  be  eligible  to  receive  Contingency  Funds,  a 
State  must  meet  one  of  two  criteria: 

1)  The  State's  unemployment  rate  for  the  most  recent  3-month  period  for  which  data  are 
available  must  exceed  6.5  percent  and  this  rate  must  be  at  least  1 0  percent  higher  than  the 
unemployment  rate  for  the  same  3-month  period  in  either  or  both  of  the  last  two  calendar 
years  or,  > 

2)  The  number  of  food  stamp  participants  in  the  State  must  exceed  by  at  least  10  percent  the 
number  of  food  stamp  participants  in  the  State  in  the  comparable  quarter  of  either  FY  1994  or 
FY  1995. 

The  reauthorization  proposal  will  reinstate  the  Contingency  Fund,  which  would  retain  the  above 
triggers,  but  would  include  a  modification  to  the  definition  of  maintenance  of  effort  and  simplify 
the  annual  reconciliation  process. 
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TANF  Research,  Demonstration  and  Technical  Assistance  Activities:  This  proposed  new 
authority  would  fund  research,  demonstration,  and  technical  assistance  activities  including  those 
that  are  targeted  to  family  formation  strategies  and  healthy  marriages  and  reducing  the  incidence 
of  out  of  wedlock  birth.  A  portion  of  the  research  effort  would  be  directed  to  child  welfare 
issues  in  lieu  of  reauthorizing  children's  welfare  research  under  the  Children's  Research  and 
Technical  Assistance  account. 

Rationale  for  the  Budget  Request 

Welfare  reform  has  been  a  major  success.  The  number  of  dependent  families  has  been  cut  in 
half,  The  child  poverty  rate  has  fallen  substantially.  The  poverty  rate  of  both  black  children  and 
children  in  single  mother  families  is  now  at  the  lowest  point  in  U.S.  history.  The  growth  in  out- 
of-wedlock  births  has  slowed  for  the  first  time  in  three  decades. 

But  even  with  this  notable  progress,  much  remains  to  be  done,  and  States  still  face  daunting 
challenges.  The  tasks  of  promoting  marriage  and  two-parent  families,  of  addressing  the 
educational  and  growth  potential  of  the  next  generation,  of  fully  engaging  fathers  in  the 
emotional  and  economic  lives  of  their  children,  and  of  reducing  out-of-wedlock  pregnancies  has 
hardly  begun.  Building  on  the  early  success  of  work  programs,  the  recent  emphasis  on 
identifying  and  addressing  barriers  of  work,  on  moving  families  to  stable  jobs,  enhancing  skills 
and  wage  growth  is  far  from  finished. 

The  past  success  of  the  first  wave  of  welfare  reform  efforts  provides  a  unique  opportunity  to 
move  to  the  next  phase  of  welfare  reform  as  evidenced  in  the  Administration's  welfare  reform 
legislation  and  the  on  going  efforts  of  the  Congress  to  enact  welfare  reform  legislation. 
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Resource  and  Program  Data 
State  Family  Assistance  Grant 


2002 
Actual 

2003 

President's  Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research 
Demonstration 
Development 

Training/Technica]  Assistance 

Evaluation 

Program  Support 

Other 

TOTAL  PROGRAM 
Program  Data: 

$16,488,667,235 

$16,488,667,235 

$16,488,667,235 

$16,488,667,235 

$16,488,667,235 

$16,488,667,235 

Number  of  Grants  1 
New  Starts: 

#  1 
$ 

Continuations: 

#  1 
$ 

Contracts: 
# 
$ 

Interagency  Agreements: 
# 
$ 

89 

89 

89 

3 

18,056,438 

86 

89 

89 

16,470,610,562 

16,488,667,235 

16,488,667,235 

1  Includes  Tribal  plans  receiving  Family  Assistance  Grants. 
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Resource  and  Program  Data 
Matching  Grants  to  Territories 


ZWfl 

2004 

Actual 

PrMirlpnt's 

Hi  Ml  111  ate 

Badget 

Resource  Data: 

Service  Grants: 

Formula 

$5,632,227 

$15,000,000 

$15,000,000 

Discretionary 

Research 

Demonstration 

Development 

Traming/Technical  Assistance 

Evaluation 

Program  Support 

Other 

$15,000,000 

$15,000,000 

TOTAL PROGRAM 

$5,632,227 

Program  Data: 

Number  of  Grants 

1 

I 

1 

New  Starts: 

# 
$ 

Continuations : 
# 
$ 

1 

1 

1 

$5,632,227 

15,000,000 

15,000,000 

Contracts: 
# 
$ 

Interagency  Agreements: 

# 

$ 
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Resource  and  Program  Data 
Bonus  to  Reward  Decrease  in  Illegitimacy 


2002 

2003 

2004 

/\CLU4I 

r  rOJUCQt  0 

jC/Siim3ie 

Budget 

Resource  Data: 

Service  Grants: 

Formula 

$100,000,000 

Discretionary 

Research 

Demonstration 

Development 

Training/Technical  Assistance 
Evaluation 

V/UJCI 

CI  AA  AAA  AAA 

J 1  Uv,UvU,UUU 

Program  Data: 

Number  of  Grants 

6 

New  Starts: 

# 

6 

$ 

$100,000,000 

Continuations: 

# 

$ 

Contracts: 

# 

$ 

Interagency  Agreements: 

# 

$ 
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Resource  and  Program  Data 

TANF  Research,  Demonstration  and  Technical  Assistance  Activities 


2002 

2003 

2004 

Actual 

President's 

Estimate 

Budget 

JrVCsUtl I  vC  L'flla. 

Formula 

Discretionary 

$25,000,000 

Research 

$25,000,000 

DU,UUU,UUU 

f.c\  c\c\c\  (\c\f\ 

Demonstration 

Development 

Training/Technical  Assistance 

10,000,000 

10,000,000 

5,000,000 

Evaluation 
Program  Support 

5,000,000 

Other 

$100,000,000 

$100,000,000 

TOTAL  PROGRAM 

Program  Data: 

Number  of  Applicants 
Number  of  Grants 
New  Starts: 

TBD 

TBD 

TBD 

TBD 

# 

$ 

$80,000,000 

$80,000,000 

Continuations: 

# 

$ 

Contracts: 

# 

$ 

$20,000,000 

$20,000,000 

Interagency  Agreements: 

# 

$ 
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Resource  and  Program  Data 
TANF  Family  Formation  Matching  Grant  Program 


1  li  A*> 

zuuz 

Actual 

President's 

Estimate 

DUUgCt 

Resource  Data: 

Service  Grants: 

Formula 

*1Afl  AAA  AAA 

<P  1  f\f\  f\f\f\  f\f\f\ 

$100,000,000 

Discretionary 

$100,000,000 

Research 

Demonstration 

Development 

Training/Technical  Assistance 

Evaluation 

Program  Support 

Other 

TOTAL  PROGRAM 

$100,000,000 

$100,000,000 

Program  Data: 

Number  of  Grants 

TBD 

TBD 

New  Starts: 

# 

$ 

$100,000,000 

$100,000,000 

Continuations: 

# 

$ 

Contracts: 

# 

$ 

Interagency  Agreements: 

# 

$ 
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Resource  and  Program  Data 
Bonus  to  Reward  Employment  Achievement  (Obligations) 


2002 
Actual 

2003 

President's  Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

$200,000,000 

$300,000,000 

100,000,000 

Discretionary 

Research 

Demonstration 

Development 

Trairjing/Technical  Assistance 

Evaluation 
Program  Support 

Other 

TOTAL PROGRAM 
Program  Data: 

$200,000,000 

$300,000,000 

$100,000,000 

Number  of  Applicants 
Number  of  Grants 
New  Starts: 
# 

51 

n.a.1 

n.a. 

26 

n.a.1 

n.a.' 

26 

n.a. 

..  ,  . 

n.a.1 

$100,000,000 

$ 

$200,000,000 

$300,000,000 

Continuations: 

$ 

Contracts: 
# 

$ 

Interagency  Agreements: 
# 
$ 

1  The  number  of  applicants  and  grantees  is  not  known  at  this  time,  FY's  2002  and  2003  represent  obligations  for 
High  Performance  Bonuses,  reauthorization  proposes  to  modify  this  program  into  the  Bonus  to  reward  employment 
achievement 
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Resource  and  Program  Data 
Tribal  Work  Programs 


iUUi 

Actual 

2003 
Pres.  Budget 

2004 
Estimate 

Resource  Data: 

Service  Grants: 

Formula 

$7,633,287 

$7,633,287 

$7,633,287 

Dis  creti  onary 

Research 

Demonstration 

i-J  v  V  C  \ \J  pixi  Vi  1 i 

Training/Technical  Assistance 

Evaluation 

Program  Support 

Other 

TOTAL  PROGRAM 

$7,633,287 

$7,633,287 

$7,633,287 

Program  Data: 

Number  of  Grants 

78 

78 

78 

New  Starts: 

# 

$ 

Continuations: 

# 

78 

78 

78 

$ 

$7,633,287 

$7,633,287 

$7,633,287 

Contracts: 

# 

$ 

Interagency  Agreements: 

# 

$ 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


PROGRAM:  Tenmorarv  Assistance  for  Needy  Families  (CFDA  #93.558> 

FY  2002  j 

FY  2003 

FY  2004 

Difference 

STATE/TFRRITORY 

Actual* 

Pres.  Budget 

Estimate 

+ /-  2003 

Alabama 

$124,230,761 

$104,408,461 

$104,408,461 

$0 

Alaska 

60,264,911 

60,264,911 

60,264,911 

0 

Arizona 

228,672,071 

226,130,536 

226,130,536 

0 

Arkansas 

62,927,768 

62,951333 

62,951,233 

0 

3  730  843  439 

3  694  2QQ  021 

3  6Q3  193  9&S 

Colorado 

169,448,681 

149,626,381 

149,626,381 

0 

Connecticut 

280,127,512 

266,788,107 

266,788,107 

0 

Delaware 

32,290,981 

32,290,981 

32,290,981 

0 

District  of  Columbia 

117,062,606 

92,609,815 

92,609,815 

0 

622  745  788 

622  745  788 

622  745  7R8 

A 

u 

Georgia 

368,024,967 

368,024,967 

368,024,967 

0 

Hawaii 

103,850,027 

98,904,788 

98,904,788 

0 

Idaho 

34,991,342 

33,910,608 

33,910,608 

0 

Illinois 

585,056,960 

585,056,960 

585,056,960 

0 

217,139,064 

206,799,109 

206  799  109 

o 

Iowa 

138,101,207 

131,524,959 

131,524,959 

0 

Kansas 

101,931,061 

101,931,061 

101,931,061 

0 

Kentucky 

190.352,052 

18U87,669 

181387,669 

0 

Louisiana 

189,197,596 

180,998,997 

180,998,997 

0 

Maine 

78,120,889 

78,120,889 

78,120,889 

0 

Maryland 

229,098,032 

229,098,032 

229,098,032 

0 

Massachusetts 

459,371,116 

459,371,116 

459,371,116 

0 

Michigan 

795,175,158 

775352,858 

775,352,858 

0 

Minnesota 

270,154.377 

267,161347 

267,161347 

0 

Mississippi 

95,803352 

95,803,252 

95,803352 

0 

Missouri 

227,904,327 

217,051,740 

217.051,740 

0 

Montana 

46,386,171 

44,109,471 

44,109,471 

0 

Nebraska 

58.417,483 

57,769,382 

57,769,382 

0 

Nevada 

49,909,122 

47,710384 

47,710384 

0 

New  Hampshire 

38,951,492 

38,521,261 

38,521361 

0 

New  Jersey 

404,034,823 

404,034,823 

404,034,823 

0 

New  Mexico 

121,924,983 

117,131,204 

117,131,204 

0 

New  York 

2,44^930,602 

2,442,930,602 

2,442,930,602 

0 

North  Carolina 

338349,547 

338,349,547 

338349,547 

0 

North  Dakota 

27,719,799 

26,399,809 

26,399,809 

0 
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FY  2002 

FY  2003 

FY  2004 

Difference 

STATE/TERRITORY 

Actual* 

Pres.  Budget 

Estimate 

+/-  2003 

Ohio  727,968,260  727,968,260  727,968,260  0 

Oklahoma  147,594,230  147,594,230  147,594,230  0 

Oregon  166,798,629  166,798,629  166,798,629  0 

Permsylvania  719,499,305  719,499,305  719,499,305  0 

Rhode  Island  99,772,666  95,021,587  95,021,587  0 


South  Carolina 

99,967,824 

99,967,824 

99,967,824 

0 

South  Dakota 

22,020,494 

21,279,651 

21,279,651 

0 

Tennessee 

213,088,938 

213,088,938 

213,088,933 

0 

Texas 

583,099,664 

538,964,526 

538,964,526 

0 

Utah 

88,155,332 

84,313,871 

84,313,871 

0 

Vermont 

49,720,840 

47,353,181 

47,353,181 

0 

Virginia 

158,285,172 

158,285,172 

158^5,172 

0 

Washington 

411,437,305 

392,570^85 

389,069,040 

-3,501,345 

West  Virginia 

115,685,126 

110,176,310 

110,176,310 

0 

Wisconsin 

330,996,906 

316,603,208 

316,603,208 

0 

Wyoming 

19,589,602 

18,500,530 

18,500,530 

0 

Subtotal 

17,004,190,260 

16,697,455^76 

16,692,849,095 

-4,606,481 

Tribe  Family  Asst. 

102,791,857 

110,134,595 

114,741,076 

4,606,481 

Guam 

3,992,703 

3,992,703 

3,992,703 

0 

Puerto  Rico 

66,918,319 

71,562,501 

71,562,501 

0 

Virgin  Islands 

3,735,064 

2,846,564 

2,846,564 

0 

Subtotal 

177,437,943 

188,536,363 

193442,844 

4,606,483 

Total  States/Territories 

17,181,628,203 

16,885,991,939 

16^85,991,939 

0 

Tribal  New  Program  7,633,287  7,633,287  7,63337  0 

Employment  Achieve  0  300,000,000  100,000,000  -200,000,000 

TANF  Research  &TA  0  100,000,000  100,000,000  0 

Family  Formation  Match  0  100,000,000  100,000,000  0 

Contingency  Fund  0  2,000,000,000  0  -2,000,000,000 

Territories  Matching  5,632,227  15,000,000  15,000,000  0 

Subtotal  adjustments  13,265^14  2422,6333?  322,63337  -230,000,000 


TOTAL  RESOURCES   517,194.893,717  $19,408,625,513  $17,208,625,513  -$2^00,000,000 


*  State  levels  include  State  Family  Assistance  Grants,  High  Performance  bonuses,  Illegitimacy 
bonuses  and  Supplemental  Grants  in  FY  2002,  State  levels  for  FY's  2003  and  2004  include  only 
State  Family  Assistance  Grants  and  Supplemental  Grants. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Child  Care  Entitlement  to  States 

FY  2004  Budget  Page 

Amounts  Available  for  Obligation   K-2 

Summary  of  Changes   K-3 

Budget  Authority  by  Activity  .....  K-4 

Budget  Authority  by  Object   K-4 

Authorizing  Legislation   K.-5 

Appropriations  History  Table.  «  —   K~6 

Justification: 

General  Statement   K-7 

Child  Care  Entitlement  —  „   K-8 

State  Tables  ,   K-13 


Administration  for  Children  and  Families 

Justification  of Estimates  for  Appropriations  Committees 


PageKA 

ChM  Cars  Entitlement  to  States 


1628 


ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 
Child  Care  Entitlement  to  States 
Amonnts  Available  for  Obligation 
2003 

2002  President's  2004 

Actual  Budget  Estimate 

Appropriation: 

Annual   $2,717,000,000  $2,717,000,000  $2,717,000,000 

Re-appropriation  of 

prior  year  funds   $41,000,000 

Subtotal,  Adjusted 

Appropriation.  ».    2,758,000.000  X717.000.000  2.717.000.000 

Total  Obligations   $2,758,000,000  $2,717,000,000  $2,717,000,000 
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Child  Care  Entitlement  to  States 
SUMMARY  OF  CHANGES 


FY  2003  President's  Budget  Request   $2,7 1 7,000,000 

Total  estimated  budget  authority   $2,717,000,000 

(Obligations)    $2,717,000,000 

FY  2004  Estimate.  _  ^  -   $2,717,000,000 

(Obligations)   $2,717,000,000 

Net  change   $0 

(Obligations)  ~  -   SO 
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Child  Care  Entitlement  to  States 
Budget  Authority  by  Activity 


2002 
Actual 

State  Mandatory  Funds ...  $1,177,524,781 
Matching  Child  Care   1,519,342,719 


Tribal  Mandatory- 
Funds  


Training  and  Technical 
Assistance  ~  


54,340,000 


6,792,500 


2003 
President's 
Budget 

$1,177,524,781 

1,478342,719 

54,340,000 

6,792,500 


2004 
Estimate 

$1,177,524,781 

1,478^42,719 

54,340,000 

6,792,500 


Total,  Budget  Authority..  $2,75  8,000,000 


$2,717,000,000 


$2,717,000,000 


Budget  Authority  bv  Object 


2003 
President's 
Budget 


2004 
Estimate 


Increase 
or 

Decrease 


Advisory  and  assistance 
services  


$6,792,500 


$6,792,500 


$6,792^00 


Grants,  subsidies,  and 
contributions  


2,751,207,500        2,710,207,500  2,710,207,500 


Total,  Budget  Authority. 


$2,758,000,000       $2,717,000,000  $2,717,000,000 
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Child  Care  Entitlement  to  States 


Authorizing  Legislation 


2003 

2003 

2004 

2004 

Amount 

President's 

Amount 

Budget 

Authorized 

Budget* 

Authorized 

Request 

Section  418  of  the 

Social  Security 

Act 

$2,717,000,000 

$2,717,000,000 

$2,717,(300,000 

$2,717,000,000 

*  Legislation  pending  Congressional  action  to  reauthorize  this  program  at  this  level. 
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Child  Care  Entitlement  to  States 
APPROPRIATIONS  HISTORY  TABLE 


Budget 

Estimate  Bouse  Senate 

Year            To  Congress  Allowance                Allowance  Appropriation 

1997  $1,967,000,000 

1998  $2,070,387,000 

1999  $2,166,938,000 

2000  $2367,000,000 

2001  $2,567,000,000 

2002  $2,717,000,000 


2003  $2,717,000,000 

2004  $2,717,000,000 
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Child  Care  Entitlement  to  States 


Justification 


2003 

Increase 

2002 
Enacted 

President's 
Budget 

2004 
Estimate 

or 

Decrease 

State  Mandatory 
Funds 

$1,177,524,781 

$1,177,524,781 

$1,177,524,781 

$0 

Matching  Child  Care 

1,519342,719 

1,478,342,719 

1,478,342,719 

0 

Tribal  Mandatory 
Funds 

54,340,000 

54,340,000 

54,340,000 

0 

Training  and 

Technical 

Assistance 

6,792,500 

6,792,500 

6,792,500 

0 

Total,  BA 

$257S8;000,000 

$2,717,000,000 

$2,717,000,000 

$0 

General  Statement 

Tne  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  (PRWORA)  of  1 996  (PX. 
104-193)  combined  child  care  entitlement  programs  with  different  target  populations  (AFDC  Child 
Care,  Transitional  Child  Care  and  At-Risk  Child  Care)  with  the  Child  Care  and  Development  Block 
Grant  (CCDBG)  Act  of  1990,  as  amended.  Effective  October  1, 1996,  the  discretionary  and 
mandatory  child  care  funding  under  this  Act,  designated  the  Child  Care  and  Development  Fund, 
allows  States  maximum  flexibility  in  developing  child  care  programs  and  enables  States  to  use 
resources  more  effectively  to  meet  local  needs.  The  Child  Care  and  Development  Fund  includes 
Mandatory,  Matching,  and  Discretionary  components.  (See  also  discussion  in  the  Child  Care  and 
Development  Block  Grant  section.) 
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CHILD  CARE  ENTITLEMENT 


Authorizing  Legislation  -  Legislation  to  reauthorize  Title  IV- A,  section  418  of  the  Social 
Security  Act,  as  amended  is  pending  congressional  action. 


2003 

Increase 

2002 

President's 

2004 

or 

Enacted 

Budget 

Estimate 

Decrease 

$2,758,000,000 

$2,717,000,000 

$2,717,000,000 

$0 

2004  Authorization  $2,717,000,000  (reflects  reauthorization  level  for  this  program  as 

proposed  in  the  President's  FY  2003  Budget  Request) 


Purpose  and  Method  of  Operation 

The  Child  Care  Entitlement  Fund  provides  grants  to  States  and  federally  recognized  Tribes  for  the 
purposes  of  providing  low-income  families  with  financial  assistance  for  child  care,  improving  the 
quality  and  availability  of  child  care,  and  establishing  or  expanding  and  conducting  early  childhood 
programs  and  before- and-after  school  programs. 

In  conjunction  with  the  Child  Care  and  Development  Block  Grant,  these  funds  will: 

•  Allow  each  State  maximum  flexibility  in  developing  child  care  programs  and  policies  that  best 
suit  the  needs  of  children  and  parents  within  each  State; 

■  Promote  parental  choice  to  empower  working  parents  to  make  their  own  decisions  on  the  child 
care  that  best  suits  their  family's  needs; 

■  Encourage  States  to  provide  consumer  education  information  to  help  parents  make  informed 
choices  about  child  care; 

•  Assist  States  in  providing  child  care  to  parents  trying  to  achieve  and  maintain  independence 
from  public  assistance  and  assist  other  low-income  working  parents  to  maintain  quality  child 
care  services  for  their  children;  and 

■  Assist  States  in  implementing  the  health,  safety,  licensing,  and  registration  standards  established 
in  State  regulations. 

Mandatory  Child  Care  -  Mandatory  funds  are  allocated  to  Grantees  based  on  historic  levels  of  Title 
IV-A  child  care  expenditures. 

Matching  Child  Care  ~  Matching  funds  are  those  remaining  after  Mandatory  funds  and  the  two 
percent  of  the  appropriation  set  aside  for  Tribes  and  tribal  organizations  are  allocated.  Matching 
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funds  are  available  to  States  if  three  conditions  are  met  by  Use  end  of  the  fiscal  year  in  which 
Matching  funds  are  awarded:  (1)  all  Mandatory  funds  are  obligated;  (2)  the  State's  maintenance-of- 
effort  funds  are  expended;  and  (3)  the  State  provides  its  share  of  Matching  funds  at  the  FMAP  rate. 
Unobligated  funds  not  spent  by  States  will  be  available  for  reappiopriation  in  the  next  fiscal  year. 

Training  and  Technical  Assistance  -  In  accordance  with  45  CFR  paragraph  98.60(bXl),  the 
Secretary  may  withhold  no  more  than  V*  of  one  percent  of  Child  Care  Development  funds  made 
available  for  a  fiscal  year  for  the  provision  of  training  and  technical  assistance  to  States. 

Rationale  for  the  Budget  Request 

The  FY  2004  request  of  $2,717,000,000  -  the  same  level  as  the  President's  FY  2003  budget 
request  -  will  provide  funding  to  assist  States  in  meeting  the  critical  child  care  needs  of  families. 
The  Child  Care  Entitlement  Fund  helps  States  and  communities  to  build  the  supply  of  high 
quality,  affordable  child  care.  The  funds  will  continue  ACFs  commitment  to  providing 
resources  that  allow  families  to  become  and  remain  self-sufficient  and  productive  members  of 
society.  These  funds  also  allow  families  to  access  quality  child  care,  which  promotes  child 
development,  literacy,  and  school  readiness.  All  segments  of  society  —  parents,  schools, 
employers,  health  providers,  faith-based  institutions  and  other  charitable  agencies,  States  and  the 
Federal  government  -  must  be  involved  to  ensure  access  to  quality  child  care. 
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Resource  and  Program  Data 
Mandatory  Child  Care 


2002 
Actual 

2003 

JT  J  t.&JVX  CJU  i  a 

Budget 

?ft  fid 

Estimate 

Resource  Data: 

Service  Grants: 

Formula 

Discretionary 
Research/Evaluation 
Demonstration/Development 
Training/Technical  Assistance 
Program  Support 
Total,  Resources 

Program  Data: 

$1,177,524,781 

.  $1,177,524,781 

$1,177,524,781 

51,177,524,781 

$1,177,524,781 

$1,177,524,781 

Number  of  Grants 
New  Starts: 
# 
$ 

Continuations: 
# 
$ 

Contracts: 
# 
S 

Interagency  Agreements: 
# 
$ 

293 

290 

290 

I 
1 

i 

293 

290 

290 

.$1,177,524,781 

$1,177,524,781 

$1,177,524,781 
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Resource  and  Program  Data 
Matching  Child  Care 


2002 
Aetna! 

2003 
President's 
Budget 

2004 
Estimate 

Resource  Data; 

Service  Grants: 

Formula 

$1,519,342,719 

$1,519,342,719 

$1,519,342,719 

Discretionary 

Research/Evaluation 

Demonstration/Development 

Training/Technical  Assistance 

Program  Support 

Total,  Resources 

$1 

,519,342,719 

$1,519,342,719 

$1,519,342,719 

Program  Data: 

Number  of  Grant 

51 

51 

51 

New  Starts: 

# 

$ 

Continuations: 

if 

51 

51 

51 

$ 

'  $1,519,342,719 

$1,519,342,719 

$1,519342,719 

Contracts: 

# 

$ 

Interagency  Agreements: 

$ 
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Resource  and  Program  Data 

Training  and  Technical  Assistance 


2003 

2002 

President's 

2004 

Aetna] 

Budget 

Estimate 

Resource  0a  ta; 

Service  Grants: 

Formula 

Discreti  onarv 

Research/Evaluation 

Demonstration/Development 

Training/Technical  Assistance 

$6,792,500 

$6,792,500 

$6,792,500 

Program  Support 

Total  Resources 

$6,792,500 

$6,792,500 

$6,792,500 

Program  Data: 

Number  of  Grants 

New  Starts: 

# 

$ 

Continuations: 

# 
$ 

Contracts: 
# 
$ 

5 

5 

5 

$6,792,500 

$6,792,500 

$6,792,500 

Interagency  Agreements: 
# 

s 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 


FY  2004  MANDATORY  STATE/FORMULA  GR4NTS 


PROGRAM:  CCDF  Mandatory  (CFDA  #  93.596) 


2002 

2003 

20041/ 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget  j 

Estimate 

+/-2003 

Alabama 

$16,441,707 

$16,441,707 

$16,441,707 

$0 

Alaska 

3,544,81 1 

3,544,811 

3,544,811 

0 

Arizona 

19,827,025 

19,827,025 

19,827,025 

0 

Arkansas 

5,300,283 

5,300,283 

5,300,283 

0 

California 

85,593,217 

85,593,217 

85,593,217 

0 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 


10,173,800 
18,738,357 
5,179,330 
4,566-974 
43,026,524 


10,173,800 
18,738,357 
5,179330 
4,566,974 
43,026.524 


10,173,800 
18,738,357 
5,179,330 
4,566,974 
43,026,524 


Georgia 

Hawaii 

Idaho 

Illinois 

Indiana 


36,548,223 
4,971,633 
2,867,578 
56,873,824 
26,181,999 


36,548,223 
4,971,633 
2,867,578 
56,873,824 
26,181,999 


36,548,223 
4,971,633 
2,867,578 
56,873,824 
26,181.999 


Iowa 

Kansas 

Kentucky 

Louisiana 

Maine 


8,507,792 
9,811,721 
16,701,653 
13,864.552 
3,018,598 


8,507,792 
9.811,721 
16,701,653 
13,864,552 
3,018,598 


8,507,792 
9,811,721 
16,701,653 
13,864,552 
3,018,598 


Maryland 

Massachusetts 

Michigan 

Minnesota 

Mississippi 


23,301,407 
44,973,373 
32,081,922 
23,367,543 
6,293,116 


23,301,407 
44,973373 
32,081,922 
23367,543 
6,293,116 


23,301,407 
44,973,373 
32,081,922 
23367,543 
6,293,116 


Missouri 
Montana 
Nebraska 
Nevada 

New  Hampshire 


24,668,568 
3,190,691 

10,594,637 
2,580,422 
4,581,870 


24,668,568 
3,190,691 

10,594,637 
2,580,422 
4,581,870 


24,668,568 
3,190,691 

10,594,637 
2,580,422 
4,581,870 


New  Jersey 
New  Mexico 
New  York 
North  Carolina 
North  Dakota 


26374,178 
8,307,587 
101,983,998 

69,639,228 
2.506,022 


26,374,178 
8,307,587 
101.983,998 

69,639,228 
2,506,022 


26,374,178 
8307,587 
101,983,998 

69,639,228 
2,506,022 


Administration  for  Children  and  Families 

Justification  of  Estimates  for  Appropriations  Committees 


PageK-U 

Child  Care  Entitlement  to  States 


1640 


2002 

2003 

2004 

Difference 

|  STATE/TERRITORY 

Actual 

Pres,  Budget 

Estimate 

+/-  2003 

UxllO 

/U,  1/4,0  JO 

"7A  1  74 

/U,  1  24,030 

0 

Oklahoma 

24,909,979 

24,909,979 

24,909,979 

0 

Oregon 

19,408,790 

19,408,790 

19,408,790 

0 

Pennsylvania 

f  c  116.  Qf\A 

f  c  lie.  OAyt 

C<  11£  QCiA 

0 

Kjnoae  lsiana 

c  cii  nn/t 
0,0:5  J,  / 

ft  6.11  774 

0,0.5.3,  /  M 

A 

^ouin  Carolina 

Q  2<7  4"?Q 

Q  S£7 

0 

South  Dakota 

1  "T1fi  CA1 
i,/iU,OUi 

1   "71 A  CA1 
1,/  iUjOUl 

0 

Tennessee 

in  nrvy  i  <?c 
j  /,  /UZ,  i  So 

17  7A7  1 

17  "7A7  1  PC 
3  /,*  U4,ldO 

0 

Texas 

59,844,129 

59,844,129 

59,844,129 

0 

Utah 

12,591,564 

12,591,564 

12,591,564 

0 

vennoni 

^  Q44  SS7 

%  Q44  RR/7 

Q44  SS7 

A 

u 

Virginia 

21328,766 

21,328,766 

21,328,766 

0 

Washington 

41,883,444 

41,883,444 

41,883,444 

,  0 

West  Virginia 

0,/27,UlO 

5,  /Z  /  ,UUD 

O  "717  ArtC 

6,  /Z/,UU!> 

0 

Wisconsin 

74  S1 1 

A 

u 

Wyoming 

2^815,041 

2,815,041 

2,815,041 

0 

Subtotal 

1,177324,781 

1,177324,781 

1,177324,781 

0 

Tribes 

54,340,000 

54,340,000 

54,340,000 

o 

Subtotal 

54340,000 

54340,000 

54340,000 

0 

Total  States/Territories 

1,231,864,781 

1,231,864,781 

1,231,864,781 

0 

Technical  Assistance 

3,529,600 

3,532,100 

3,532,100 

0 

Subtotal 

332y,600 

3332,100 

3,532,100 

0 

Adjustments 

TOTAL  RESOURCES 

$1,235394381 

51,235396,881 

$1,235396,881 

$0 

\l  The  FY  2003  allotment  calculation  used  Census  2000  data  because  2001  estimates  have  not 
been  published  by  the  Census  Bureau. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

FY  2004  MANDATORY  STATE/FORMULA  GRANTS 


PROGRAM:  CCDF  Matching  (CFDA  #  93.596) 


2002 

2003 

2004 

Difference 

STATE/TERRITORY 

Actual 

Pres.  Budget 

Estimate 

+/-  2003 

Alabama 

$22,803,334 

$22,803,334 

$22,803334 

$0 

Alaska 

4,041,917 

3.837.458 

3,837,458 

0 

Arizona 

29,867,432 

28,414,982 

28,414,982 

0 

Arkansas 

13,918,143 

13,742,062 

13,742,062 

0 

California 

202,345,010 

192,511,470 

192,511,470 

o 

Colorado 

23,346,084 

22,505,791 

22,505,791 

0 

Connecticut 

18,325,536 

17,434,124 

17,434,124 

0 

Delaware 

4,194,685 

3,996,796 

3,996,796 

0 

District  of  Columbia 

2,532,376 

2.419,898 

2,419,898 

0 

Florida 

74315,596 

74,315,596 

74315,596 

0 

Georgia 

a  j*  tt^n  Attn 

46,969,407 

44,737,387 

44,737,387 

0 

Hawaii 

6.391,035 

6,077,437 

6,077,437 

0 

Idaho 

7,687,126 

7,416,544 

7,416,544 

0 

Illinois 

70,164324 

66,742,424 

66,742,424 

0 

Indiana 

33,404,663 

32,195,509 

32,195,509 

0 

Iowa 

14,671,371 

14,671,371 

14,671,371 

0 

Kansas 

14,387,106 

14,387,106 

14,387,106 

0 

Kentucky 

2136,383 

20,268,911 

20,268,911 

0 

Louisiana 

24,347,8 11 

24347,811 

24,347,811 

0 

Maine 

6,220,317 

5,924,903 

5,924,903 

0 

Maryland 

29.279,003 

27,869,137 

27,869,137 

0 

Massachusetts 

32,528,105 

30.946,749 

30,946,749 

0 

Michigan 

53,067,749 

53,067,749 

53,067,749 

0 

Minnesota 

27,153,654 

25,839,064 

25,839,064 

0 

Mississippi 

15,814,248 

15,614,179 

15,614,179 

0 

Missouri 

30,244,097 

28,781,184 

28,781,184 

0 

Montana 

4,707,222 

4,482,336 

4,482,336 

0 

Nebraska 

9,43 1,220 

8,973,691 

8,973,691 

0 

Nevada 

11345,185 

10,80433 

10,804,203 

0 

New  Hampshire 

6,577,515 

6,259,901 

6,259,901 

0 

New  Jersey 

45,576,393 

43,390,811 

43,390,811 

0 

New  Mexico 

10,636,452 

10,117,111 

10,117,111 

0 

New  York 

101,291,573 

96,439,140 

96,439,140 

0 

North  Carolina 

42,875,908 

40,785,626 

40,785,626 

0 

North  Dakota 

3,295,271 

3,134.709 

3,134,709 

0 
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1 

2002 

2003 

7  and 

STATE/TERRITORY  | 

Actual 

Pres.  Budget 

Estimate 

+/-  2003  ! 

Ohio 

JO, J  0  /  ,J 

n 

V 

\JMdX10IIla 

17  RQ6  OQS 

17  RQ6  f>Q5 

u 

Oregon 

17  Q57  3 OA 

1  7  AQ<1  771 

1 7  OQA  77 1 

A 

u 

Pennsylvania 

<i2  Ofil  1QC 

A 

u 

Rhode  Island 

5,348,500 

5,090,091 

5,090,091 

0 

South  Carolina 

9fi  501  9Q< 

90  501  9Q^ 

A 
U 

OUuui  Jjd^vui 

A  1X7  RfiS 

*t,  1  -0  f  ,OVJO 

J,70J,J77 

A 

u 

29,774,488 

28  705  941 

28,705,941 

n 

V 

Texas 

199  569  631 

190  560  611 

120,569,631 

n 

V 

Utah 

i  son  nnrv 

14.  779  985 

14,732,285 

A 

K) 

Vermont 

3,047,752 

2,904,885 

2,904,885 

0 

Virginia 

36,888,539 

35,556,003 

35,556,003 

0 

wasnjngion 

>0  770  7QR 

77A  7<W 

30,720,798 

A 

u 

VY  CM  Virginia 

8  419  9"U 

S  000  675 

8,000,675 

A 

u 

Wisconsin 

28,648.757 

27,266,251 

27,266,251 

0 

Wyoming 

2,487,341 

2,487,341 

2,487,341 

0 

Subtotal 

1,519,462^118 

1,478,342,719 

1,478^42,719 

o 

Technical  Assistance 

3,257,900 

3,260,400 

3,260,400 

0 

Subtotal 

3,257,900 

3,260,400 

3,260,400 

0 

Adjustmeots 

TOTAL  RESOURCES 

$1,522,720,018 

$1,481,603419  $1,481,603,119 

so 

1/  The  FY  2003  allotment  calculation  used  Census  2000  data  because  2001  estimates  have  cot 
been  published  by  the  Census  Bureau. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Children's  Research  and  Technical  Assistance 

FY  2004  Budget  Page 

Amounts  Available  for  Obligation  .   L-2 

Summary  of  Changes   L-3 

Budget  Authority  by  Activity  ~   ~ — «  .  L-4 

Budget  Authority  by  Object   L-5 

Authorizing  Legislation   L-6 

Appropriations  History  Table.-  ~    „  ,~   L-7 

Justification: 

General  Statement  ,   L-8 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
Children's  Research  and  Technical  Assistance 
Amounts  Available  for  Obligation 


2003 

2002  President's  2004 

Actual  Budget  Estimate 

Appropriation: 

Permanent                           $57,953,000  $50,370,000  S49,680,000 

Enacted  rescission   -21.026,000 

Subtotal,  adjusted 

appropriation                         36,927,000  50,370,000  49,680,000 

Offsetting  collections....  9,093,000  9,100,000  9,300,000 
Subtotal,  adjusted  budget 

authority  gross)                       46,020,000  59,470,000  58,980,000 

Unobligated  balance  start  of 

Year  ^           1,459,000  1,436,000  0 

Adjustment   -880,000 

Recovery  of  prior-year 

obligations                                         0  400,000  0 

Unobligated  balance,  end  of 

year   1,436,000  0  0 


Total,  gross  obhgauons..  $46,268,000  $60,426,000  $58,980,000 
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Children's  Research  and  Technical  Assistance 


SUMMARY  OF  CHANGES 

FY  2003  Estimated  Appropriation   $50,370,000 

(Gross  Obligations)   60,426,000 

FY  2004  Estimate   49,680,000 

(Obligations)   58,980,000 

Net  change   -690,000 

(Obligations)   -1,446,000 


2003  President's 
Budget  Base        Change  from  Base 

Decreases: 
A  Built-in: 

1 .  Decrease  due  to  lower  child  support                      35,370,000  -690,000 

collections  estimated  in  FY  2003  

Total  Decreases ...»   -$690,000 

Net  Change   -$690,000 
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Children's  Research  and  Technical  Assistance 
Budget  Authority  by  Activity 


2003 

2002  PresideHt's  2004 

Actual  Budget  Estimate 

Training  and  Technical 

Assistance                               $12,318,000  $11,790,000  $11,560,000 

Federal  Parent  Locator 

Service                                     24,609,000  23,580,000  23,120,000 

Child  Welfare  Study1                               0  0  0 

Welfare  Research1                                   0  15,000,000  15,000,000 

Total,  Budget  Authority               $36,927,000  $50,370,000  $49,680,000 


1  Amounts  for  FY  2002  were  rescinded  and  reappropriated  in  the  discretionary  side  of  the  budget 
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Children's  Research  and  Technical  Assistance 
Budget  Authority  bv  Object 
2003 

President's  2004 

Budget  Estimate 

Travel  and  transportation  of  persons                    1 ,068,000  96 1 ,000 

Transportation  of  things                                     15,000  15,000 

Rental  payments  to  GSA                                   674,000  674,000 

Communications,  utilities  and  misc                        10,000  10,000 

Printing  and  reproduction                                  107,000  107,000 

Consulting  services                                     14,506,000  14,406,000 

Other  services                                               681,000  681,000 

Purchases  of  goods  and  services  from 

government  accounts                                   21,656,000  21,309,000 

Supplies  and  materials                                     498,000  450,000 

Equipment                                                  874,000  786,000 

Grants,  subsidies  and  contributions                     10.281,000  10.281.000 

Total,  budget  authority  by  object  class                50,370,000  49,680,000 

Total,  obligations1                                     60,426,000  58,980,000 


Increase 

or 
Decrease 

(107,000) 


(100,000) 

(347,000) 
(48,000) 
(88,000) 

(690,000) 
(1,446,000) 


1  Obligations  include  fees  offset  from  the  States  to  repay  costs  associated  with  offset  notice  preparation  and  Federal 
Parent  Locator  Service  and  fees  from  other  federal  agencies  to  repay  costs  associated  with  the  Federal  Parent 
Locator  Services.  FY  2003  also  includes  unobligated  funds. 
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Children's  Research  and  Technical  Assistance 


Authorizing  Legislation 


1.  Training  and 
Technical 
Assistance: 
Section  452(j) 
of  the  Social 
Security  Act1 

2003 
Amount 
Authorized 

Indefinite 

2003 
President's 
Budget 

$11,790,000 

2004 
Amount 
Authorized 

Indefinite 

2004 
Estimate 

$11,560,000 

2.  Federal  Parent 
Locator 
Service: 
Section  453(o) 
of  the  Social 
Security  Act2 

Indefinite 

f  OA  AAA 

23,580,000 

Indefinite 

1  OA  AAA 

23,120,000 

3.  Child  Welfare 
Study:  Section 
429  A  of  the 
Social  Security 
Act 

0 

0 

0 

0 

4.  Welfare 
Research: 
Section  413  (h) 

of  the  Social 
Security  Act 

15,000,000 

15,000,000 

15,000,000 

15,000,000 

Total 

Appropriation 

Indefinite 

$50,370,000 

Indefinite 

$49,680,000 

1  The  amount  authorized  and  appropriated  is  equal  to  1  percent  of  the  total  amount  paid  to  the  federal  government 
for  its  share  of  child  support  collections  for  the  preceding  year. 

2  The  amount  authorized  and  appropriated  is  equal  to  2  percent  of  the  total  amount  paid  to  the  federal  government 
for  its  share  of  child  support  collections  for  the  preceding  year. 
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Children's  Research  and  Technical  Assistance 


APPROPRIATIONS  HISTORY  TABLE 


Fiscal  V  ear 

Appropriation 

lyyo 

if*  71 1  aaa 

1  Q07 

xvcacission 

/71  AAA  AAA1 

*7<  /IjIA  AAA 

Rescission 

/71  AAA  AAA"\ 

1  QQQ 

1  yyy 

77  S 1  £  AAA 

Rescission 

/7 1  AAA  AAA\ 

cq  QQT  AAA 

Rescission 

(21,000,000) 

2001 

60,627,000 

Rescission 

(21,000,000) 

2002 

57,953,000 

Rescission 

(21,026,000) 

2003 

50,370,000 

2004 

49,680,000 
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Children's  Research  and  Technical  Assistance 


Justification 


2003 

Increase 

2002 
Actual 

President's 
Budget 

2004 
Estimate 

Or 
Decrease 

Training  and 
Technical  Assistance 
[obligations] 

$12,318,000 
[12,095,000] 

$11,790,000 
[12,391,000] 

$11,560,000 
[11,560,000] 

-$230,000 
[-831,000] 

Federal  Parent 
Locator  Service 
[obligations] 

24,609,000 
[34,173,000] 

23,580,000 
[33,035,000] 

23,120,000 
[32,420,000] 

-460,000 
[-615,000] 

Welfare  Research 

0 

15,000,000 

15,000,000 

0 

Total,  net  budget 
authority 

$36,927,000 

$50,370,000 

$49,680,000 

-690,000 

[Total,  obligations] 

[$46,268,000] 

[$60,426,000] 

[$58,980,000] 

[-$1,446,000] 

General  Statement 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996  (P.L.  104- 
193)  authorizes  and  appropriates  funds  for  welfare  research  and  technical  support  for  States 
implementing  welfare  reform.  In  addition,  the  Balanced  Budget  Act  of  1997  (P.L.  105-33) 
authorizes  and  appropriates  funds  for  welfare  research. 

The  following  activities  are  supported: 

•  Training  and  Technical  Assistance  -  to  support  the  dissemination  of  information  and 
technical  assistance  to  the  States  on  child  support  enforcement  activities.  It  is  supported 
by  an  amount  equal  to  one  percent  of  the  amount  paid  to  the  federal  government  for  its 
share  of  child  support  collections  during  the  immediately  preceding  fiscal  year. 

•  Federal  Parent  Locator  Service  -  to  assist  States  in  locating  non-custodial  parents.  It  is 
supported  by  an  amount  equal  to  two  percent  of  the  amount  paid  to  the  federal 
government  foT  its  share  of  child  support  collections  during  the  immediately  preceding 
fiscal  year. 

•  Welfare  Research  -  to  conduct  research  and  demonstrations  relating  to  State  welfare 
reform  efforts.  The  budget  request  includes  pending  FY  2003  reauthorization  of  these 
funds. 
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Purpose  and  Method  of  Operation 

Section  345  of  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996 
includes  two  provisions  which  target  funding  to  the  Department  to  strengthen  the  federal 
government's  capacity  to  influence  the  effectiveness  of  the  child  support  enforcement  program. 

The  first  provision,  earmarking  an  amount  equivalent  to  one  percent  of  the  federal  share  of  child 
support  collections  in  the  prior  year,  has  a  two-fold  purpose:  to  cover  the  Department's  costs  in 
providing  technical  assistance  to  States  (including  technical  assistance  related  to  State  automated 
systems),  training  of  State  and  federal  staff,  staffing  studies,  information  dissemination  and 
related  activities;  and,  to  support  research,  demonstration,  and  special  projects  of  regional  or 
national  significance  relating  to  the  operation  of  State  child  support  programs.  These  activities 
are  key  to  successful  State  outcomes  in  implementing  welfare  reform  and  attaining  the 
anticipated  benefits  of  the  statute.  Amounts  under  mis  provision  are  available  until  expended. 

The  second,  pertaining  to  an  amount  equal  to  two  percent  of  the  federal  share  of  child  support 
collections  in  the  prior  year,  is  directed  to  cover  the  Department's  costs  in  operating  the  Federal 
Parent  Locator  Service  to  the  extent  that  these  costs  are  not  recovered  through  fees.  Under 
welfare  reform  the  mission  and  scope  of  the  Federal  Parent  Locator  Service  was  significantly 
expanded  to  add  two  new  components-a  Federal  Child  Support  Case  Registry  and  a  National 
Directory  of  New  Hires.  This  expansion  has  had  a  significant  impact  on  the  program's  ability  to 
collect  support  in  interstate  child  support  cases.  Interstate  cases  comprise  about  one-third  of  the 
caseload  and  are  among  the  hardest  for  States  to  work.  Amounts  under  this  provision  are 
available  on  an  annual  basis. 

The  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act  of  1996  also  includes 
funding  for  welfare  reform  research.  Specifically,  funding  is  authorized  for  the  cost  of 
conducting  research;  the  cost  of  developing  and  evaluating  innovative  approaches  for  reducing 
welfare  dependency  and  increasing  the  well-being  of  minor  children;  the  federal  share  of  any 
State-initiated  study;  the  operation  and  evaluation  of  demonstrations  that  were  in  effect  under 
section  1 1 1 5  as  of  September  30, 1 995.  The  FY  2003  President's  budget  includes 
reauthorization  of  PRWORA  and  also  reflects  funding  for  Child  Welfare  research  activities 
within  the  TANF  Research,  Demonstration  and  Technical  Assistance  Activities  budget  request. 
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Resource  and  Program  Data 
CSE  Training  and  Technical  Assistance  (Obligations) 


2003 

2002 
Acta  a! 

President's 
Budget 

2004 
Estimate 

ivc  source  uuia. 

Service  Grants: 
Formula 
Discretionary 

Research/Evaluation 

Demonstration/Development 
Training/Technical  Assistance 

«fi  «c  OOf) 

«6  000 

«S  ^RS  000 

S  000 

0^5  ooo 

174;  Ann 

O,  J  /  J,UU<J 

Total  Resources 

$12,095,000 

$12  391  000 

$1 1  560  000 

Program  Data: 

Number  of  Grants 

s 

8 

New  Starts: 
# 
$ 

g 

g 

$1  500  000 

«i  500  000 

Continuations: 

# 

$ 

Contracts: 

# 
$ 

Interagency  Agreements: 
# 
$ 

10 

10 

10 

$2,566,000 

$2,589,000 

$2,450,000 

8 

8 

8 

$1,316,000 

$1,316,000 

$1,000,000 

1  Includes  funding  for  information  technology,  salaries/benefits  and  associated  overhead  costs. 
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Resource  and  Program  Data 
CSE  Federal  Parent  Locator  Services  (Obligations) 


2002 

2003 
President's 

Hurl  opt 

2004 

XLMiLLlflit: 

Resource  Data! 

ocrvice  vjidjiio. 

Formula 

Di  screti  onary 

Research/Evaluation 

L)  ern  onsiraiion/  u  evei  opmeii  i 

C7  000  00ft 

Training/Technical  Assistance 

27  903  000 

25  951  000 

25  420  000 

J.  Oldi,  jvCoUlil^co 

«34  173  000 

$33  035  000 

$32  420  000 

Program  Datai 

Number  of  Grants 

A 
H 

rvew  oiairs. 

ft 

4 

4 

?R14  000 

Ccaa  nr*n 

Continuations : 

# 

$ 

Contracts: 

# 

4 

4 

4 

$ 

$23,129,000 

$22,050,000 

$21,000,000 

Interagency  Agreements: 

# 

6 

5 

5 

$ 

$4J55,000 

$4,534,000 

$4,500,000 

1  Includes  funding  for  information  technology,  salaries/benefits  and  associated  overhead,  program  development, 
modernization,  enhancements,  and  maintenance  costs. 
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Resource  and  Program  Data 
Welfare  Research 


2002 
Actual 

2003 
President's 
Budget 

2004 

Ovl  VJV&  vJl  tUJto . 

Formula 

Discretionary 

Research/Evaluation 

$11,000,000 

£1 1  AAA  AAA 

Demonstration/Development 

3,000,000 

i  nftO  AAA 

Training/Technical  Assistance 

Program  Support1 

1,000,000 

1  000  000 

Total,  Resources 

$15,000,000 

CI  S  000  000 

Program  Data: 

Number  of  Grants 

40 

4A 

New  Starts: 

# 

10 

10 

$ 

s 

52,000,000 

«5  000  000 

Continuations: 

# 

20 

20 

$ 

$6,000,000 

$6,000,000 

Contracts: 

# 

8 

8 

$ 

5 

>4,000,000 

$4,000,000 

Interagency  Agreements: 

# 

5 

5 

$ 

$2,000,000 

$2,000,000 

Includes  funding  for  information  technology  and  administrative  fees. 
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ADMINISTRATION 
for 

CHILDREN  and  FAMILIES 
Final  FY  2004  Annual  Performance  Plan, 
Revised  Final  FY  2003  Performance  Plan, 
and 

FY  2002  Annual  Performance  Report 
for  the  Government  Performance  and  Results  Act  of  1993 


The  Administration  for  Children  and  Families  (ACF),  within  the  Department  of 
Health  and  Human  Services  (HHS),  promotes  the  economic  and  social  well-being  of 
children,  youth,  families  and  communities,  giving  special  attention  to  vulnerable 
populations  such  as  children  in  low-income  families,  refugees,  Native  Americans,  and 
the  developmentally  disabled. 
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Dear  Readen 

I  am  pleased  to  present  the  Administration  for  Children  and  Families'  (ACF)  FY  2004  Annual 
Performance  Plan  and  the  FY  2002  Annual  Performance  Report  as  required  by  the  Government 
Performance  and  Results  Act  of  1 993  (GPRA).  Here  you  will  learn  where  ACF  stands  in  meeting  a  broad 
range  of  challenging  goals  that  are  directed  toward  improving  child  and  family  well-being  by  fostering 
independence  and  strengthening  families.  ACF's  programs  are  carried  out  through  partnership  with  the 
State,  Territorial,  local  and  Tribal  governments,  and  with  private,  non-profit,  faith-  and  community-based 
grantees. 

The  performance  plan  and  report  feature  a  comprehensive  set  of  measures  and  outcomes  in  fifteen  major 
areas  providing  results-oriented  information  that  enables  ACF  to  share  with  stakeholders  its  progress 
toward  achieving  four  strategic  goals: 

•  Increase  economic  independence  and  productivity  for  families, 

•  Improve  healthy  development,  safety  and  well-being  of  children  and  youth, 

•  increase  the  health  and  prosperity  of  communities  and  Tribes,  and 

•  Manage  resources  to  improve  performance 

ACFs  implementation  of  performance  management  has  created  a  consistent  framework  for  linking 
agency-wide  goals  with  program  priorities  and  targeting  resources  to  meet  the  needs  of  children  and 
families.  It  has  provided  a  shared  vision  of  what  needs  to  be  accomplished  with  our  partners.  It  provides 
a  consistent  and  effective  way  to  measure  our  achievements  and  to  strive  for  continued  improvement 

I  hope  you  find  it  informative  and  useful. 


Wade  F.  Horn,  PhD. 
Assistant  Secretary 
for  Children  and  Families 
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Executive  Summary 

The  Administration  for  Children  and  Families  (ACF)  supports  a  broad  range  of  programs  for 
children  and  families,  helping  them  develop  and  grow  toward  independence  and  self-reliance. 
These  programs,  which  are  carried  out  by  State,  Territorial,  county,  city,  and  Tribal  governments 
-  as  well  as  by  private,  nonprofit,  community-  and  faith-based  organizations  -  have  been 
designed  to  promote  stability,  economic  security,  responsibility  and  self-sufficiency.  ACF  tailors 
its  programs  to  meet  the  needs  of  a  diverse  cross-section  of  society,  including  low-income 
families,  Native  Americans,  persons  with  developmental  disabilities,  refugees,  legalized  aliens, 
and  other  vulnerable  populations. 

ACF's  FY  2004  Annual  Performance  Plan  features  a  comprehensive  set  of  measures  and 
outcomes  for  the  major  programs.  The  combined  FY  2004  Performance  Plan  and  FY  2002 
Performance  Report  identifies  ACF's  performance  measures  and  provides  results-oriented 
information  mat  enables  ACF  to  share  with  stakeholders  its  progress  toward  achieving  its 
strategic  goals. 

Agency  Mission  and  Strategic  Goals 

The  mission  of  ACF  is  to  promote  the  economic  and  social  well-being  of  children,  youth, 
families  and  communities,  giving  special  attention  to  vulnerable  populations  such  as  children  in 
low-income  families,  refugees,  Native  Americans,  and  the  develop-mentally  disabled. 

To  accomplish  this  mission,  ACF  strives  to  achieve  the  following  four  strategic  goals: 

Strategic  Goal  1  -  Increase  economic  independence  and  productivity  for  families:  ACF 

assists  families,  particularly  the  most  vulnerable,  in  achieving  economic  self-sufficiency  and 
providing  for  their  children's  well-being.  Key  objectives  include  supporting  job  preparation  and 
work,  providing  opportunities  for  independent  living,  ensuring  parental  responsibility,  and 
offering  child  care  subsidies  targeted  primarily  to  low-income  families. 

Strategic  Goal  2  -  Improve  healthy  development,  safety  and  well-being  of  children  and 
youth:  ACF  invests  in  opportunities  for  children  and  youth  to  enjoy  stable,  safe  and  healthy 
years  of  growth,  enabling  mem  to  become  successful  learners  and  productive  adults.  Primary 
outcomes  include  healthy  marriages,  safe  environments,  school  readiness,  and  positive  youth 
development 

Strategic  Goal  3  -  Increase  the  health  and  prosperity  of  communities  and  Tribes:  ACF 

believes  that  supportive  communities  and  Tribes  help  families  succeed.  With  its  partners  - 
including  faith-  and  community-based  organizations,  private  organizations,  and  State  and  local 
government  -  ACF  is  committed  to  supporting  strategies  that  build  strong,  stable  and  supportive 
communities. 
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Strategic  Goal  4  -  Manage  resources  to  improve  performance:  ACF  believes  that  positive 
outcomes  for  individuals,  families  and  communities  can  be  achieved  through  building  a  more 
effective  organization.  The  management  objectives  in  this  plan  have  been  aligned  with  the 
President's  Management  Agenda  and  the  HHS  Strategic  Plan.  Major  initiatives  have  been 
implemented  in  the  areas  of  human  capital,  organizational  development,  electronic  government 
and  financial  management. 

Within  the  framework  of  these  strategic  goals,  ACF's  leadership  has  identified  the  following  key 
priorities: 

•  One  Department:  Unifying  systems,  improving  management  of  financial  and  physical 
assets,  consolidating  resources,  etiminating  duplication  and  restructuring  the  workforce  to 
streamline  and  provide  enhanced,  citizen-centered  services. 

•  Prevention:  Dedicating  resources  to  prevent  the  need  for  intervention  services. 

•  Rural  Initiative:  Strengthening  rural  families  and  communities. 

•  Enhancing  Early  Literacy  of  Children:  Improving  the  pre-reading  and  numeracy  skills  of 
young  children  to  improve  school  readiness. 

•  Next  Phase  of  Welfare  Reform:  Expanding  welfare  reform  efforts  to  meet  all  four  goals  of 
the  original  legislation;  identifying  gaps  and  changes  required  to  move  the  welfare  reform 
agenda  forward. 

•  Positive  Youth  Development:  Promoting  ongoing  relationships  with  adult  role  models;  safe 
places  with  structured  activities;  healthy  life  styles;  opportunities  to  acquire  marketable  skills 
and  opportunities  for  community  service  and  civic  participation. 

•  Faith -b as ed/C o mmunity  Initiatives:  Removing  barriers  to  the  full  participation  of  faith- 
based  and  other  community  services  in  the  delivery  of  social  services. 

•  Healthy  Marriage:  Helping  couples  who  choose  marriage  for  themselves  to  develop  the 
skills  and  knowledge  to  form  and  sustain  healthy  marriages. 

•  Fatherhood:  Helping  men  become  responsible,  committed,  involved  fathers. 

These  priorities  have  stimulated  a  variety  of  crosscutting,  innovative  strategies  involving  ACF 
programs,  ACF  Regional  Offices,  and  their  partners  at  the  Federal,  State,  local  and  community 
level.  Many  of  these  strategies  have  led  to  the  development  of  new  performance  measures  that 
are  reflected  in  this  plan. 

Organization  and  Programs 

ACF  is  responsible  for  implementing  twenty-two  acts  of  legislation  (which  authorize  more  than 
sixty  different  programs),  distributed  among  thirty-five  budget  activities.  These  program  and 
budget  activities  are  consolidated  into  14  major  program  areas  to  meet  the  requirements  of  the 
Government  Performance  and  Results  Act  of  1993  (GPRA).  (Description  of  the  linkage  to  the 
budget  is  described  in  Part  L) 

•  Temporary  Assistance  for  Needy  Families  (TANF)  block  grant  promotes  work, 
responsibility  and  self-sufficiency  and  strengthens  families  through  funding  State-  and 
Tribal-designed  and  administered  programs.  TANF- funded  programs  provide  support  to 
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needy  children  and  move  their  parents  into  work  (administered  by  Office  of  Family 
Assistance  and  Tribal  TANF  administered  by  the  Office  of  Community  Services). 

•  Developmental  Disabilities  Programs  enhance  the  ability  of  persons  with  developmental 
disabilities  to  live,  work  and  thrive  in  their  communities  through  supporting  State  and  other 
programs.  These  programs  develop,  coordinate  and  stimulate  permanent  improvement  in 
service  systems,  with  priority  to  those  whose  needs  are  not  otherwise  met  under  other  health, 
education  and  human  services  programs  (adininistered  by  Administration  on  Developmental 
Disabilities). 

•  Refugee  Resettlement  assists  refugees  and  entrants  who  are  admitted  into  the  United  States 
to  become  employed  and  self-sufficient  as  quickly  as  possible  through  grants  to  States  and 
other  grantees  for  employment-related  services,  social  adjustment,  transitional  cash  and 
medical  assistance,  and  other  services  (administered  by  Office  of  Refugee  Resettlement). 

•  Social  Services  Block  Grant  (SSBG)  supports  a  variety  of  social  services  tailored  to 
supplement  State  investments  in  the  self-sufficiency  and  well-being  of  low-income 
populations.  SSBG  funds  also  help  improve  and  integrate  services,  create  community-based 
partnerships,  and  stimulate  innovations  (administered  by  Office  of  Community  Services). 

•  Assets  for  Independence  Demonstration  Program  establishes  demonstration  projects  to 
determine  the  effects  of  providing  an  incentive  to  accumulate  assets  in  individual 
development  accounts  to  low-income  individuals  and  families  to  increase  their  economic 
self-sufficiency  (administered  by  Office  of  Community  Services). 

•  Child  Support  locates  parents,  establishes  paternity  and  support  obligations  and  modifies 
and  enforces  those  obligations  to  assure  financial  support  is  available  to  children.  This  work 
is  done  through  State  agencies  mat  administer  the  program  (adininistered  by  Office  of  Child 
Support  Enforcement). 

•  Child  Care  provides  grants  to  States  to  assist  low-income  working  families  who  need  safe, 
affordable  and  high-quality  child  care  (administered  by  Child  Care  Bureau). 

•  Head  Start  provides  comprehensive  child  development  services  to  children  and  families, 
with  an  emphasis  on  each  child's  social  and  cognitive  development  and  school  readiness. 
Head  Start  programs  offer  support  primarily  for  preschoolers  from  low-income  families, 
through  grants  to  local  public  and  private  nonprofit  agencies  (administered  by  Head  Start 
Bureau). 

•  Child  Welfare  Programs  fund  State  programs  mat  assist  at-risk  children  and  their  families 
in  achieving  safety,  permanence,  and  well-being.  These  programs  support  preventive 
interventions  to  strengthen  the  family  unit;  foster  care  and  adoption  assistance  to  move 
children  more  rapidly  from  foster  care  to  safe,  permanent  homes;  and  reunification  services 
to  return  the  child  to  the  home  if  in  the  child's  best  interest  (adrnhristered  by  Children's 
Bureau). 

•  Youth  Programs  support  local  agencies  that  provide  shelter,  improve  life  prospects,  and 
reduce  high-risk  behavior  and  sexual  abuse  of  runaway  and  homeless  youth.  These  programs 
offer  alternative  activities,  safe  passages  and  the  tools  needed  to  move  youth  successfully  to 
adulthood.  A  major  focus  is  on  disseminating  best  practices  and  building  partnerships  in 
areas  of  positive  youth  development  (administered  by  Family  and  Youth  Services  Bureau). 

•  Community  Services  Block  Grant  provides  an  array  of  social  services  and  programs 
through  flexible  block  grant  funding  at  the  State  and  local  level.  The  purpose  of  CSBG  is  to 
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assist  low-income  individuals  and  alleviate  the  causes  and  conditions  of  poverty 
(administered  by  Office  of  Community  Services). 

•  Family  Violence  Prevention  Programs  support  State  and  local  programs  and  projects  to 
prevent  family  violence  and  provide  immediate  shelter  and  assistance  for  the  victims  of 
family  violence  and  their  dependents.  These  programs  are  implemented  through  grants  to 
States  and  State  domestic  violence  coalitions  for  Battered  Women's  Shelters.  Family 
Violence  Prevention  programs  also  support  the  Domestic  Violence  Hotline  and  national 
resource  centers  (administered  by  Office  of  Community  Services). 

•  Low-Income  Home  Energy  Assistance  (LIHEAP)  helps  low-income  families  in  covering 
the  costs  of  heating  and  cooling  their  homes.  LIHEAP  achieves  its  mission  through  block 
grants  and  emergency  contingency  funds  to  States,  Indian  Tribes,  and  insular  areas  that  target 
assistance  to  low-income  households  with  high-energy  burdens  and  vulnerable  members 
(administered  by  Office  of  Community  Services). 

•  Native  Americans  Programs  promote  economic  and  social  self-sufficiency  of  American 
Indians,  Alaskan  Natives,  Native  Hawaii ans,  and  Native  Pacific  Islanders  by  supporting 
programs  and  encouraging  local  strategies  in  economic  and  social  development  (administered 
by  Administration  for  Native  Americans). 

The  operations  of  these  programs  are  carried  out  through  central  office  headquarters  (eight 
program  and  five  staff  offices)  and  through  ten  Regional  Offices.  By  providing  over  $45  billion 
in  grants  to  governmental  jurisdictions  and  nonprofit  organizations  and  delivering  technical 
assistance  and  oversight  by  approximately  1500  FTEs,  ACF  enables  its  partners  to  achieve 
results  (ACF's  partnerships  are  described  in  Appendix  A.3). 

Overview  of  Plan  and  Performance  Report 

ACF  has  organized  its  plan  according  to  a  standardized  format  issued  by  the  Department  of 
Health  and  Human  Services  (HHS).  The  Executive  Summary  provides  general  mformation 
describing  the  mission  and  goals  of  ACF,  an  overview  of  the  FY  2004  performance  plan  and  FY 
2002  performance  report,  highlights  of  accomplishment  and  the  program  performance  report 
summary  table.  Part  I  describes  the  report  plan  and  provides  a  roadmap  to  the  plan  as  well  as 
information  on  the  performance  plan's  linkages  with  the  budget 

Part  H  includes  a  goal-by-goal  section  of  each  program  activity.  The  FY  2004  performance  plan 
and  the  FY  2002  performance  report  cover  fourteen  program  areas  as  well  as  management 
initiatives  with  accompanying  measures  and  targets  under  the  appropriate  ACF  goals  and 
objectives.  Each  program  section  includes  a  narrative  description  providing  (1)  the  program 
purpose  and  legislative  intent  and  (2)  a  summary  table  of  measures,  targets  and  performance 
information  for  FY  1999  -  2004.  The  reference  column  (fourth  column)  includes  page  references 
and  identification  of  outcome  measures  that  align  with  the  HHS  Strategic  Plan  and  the 
President's  Management  Agenda.       The  total  program-funding  column  in  the  summary  table 
reflects  the  President's  Budget  for  FY  2003,  the  requested  FY  2004  Budget,  and  appropriated 
funds  (aggregated  by  program  area)  for  FY  1999  -  2002.  (See  Detailed  Budget  Linkage  Table  in 
Part  I  for  line  items  included  in  each  program  total.) 
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The  summary  table  is  followed  by  a  more  detailed  presentation  of  (3)  program  description  and 
context  mcluding  activities,  strategies  and  resources  and  (4)  program  performance  analysis.  The 
program  sections  also  include  a  budget  table  linking  investments  to  activities,  outputs  and 
outcomes;  a  discussion  of  data  issues;  and  performance  measures  for  FY  2004  and  Tevised  final 
measures  for  FY  2003. 

The  Appendices  include  sections  on  linkage  to  HHS  Strategic  Plan;  changes  and  improvements 
from  the  previous  year  including  status  of  FY  2002  data  and  detailed  changes  between  the  FY 
2003  plan  and  the  revised  final  FY  2003  plan;  partnerships  and  coordination;  data  verification 
and  validation;  performance  measurement  linkages,  e.g.,  information  technology,  cost 
accounting,  workforce  planning  and  restructuring;  program  evaluation  and  budget;  a  detailed 
program  performance  summary  table;  itemization  of  new  data  reported  for  FY  2001;  and  a  chart 
on  the  timetable  for  reporting  State  and  grantee  administrative  data. 

Highlights  of  Accomplishments 

ACF  helped  to  improve  the  economic  independence  of  low-income  families 

In  partnership  with  the  States,  ACF  has  achieved  success  in  moving  families  from  welfare  to 
work.  Much  of  this  success  can  be  attributed  to  the  new  relationships  fostered  by  the  1996 
welfare  reform  law,  the  Personal  Responsibility  and  Work  Opportunity  Reconciliation  Act 
(PRWORA). 

PRWORA  brought  about  a  fundamental  change  in  the  nation's  welfare  system  by  ending  the 
system  of  entitlements  and  requiring  work  in  exchange  for  time-limited  assistance.  Under 
PRWORA,  States,  Tribes,  and  Territories  receive  block  grants  from  ACF  through  the  Temporary 
Assistance  for  Needy  Families  (TANF)  program  to  cover  benefits,  administrative  expenses,  and 
services.  TANF  provides  ACF's  partners  the  flexibility  to  establish  eligibility  criteria,  benefit 
levels,  service  types  and  resources  available  to  TANF  recipients. 

DECLINE  IN  NUMBER  OF  TANF  RECIPIENTS,  FY  1994-FY  2001 


■Average  Monthly 
Number  of  TANF 
Recipients  (in 
millions) 


1994     1995     1996    1997    1999     2000  2001 

Source:  TANF  Administrative  Data. 


Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 


PageM-x 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1665 


The  partnerships  have  accomplished  a  great  deal.  For  example,  the  average  number  of 
Americans  receiving  cash  assistance  each  month  has  declined  from  12.2  million  in  August  1996 
to  five  million  in  June  2002  -  a  reduction  of  59  percent.  More  current  and  former  welfare 
recipients  are  entering  the  workforce.  The  percentage  of  working  recipients  remained  at  an  all- 
time  high  for  the  second  year  in  a  row.  In  FY  2000, 33  percent  of  adult  recipients  were  working, 
compared  to  less  than  seven  percent  in  1992,  and  1 1  percent  in  1996.  Thus,  about  one  in  three 
recipients  was  working  in  a  typical  month,  the  highest  level  ever  recorded.  Jn  FY  2000,  the  vast 
majority  of  recipients  who  were  working  were  in  paid  employment  (80  percent  of  those 
working);  others  were  engaged  in  work  experience  and  community  service. 

WELFARE  RECIPIENTS  IN  LABOR  FORCE,  1992-  2000 


Source:  AFDC/TANF  Ai 


native  Data. 


However,  the  work  has  only  begun.  As  ACF  and  its  partners  prepare  for  reauthorization  and  the 
next  phase  of  welfare  reform,  a  number  of  challenges  remain.  These  include  maintaining  the 
TANF  investment  in  order  to  reach  needy  families,  promoting  success  at  work,  and  transforming 
welfare  offices. 

ACF  increased  parental  involvement  and  financial  support  of  non-custodial  parents  in  the 
lives  of  their  children 

Despite  the  gains  made  under  welfare  reform  to  move  individuals  from  cash  assistance  into 
work,  employment  represents  only  a  part  of  the  picture.  Millions  of  American  children  grow  up 
in  single  parent  families  and  many  of  these  families  do  not  have  awards  or  agreements  for  child 
support.  Responding  to  this  crisis,  PRWORA  created  new  oprx>rtunities  for  ACF  to  partner  with 
Federal,  State  and  local  partners  to  identify  and  locate  non-custodial  parents  and  secure  assets  of 
those  who  have  not  supported  their  children. 

PRWORA  also  created  new  opportunities  for  States  to  encourage  two-parent,  married  families 
and  reduce  out-of-wedlock  pregnancies.  ACF  is  taking  steps  to  link  with  State  and  local 
governments  to  increase  investments  that  promote  healthy  marriage  and  responsible  fatherhood. 
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Currently,  52  States  and  Territories  are  reporting  data  to  the  Federal  Case  Registry  (FCR),  which 
locates  absent  parents  across  State  lines.  The  FCR  contains  17.4  million  child  support  cases. 
When  absent  parents  are  found,  ACF  promotes  State  use  of  the  IRS  tax  refund  and  adrninistrative 
offsets  for  child  support.  As  part  of  the  nearly  $19  billion  collected  for  child  support  in  FY  2001 
(representing  a  75  percent  increase  since  1997),  a  record  $1.5  billion  in  delinquent  child  support 
was  collected  in  tax  year  2001  using  the  tax  refund  and  administrative  offset  More  than  2.1 
million  families  benefited  from  these  tax  collections. 

INCREASE  IN  CHILD  SUPPORT  COLLECTIONS,  FY  1997-FY  2001 


S20.0 


$15.0 


$10.0  -I  i  «  '  "  1 

1997      1998       1999      2000  2001 


Source:  OCSE  Administrative  Data. 

The  National  Directory  of  New  Hires  provides  another  tool  for  identifying  absent  parents;  it 
currently  has  52  States  and  146  agencies  reporting  data.  During  FY  2001  more  than  879  million 
records  were  posted  that  matched  child  support  orders  to  employment  records  with  a  value  in 
excess  of  $3.1  billion.  In  addition,  ACF  is  operating  the  new  multi-State  financial  institution  data 
match  system  and  is  working  with  States  to  implement  the  in-State  financial  institution  data 
match  system  to  match  delinquent  parents  with  financial  records. 

ACF  continued  to  promote  access  to  quality  child  care  services  to  help  low-income  working 
parents  and  their  children 

In  order  to  break  the  cycle  of  poverty  and  dependency,  it  is  essential  to  focus  services  on  parents 
and  their  children.  Parents  are  more  likely  to  seek  employment  and  maintain  jobs  if  they  have 
access  to  and  confidence  in  their  child  care  arrangements.  ACF  provides  funding  through  the 
Federal  Child  Care  and  Development  Fund  (CCDF),  TANF  and  the  Social  Services  Block  Grant 
(SSBG)  for  child  care  services.  States  are  required  to  spend  at  least  four  percent  of  Federal 
CCDF  to  improve  the  quality  of  child  care  and  offer  additional  services  to  parents.  In  addition, 
funds  are  earmarked  for  resource  and  referral  services  and  school-age  care,  infant  and  toddler 
care,  and  additional  quality  improvement  activities. 
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In  FY  2001,  States  spent  $5.9  billion  in  Federal  funds  for  child  care  (including  significant 
amounts  of  funds  transferred  from  TANF  to  CCDF)  and  approximately  $1 .6  billion  of  their 
TANF  block  grants  funds  directly  for  child  care  services.  In  addition,  $2  billion  in  State  funds, 
i.e.,  Matching  and  Maintenance  of  Effort,  were  spent  under  CCDF  in  FY  2001 .  In  FY  2000,  ACF 
estimates  that  in  addition  to  the  children  served  (1 .75  million)  with  CCDF  and  CCDF-related 
funds,  approximately  700,000  additional  children  received  child  care  services  through  the  Social 
Services  Block  Grant  and  TANF  dollars  spent  directly  on  child  care. 

ACF  improved  the  healthy  development  and  learning  readiness  of  preschool  children 

Through  its  Head  Start  program,  ACF  continues  to  be  a  leader  in  providing  comprehensive 
developmental  education,  health,  mental  health,  nutrition,  and  social  services  for  America's  low- 
income,  pre-school  children  and  their  families.  Head  Start's  mission  centers  on  promoting  social 
competence  and  school  readiness  with  an  emphasis  on  literacy  and  numeracy  This  year,  more 
than  915,000  children  will  benefit  from  Head  Start  services.  Research  shows  that  Head  Start 
increased  the  proportion  of  children  who  have  the  necessary  cognitive  and  social  skills  to 
become  successful  learners. 

Research  also  provides  encouraging  results  on  program  quality.  Head  Start  classroom  quality  is 
good  on  average,  with  approximately  75  percent  of  over  500  observed  classrooms  rating  good 
quality  or  higher  on  the  Early  Childhood  Environment  Rating  Scale.  The  Family  and  Child 
Experiences  Survey  (FACES)  showed  encouraging  results  on  program  quality.  Head  Start 
classroom  quality  is  linked  to  child  outcomes.  For  example,  children  score  higher  on  early 
literacy  measures  when  they  experience  richer  teacher-child  interaction,  more  language  learning 
opportunities,  and  a  classroom  well  equipped  with  learning  resources.  This  outcome,  among 
others,  is  a  proxy  measure  of  the  effectiveness  of  Head  Start's  national  training  and  technical 
assistance  network  in  which  substantial  funds  are  invested. 

A  key  ingredient  is  a  qualified  teaching  staff  Head  Start's  goal  is  to  have  100  percent  of  its 
teachers  with  a  degree  in  early  childhood  education  (ECE),  a  child  development  associate 
credential,  a  State-awarded  preschool  certificate,  a  degree  in  a  field  related  to  ECE  plus  a  State- 
awarded  certificate  or  who  are  in  CDA  training  and  have  been  given  a  180-day  waiver.  ACF 
maintains  a  high  quality  standard  with  between  85  and  95  percent  of  the  teachers  having  the 
appropriate  education.  In  FY  2003-2004,  Head  Start  is  implementing  a  major  training  initiative 
focusing  on  early  literacy. 

ACF  increased  the  safety  and  security  of  children  and  youth 

ACF  is  also  making  a  difference  through  its  programs  to  prevent  maltreatment  of  children, 
protect  children  from  abuse,  and  secure  permanent  placements  for  those  who  cannot  safely  return 
to  their  homes.  Programs  offered  through  ACF  and  its  partners,  such  as  Foster  Care,  Adoption 
Assistance,  and  Independent  Living,  provide  stable  environments.  These  programs  strive  to 
assure  children's  safety  and  well-being,  while  their  parents  resolve  the  problems  which  led  to  tine 
out-of-home  placement.  Many  times  the  best  option  for  the  child  is  to  be  placed  permanently 
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with  an  adoptive  family.  ACF  supports  States  and  other  partners  in  this  effort  through  its 
Adoption  Assistance  funds,  which  are  available  for  one-time  payments  for  adoptions  and  for 
monthly  subsidies  to  adoptive  families.  Due  to  these  and  related  initiatives,  ACF  has  recorded 
nearly  a  100  percent  increase  in  adoptions  from  FY  1995  to  FY  2001. 


INCREASE  IN  NUMBER  OF  ADOPTIONS,  FY  1998  -  FY  2001 


•Number  of 
Adoptions  (in 


1998  1999  2000  2001 


Source:  ACYF  Administrative  Data. 


Summary  of  Performance  Challenges 

The  diversity  of  programs,  target  populations,  levels  of  government,  and  range  of  partners  make 
efforts  to  establish  and  achieve  goals  and  outcome  measures  extremely  challenging.  Over  the 
past  several  years,  ACF  has  changed  the  way  it  measures  the  success  of  programs  and 
implemented  a  major  shift  in  the  way  it  does  business  with  partners.  A  changing  role  with  States 
and  grantees  has  allowed  ACF  to  accelerate  major  reforms  in  many  programs.  In  order  to  focus 
on  results,  ACF  continues  to  update  performance  measures,  targets  and  information  and 
strengthen  partnerships  with  States  and  grantees.  Creating  a  mature  set  of  performance  goals  and 
data  collection  strategies  is  a  high  priority.  It  has  taken  considerable  time  to  bring  partners  to  the 
table,  develop  shared  priorities  and  goals,  address  weaknesses  in  data  collection  and  determine 
an  optimum  set  of  measures. 

Data  Issues:  ACF  relies  on  State  administrative  data  systems  for  performance  reporting  because 
States  and  local  community  organizations  administer  most  of  its  programs.  For  many  programs, 
final  reports  are  due  ninety  to  120  days  after  the  fiscal  year  ends.  In  some  cases,  for  example  in 
TANF,  where  earnings  gains  are  measured  over  a  nine-month  period  after  an  individual  obtains  a 
job,  the  period  is  even  longer.  This  time  lag  in  receiving  and  validating  data  reports  on  actual 
achievements  makes  it  difficult  to  provide  a  comprehensive  summary  of  FY  2002  performance 
until  late  in  FY  2003. 
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The  lack  of  readily  available  information  and  the  restrictions  on  data  collection  inhibit 
performance  measurement.  Additionally,  many  of  ACF' s  performance  metrics  rely  on  voluntary 
data  reports,  e.g.,  LIHEAP,  Child  Care,  TANF,  CSBG,  and  ADD.  Fluctuations  in  the  number  of 
States  and  grantees  reporting  and  the  flexibility  allowed  in  selecting  measures  continue  to  make 
the  collection  of  consistent,  reliable  and  verifiable  data  extremely  challenging.  Detailed 
information  on  program-specific  data  issues  and  requirements  for  data  validation  and  verification 
are  addressed  in  each  of  the  fourteen  program  sections.  Appendix  A.8  has  detailed  information 
on  availability  of  State  and  grantee  administrative  data.  ACF  is  currently  working  with  the  HHS 
Data  Council  to  assess  unmet  data  needs  for  its  major  programs. 

Program  Performance  Report  Summary:  Accountability  through  Performance 
Measurement 

ACF  continues  to  make  improvements  in  the  performance  measurement  of  its  programs.  As  ACF 
gains  experience  in  performance  measurement,  measures  are  being  refined,  added,  dropped  and 
replaced.  As  of  January  2003,  ACF  is  able  to  report  on  56  of  the  65  FY  2001  targets  and  25  of 
the  70  FY  2002  targets.  Missing  FY  2001-2002  data  will  be  reported  in  subsequent  performance 
reports  as  they  become  available.  The  table  below  illustrates  ACF  GPRA  performance  progress 
for  FY  1999-2002. 


Performance  Report  Summary 


Year 

Total  Measures 

Measures  Reported 

Measures  Met* 

Unreported 

2004 

2003 

56  [Tf 

2002 

70  pr 

25 

12 

45 

2001 

65  pf 

56 

30 

9 

2000 

52 

52 

26 

0 

1999 

47 

47 

24 

0 

*Note:  Includes  performance,  which  is  within  five  percent  of  estimated  target 


For  a  detailed  program  performance  summary  table,  please  refer  to  Appendix  A.7. 


1  Bracketed  numbers  indicate  that  measures  are  developmental;  baselines  will  be  established  in  2004. 

2  Bracketed  numbers  indicate  measures  are  developmental;  baselines  will  be  established  in  2003. 

3  Bracketed  numbers  indicate  measures  are  developmental;  baselines  were  established  in  2002. 

4  Youth  program  is  unable  to  report  on  FY  2001  bracketed  measures  because  of  changes  in  data  systems  and 
definitions  of  measures. 
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Part  I:  Overview  OF  Performance  Measurement 

Since  the  creation  of  GPRA,  ACF  has  avoided  developing  a  measurement  system  that 
emphasizes  products,  services  and  processes  (inputs  and  outputs)  and  has  embraced  a  system  that 
emphasizes  substantive  outcomes.  For  FY  2004,  ACF  has  strengthened  performance 
management  under  GPRA.  Recent  efforts  to  link  activities  in  each  program  area  to  objectives, 
measurable  performance  indicators,  and  targets  with  corresponding  resources  and  strategies  has 
taken  us  one  step  closer  to  integrating  budgetary  resources  with  outcomes. 

Continued  experience  has  improved  the  relationship  between  planned  targets  and  actual  results. 
Over  time,  the  development  of  trend  data  has  helped  in  setting  and  adjusting  targets.  In  a  few 
programs,  such  as  TANF  and  child  support,  goal  achievement  is  linked  by  program  statute  to 
incentives  and  sanctions.  In  these  cases,  the  process  has  been  driven  by  a  concern  for  realistic 
targets.  Where  an  incentives  system  is  not  a  factor,  programs  have  been  encouraged  to  increase 
targets  with  the  understanding  that  shortfalls  in  achievement  will  be  informative  for  assessing 
whether  targets  have  been  set  too  aggressively  and  what  corrective  actions  should  be  taken. 

ACF's  results  orientation  has  encouraged  programs  to  focus  on  achieving  positive  outcomes. 
This  outcomes  focus  provides  ACF  with  a  framework  for  working  with  its  partners,  including 
local  communities,  non-profit  organizations  and  States,  to  accomplish  shared  goals.  In  FY  2004, 
48  of  the  64  measures  (75  percent)  are  outcome  rather  than  process  measures. 

ACF  has  linked  its  performance  measurement  system  with  the  HHS  Strategic  Plan  and  the 
President's  Management  Agenda  (PMA)  (see  Appendix  A.l  for  linkage  between  the  ACF  plan 
and  the  HHS  Strategic  Plan).  For  FY  2004,  all  ACF  measures  align  directly  with  the  HHS 
strategic  goals  and  objectives.  Hie  collaboration,  coordination  and  integration  of  significant 
activities  within  the  Department  will  result  in  improved  services  for  individuals,  families  and 
communities.  ACF  has  achieved  substantial  progress  under  all  five  of  the  PMA  principles  - 
strategic  management  of  human  capital,  competitive  sourcing,  improved  financial  performance, 
e-government,  and  budget-performance  integration.  All  four  of  ACF's  management 
improvement  measures  align  with  PMA  government-wide  initiatives. 

Report  Plan  and  Roadmap 

ACF's  program  efforts  are  carried  out  through  partnership  with  the  State,  Territorial,  local  and 
Tribal  governments,  and  with  private,  nonprofit,  faith-  and  community-based  grantees.  ACF 
funds  social  research,  demonstration  programs  and  evaluation  projects  to  develop  reliable 
knowledge,  support  program  policies,  learn  about  effects  on  children  and  families,  identify  paths 
to  program  quality  improvement,  and  discover  better  ways  to  conduct  technical  assistance, 
disseminate  information,  and  deliver  effective  services. 

Performance  goals  have  been  stated  under  the  program  sections  that  support  the  seven  strategic 
program  objectives  and  four  management  improvement  objectives  in  this  plan.  This  framework 
encourages  individual  programs  to  collaborate  and  direct  their  efforts  to  achieve  crosscutting 
program  goals  and  enables  ACF  partners  to  use  the  various  program  resources  within  ACF  to 
focus  on  early  childhood  enrichment  and  the  economic  and  social  well-being  of  families.  "Data 
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sources"  under  fee  various  measures  refer  to  OMB-approved  program  data  collection 
instruments.  The  programs  that  support  each  of  the  goals  and  objectives  are  listed  below: 

Strategic  Goal  1  -  Increase  economic  independence  and  productivity  for  families 

L  Increase  employment 

Temporary  Assistance  for  Needy  Families:  Employment 
Developmental  Disabilities:  Employment 
Refugee  Resettlement 
Social  Services  Block  Grant 

2.  Increase  independent  living 

Developmental  Disabilities:  Housing 
Assets  for  Independence 

&  Increase  parental  responsibility 

Child  Support 

4.  Increase  affordable  child  care 

Child  Care:  AxTordabiltty 

Strategic  Goal  2  -  Improve  healthy  development,  safety  and  well-being  of  children  and 
youth 

5.  Increase  the  quality  of  child  care  to  promote  childhood  development 

Child  Care:  Quality 
Head  Start 

6.  Increase  safety,  permanency,  and  well-being  of  children  and  youth 
Child  Welfare 

Developmental  Disabilities:  Health 
Youth  Programs 

Temporary  Assistance  for  Needy  Families:  Child  Well-Being 
Strategic  Goal  3  -  Increase  the  health  and  prosperity  of  communities  and  Tribes 

7.  Build  healthy,  safe  and  supportive  communities  and  Tribes 
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Community  Services  Block  Grant 
Family  Violence  Prevention  Program 
Low-Income  Home  Energy  Assistance 
Native  Americans  Programs 

Strategic  Goal  4  -  Manage  resources  to  improve  performance 

8.  Develop  and  retain  a  highly  skilled,  strongly  motivated  staff 

9.  Streamline  ACF  organizational  layers 

JO.  Improve  automated  data  and  management  systems 
11.  Ensure  financial  management  accountability 
Linkage  with  Budget 

ACF  links  performance  measures  to  budget  and  accounting,  as  appropriate,  to  meet  the 
requirements  of  GPRA.  Under  ACF's  approach,  more  than  60  line-item  programs  have  been 
aggregated  and  consolidated  into  14  broad  program  activity  areas.  Selected  program  activities 
are  aggregated  in  a  single  budget  account,  e.g.,  Temporary  Assistance  for  Needy  Families  and 
Child  Support  Enforcement.  Some  program  activities  in  more  than  one  budget  account  are 
consolidated,  e.g.,  Child  Care  and  Child  Welfare.  Several  activities  remain  free-standing,  e.g., 
Head  Start  and  Native  American  Programs.  These  program  activity  line  items  are  aligned  with 
corresponding  strategic  goals  and  objectives,  enabling  ACF  to  associate  investments  with 
specific  achievements. 

Consistent  with  the  President's  management  initiative  to  strengthen  the  linkage  between  budget 
and  program  performance,  ACF  is  implementing  performance-based  budgeting  by  highlighting 
the  relationships  between  resource  investments  and  activities  at  the  program  level  and  outcomes 
achieved  by  these  activities  in  the  longer  term.  This  is  the  first  time  that  each  program 
description  includes  a  table  that  links  investments  to  activities  and  outcomes.  This  effort  lays  the 
groundwork  for  informing  more  effective,  efficient  decisions  for  resource  allocation;  improving 
internal  management;  and  providing  greater  accountability  through  integrated  financial  and 
performance  reporting. 

ACF  also  encouraged  programs  to  develop  performance  plans  and  reports  that  make  a  clearer 
connection  between  requested  budgetary  resources,  planned  activities  and  projected  performance 
targets  in  the  narrative  sections. 

Three  ACF  programs  (Head  Start,  Office  of  Refugee  Resettlement  and  Foster  Care)  were 
selected  to  participate  in  OMB's  performance  program  assessments,  a  component  of  the 
President's  budget  and  performance  integration  initiative.  Information  on  the  ratings  for  these 
three  programs  can  be  found  in  the  appropriate  program  section  in  the  Budget  Justification. 
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ACF  faces  a  number  of  challenges  as  it  moves  toward  fuller  integration.  Among  the  most 
pressing  challenges  are: 

•  The  difficulty  of  linking  budget  with  program  outcomes:  Linkage  can  be  made  more 
directly  to  inputs,  outputs  and  program  activities. 

•  The  development  of  alternative  budget  scenarios  and  the  selection  of  performance 
measures  that  drive  programs  toward  improved  performance:  Most  ACF  programs  are 
administered  by  States  and  local  communities  so  alternative  budget  scenarios,  measures  and 
targets  must  be  useful  at  that  level  to  improve  performance. 

•  Timely  performance  data  for  budget  planning  cycle:  Administrative  data  are  not  available 
and  cannot  be  verified  and  reported  until  the  second,  third  and  sometimes  not  until  the  fourth 
quarter  after  the  end  of  the  fiscal  year.  Since  the  budget  planning  cycle  for  a  particular  fiscal 
year  begins  two  years  earlier,  critical  performance  information  is  not  available  for  budget 
planning  purposes. 

Budget  Crosswalk 

The  budget  crosswalk  is  a  program-based  account  structure  that  allows  ACF  to  assign  resource 
investments  to  the  agency's  strategic  goals  based  on  the  activities  of  die  program  line  item.  It 
identifies  which  strategic  goai(s)  each  budget  line  item  supports  and  includes  selected 
performance  measures. 

A  number  of  budget  line  items  and  their  associated  funds  apply  to  more  than  one  strategic  goal 
or  objective.  To  avoid  duplicative  counting,  the  dollar  amounts  are  only  associated  with  one 
appearance  of  their  line  item,  usually  where  the  associated  measures  most  directly  relate  to  the 
statutory  purpose  of  the  particular  funding  amount.  In  their  appearances  elsewhere,  the  dollar 
amounts  are  left  blank  and  indicated  with  an  asterisk.  This  table  is  for  presentation  and  overview 
purposes,  not  for  budgeting  or  performance  analysis.  The  selected  measures  are  representative 
and  not  intended  to  fully  define  the  performance  associated  with  the  total  budget  under  that 
category.  A  column  has  been  added  which  identifies  the  budget  program  account  number. 
Budget  and  other  dollar  figures  are  in  millions. 

NOTE:  The  budget  linkage  table  below  is  not  a  formal  budget  presentation. 
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Part  II:  Goal-by-Goal  Performance  Measurement 

ACF's  performance  measures  support  the  seven  strategic  program  objectives  and  four 
management  improvement  objectives  in  this  plan.  This  approach  establishes  a  framework  for 
individual  programs  to  collaborate  and  direct  their  efforts  to  achieve  ACF-wide  crosscutting 
goals  and  enables  ACF  partners  (State,  Territorial,  Tribal  and  local  governments  -  as  well  as  in 
private,  nonprofit,  faith-  and  community-based  organizations)  to  invest  program  resources 
targeted  on  achieving  shared  outcomes. 

ACF's  performance  goals  align  with  the  mission  of  HHS  as  reflected  in  the  HHS  Strategic  Plan, 
as  indicated  in  Appendix  A.l.  Performance  data  for  the  ACF  goals  have  been  supplemented  as 
appropriate  by  mformarion  from  program  research  and  evaluation.  Appendix  A.6  provides  a 
listing  of  selected  evaluation  projects. 

Strategic  Goal  I:  Increase  Economic  Independence  and 
Productivity  for  Families 

rationale 

A  family's  capacity  to  lead  a  stable  and  productive  life  is  enhanced  by  increasing  economic 
independence  and  self-sufficiency.  Achieving  this  goal  requires  assisting  those  in  need  to  obtain 
and  maintain  employment  within  the  context  of  work  requirements  and  time-limited  assistance. 
The  job  market,  economic  cycles,  changing  demographics,  and  patterns  of  family  formation  and 
child  bearing  affect  outcomes  under  this  goal.  These  economic  and  social  factors  influence 
parents'  ability  to  find  work,  meet  their  family's  needs  and  support  obligations,  and  achieve  self- 
sufficiency. 

The  President's  welfare  reauthorization  proposal  provides  tools  for  ACF  and  its  State  partners  to 
build  on  the  successes  of  the  1996  reforms,  including  initiatives  for  demonstrations  and  research 
to  promote  healthy  marriage,  strengthen  work  participation  requirements,  and  increase  funding 
flexibility  for  States.  Initiatives  that  promote  responsible  fatherhood,  encourage  the  formation 
and  maintenance  of  married,  two-parent  families,  and  prevent  out-of-wedlock  pregnancies  are 
critical  building  blocks  leading  to  greater  family  stability  and  self-sufficiency.  Child  support 
enforcement  and  affordable  child  care  are  critical  to  assuring  that  children  are  not  living  in 
poverty  and  that  they  are  adequately  cared  for  while  their  parents  work. 

The  FY  2004  budget  request  for  Unaccompanied  Alien  Children  for  $34  million  is  a  $1  million 
increase  over  the  FY  2003  budget.  These  funds  will  support  the  new  programmatic  requirements 
contained  in  section  462  of  the  Homeland  Security  Act  protecting  the  rights  and  guaranteeing  the 
well-being  of  unaccompanied  alien  children  in  the  government's  custody. 
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OBJECTIVES  AND  MAJOR  PROGRAM  AREAS 

1.  Increase  employment 

Temporary  Assistance  for  Needy  Families:  Employment 

Developmental  Disabilities:  Employment 

Refugee  Resettlement 

Social  Services  Block  Grant  (SSBG) 

2.  Increase  independent  living 

Developmental  Disabilities:  Housing 
Assets  for  Independence 

3.  Increase  parental  responsibility 
Child  Support 

4.  Increase  affordable  child  care 
Child  Care:  Affordability 

1.       INCREASE  EMPLOYMENT 

Approach  for  the  Strategic  Objective:  Increase  employment  and  economic  independence  by 
reducing  reliance  on  public  welfare  programs,  providing  job  training  and  other  necessary 
supports  and  encouraging  job  creation.  Focus  on  the  abilities  and  skills  of  individuals,  enabling 
them  to  move  toward  self-sufficiency  and  to  pursue  jobs  in  their  communities. 

1.1      TEMPORARY  ASSISTANCE  FOR  NEEDY  FAMILIES:  EMPLOYMENT 

Program  Purpose  and  Legislative  Intent 

The  purposes  of  the  Temporary  Assistance  for  Needy  Families  (TANF)  program  are  to  provide 
assistance  to  needy  families  so  that  children  can  be  cared  for  in  their  own  homes;  to  reduce 
dependency  by  promoting  job  readiness,  work  and  marriage;  to  prevent  out-of-wedlock 
pregnancies;  and  to  encourage  the  formation  and  maintenance  of  two-parent  families.  Title  IV -A 
of  the  Social  Security  Act  as  amended  by  the  Personal  Responsibility  and  Work  Opportunity 
Reconciliation  Act  of  1996  (PRWORA)  requires  that  States  and  Territories  operate  programs, 
and  Tribes  have  the  option  to  run  their  own  programs.  States,  Territories  and  Tribes  each  receive 
a  block  grant  allocation  with  a  requirement  on  States  to  maintain  a  historical  level  of  State 
spending  (for  welfare)  known  as  Maintenance  of  Effort  (MOE).  The  block  grant  covers  benefits, 
adniinistrative  expenses,  and  services.  States,  Territories  and  Tribes  determine  eligibility  and 
benefit  levels  and  services  provided  to  needy  families. 
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Summary  Table 


Reference 
(page #  in 

Performance  Measures 

Targets 

Actual 
Performance 

printed 
document) 

1.1a.  All  States  meet  the  TANF  all- 
families  work  participation  rates: 

FY  2002-2003  All  families 
rate=50%  work  participation 

FY  2001  All  families 

FY  04:  100% 
FY  03:  100% 
FY  02: 100% 
FY  01: 100% 
FY  00: 100% 
FY  99: 100% 

FY  04:  9/05 
FY  03:  9/04 
FY  02:  9/03 
FY  01:  100% 
FY  00:  100% 
FY  99: 100% 
FY  98:  100% 

Px  18 

HHS 
6.1 

rate=45%  work  participation 

1.1b.  All  States  meet  the  TANF  two 
parent  families  work  participation 
rate  of  90% 

FY  04:  100% 
FY  03: 100% 
FY  02: 100% 
FY  01:  100% 
FY  00:  100% 
FY  99: 100% 

FY  04: 9/05 
FY  03: 9/04 
FY  02:  9/03 
FY  01:  88% 
FY  00:  76% 
FY  99:  74% 
FY  98:  66% 

The  reauthorization  proposal  replaces  these  two  separate  standards  with  a  single 

participation  standard  for  all  case 

s  with  adults. 

l.lcmcrease  (from  the  baseline  year) 

FY  03: 44% 
FY  02: 43% 
FY  01: 43% 
FY  00: 42% 
FY  99:  NA 

FY  03:  9/04 

FY  02:  9/03 

FY  01:  2/03 

FY  00:  46.4% 

FY  99:  433%  (42.9%) 

FY  98:  38.7% 

Px  19 

the  percentage  of  adult  TANF  recipients 
who  become  newly  employed. 

HHS 

6.1 

The  number  in  parenthesis  has  been  updated  as  a  result  of  additional  data. 

l.ld.  Increase  (from  FY  2000)  the 
percentage  of  adult  TANF 

FY  03:  68% 
FY  02:  65% 
FY  01:  84%  (64%) 
FY  00:  83%  (63%) 
FY  99:  NA 

FY  03:  9/04 

FY  02: 9/03 

FY  01:  2/03 

FY  00:  65% 

FY  99:  76.8%*  (58%) 

FY  98:  80%* 

Px  19 

HHS 

6.1 

recipients/former  recipients  employed  in 
one  quarter  of  the  year  who  continue  to 
be  employed  in  the  next  two  consecutive 
quarters. 

♦For  FY  98-99,  this  measure  was  limited  to  job  retention  over  one  subsequent  quarter. 

The  numbers  in  parentheses  indicate  what  the  rate  was  over  two  subsequent  quarters  for  comparison  purposes. 

1  .leincrease  (from  the  baseline  year) 
the  percentage  rate  of  earnings  gained  by 
employed  adult  TANF  recipients/former 
recipients  between  a  base  quarter  and  the 
second  subsequent  quarter. 

FY  03:  29% 
FY  02: 28% 
FY  01:  28% 
FY  00: 27% 
FY  99:  NA 

FY  03: 9/04 
FY  02:  9/03 
FY  01: 2/03 
FY  00:  25% 
FY  99:  27%  (22%) 
FY  98:  24% 

Px20 

HHS 

6.1 

The  number  in  parenthesis  for  FY  99  was  bast 
The  three  measures  l.lc-e  are  being  replaced 

d  on  incomplete  data  and  has  been  revised. 

in  FY  2004  by  the  common  measures  which  are  in  the  chart  below: 

l.lf.  Increase  the  rate  of  case  closures 

FY  04:  TBD 

FY  03:  NA: 

FY  04: 

FY  03:  Baseline 

Px21 
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Reference 

Performance  Measures 

Targets 

Actual 
Performance 

(page  #  in 

printed 

document) 

related  to  employment.  (Developmental) 

HHS 

Total  Funding  (dollars  in  millions) 

See  detailed  Budget  Linkage  Table  in 
Part  I  for  line  items  included  in 
funding  totals. 

FY  04:  $17608.6 
FY  03:  $19018.6 
FY  02:  $17135.6 
FY  01:  $16689.2 
FY  00:  $16818.4 
FY  99:  $17186.2 

Bx:  budget  just,  section 
Px:  page  #  performance  pi 

an 

JOB  TRAINING  COMMON  PERFORMANCE  MEASURES  (CPM) 

There  are  presently  more  than  48  job  training  programs  in  10  agencies.  Although  these  programs 
vary  considerably  in  the  types  of  services  provided  and  the  target  populations  served,  their 
common  goal  is  to  improve  participants'  employment  and  earnings.  ACF  and  HHS  have  worked 
with  the  Office  of  Management  and  Budget,  and  the  Departments  of  Labor,  Education,  Housing 
and  Urban  Development,  Interior  and  Veteran's  Affairs  to  develop  a  common  set  of  measures  for 
job  training  and  employment  for  adults,  youth  and  lifelong  learning  programs.  The  definitions 
and  methodology  for  providing  the  TANF  data  for  these  measures  are  identified.  Data  for  these 
three  measures  (entered  employment,  retention  in  employment,  earnings  increase)  will  be 
provided  by  Unemployment  Insurance  (UI)  wage  records  and  administrative  records  will  be  used 
for  the  efficiency  measure.  These  measures  will  be  adopted  in  FY  2004. 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

ENTERED  EMPLOYMENT: 

Uc  Percentage  of  adult  recipients  who 

become  newly  employed. 

FY  2004: 44% 

FY  2004 

Pxl9 

Methodology.  The  numerator  is  "of  those  who  receive  TANF  cash  assistance  in  a  quarter,  the  number  who  became  employed  in  that 
quarter  after  being  unemployed  in  the  previous  quarter."  The  denominator  is  "the  total  number  of  unemployed  TANF  cash 
assistance  recipients  from  the  previous  quarter  identified  in  the  numerator". 

RETENTION  IN  EMPLOYMENT: 
Lid  Percentage  of  those  employed  in  a 
quarter  that  were  still  employed  one  and 
two  quarters  later. 

FY  2004:  68% 

FY  2004 

Px  19 

Methodology.  The  numerator  is  "of  those  who  received  TANF  cash  assistance  and  are  employed  in  a  quarter  (Q-a),  the  number  of 
adults  who  were  employed  one  (Q-b)  and  two  quarters  (Q-c)  later  (regardless  of  TANF  assistance  status).  The  denominator  is  "the 
number  of  participants  employed  in  Q-a. 

EARNINGS  INCREASE: 

Lie  Percentage  change  in  earnings  at 

(a)  FY  2004:  (under 
development) 

(a)  NA 

Px20 

Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 


PageM-12 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1682 


Performance  Measures 

Targets 

Actual 
Performance 

.Reference 
(page  #  in 
printed 
document) 

two  points  in  time: 

(a)  Percent  increase  between  first 
quarter  of  employment  and  the 
second  quarter  prior  to  receiving 
TANF  assistance. 

(b)  Percent  increase  in  earnings 
between  the  third  quarter  of 
employment  and  the  first  quarter  of 
employment 

(b)  FY  2004: 29% 

(b)  FY  2004 

Methodology  (a)  The  numerator  includes  those  who  received  TANF  cash  assistance  with  earnings  from  employment  in  a  quarter 
(Q-a),  their  earnings  in  Q-a  minus  their  earnings  two  quarters  prior  to  being  determined  eligible  for  TANF  cash  assistance.  The 
denominator  is  TANF  cash  assistance  recipients'  earnings  two  quarters  prior  to  being  determined  eligible  for  TANF  cash  assistance, 
(b)  The  numerator  mclodes  those  who  received  TANF  cash  assistance  and  who  had  earnings  from  employment  in  a  quarter  (Q-a). 
their  earnings  two  quarters  (Q-c)  later  minus  their  earnings  in  Q-a-  The  denominator  is  TANF  cash  assistance  recipients'  earnings  in 
0-a- 

PROGRAM  DESCRIPTION  AND  CONTEXT 

PRWORA  dramatically  changed  the  nation's  welfare  system  into  one  that  requires  work  while 
lime-limiting  assistance.  The  TANF  program  replaced  the  former  Aid  to  Families  with 
Dependent  Children  (AFBC),  Job  Opportunities  and  Basic  Skills  Training  (JOBS)  and 
Emergency  Assistance  (EA)  programs,  ending  the  Federal  entitlement  to  assistance. 

In  FY  2003,  die  Adrmnistration  seeks  to  reauthorize  and  fund  the  following  pre-appropriated 
activities  originally  authorized  under  PRWORA  as  part  of  the  TANF  program  at  the  levels 
included  under  current  law:  Family  Assistance  Grants  to  States,  Tribes  and  Territories;  Matching 
Grants  to  Territories;  Bonus  to  Reward  High  Performance  States;  Tribal  Work  Programs;  and  the 
Contingency  Fund.  Supplemental  Grants  for  Population  Increases  would  be  reinstated.  In 
addition,  anew  fund  supporting  research,  demonstration  and  technical  assistance  activities 
including  family  formation,  healthy  marriages,  child  welfare  research  and  reducing  the  incidence 
of  out-of-wedlock  birth  as  well  as  a  matching  grant  program  on  marriage  promotion  would  be 
established. 

ACF  provides  leadership  to  help  States,  Territories  and  Tribes  as  they  design  and  implement 
their  programs  and  move  families  from  welfare  to  work,  while  protecting  the  well-being  of 
children  through  child  care  and  other  services.  PRWORA  gives  States  flexibility  to  design  their 
TANF  programs  in  ways  that  promote  work,  responsibility,  and  self-sufficiency  and  strengthen 
families.  The  law  limits  the  area  that  the  Federal  government  may  regulate,  allowing  States  to 
use  TANF  funding  in  any  manner  "reasonably  calculated  to  accomplish  the  purposes  of  TANF." 

A  primary  goal  of  the  TANF  legislation  is  to  move  recipients  from  welfare  to  work  and  toward 
self-sufficiency.  In  addition  to  providing  States  with  flexibility  in  program  design  and  funding, 
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Congress  established  work  participation  performance  standards  and  created  a  High  Performance 
Bonus  (HPB)  incentive  system  to  facilitate  the  achievement  of  this  goal.  PRWORA  provides 
States  and  Territories  both  financial  rewards  for  high  performance  and  significant  improvement 
and  penalties  for  not  meeting  the  work  participation  targets.  The  HPB  legislation  authorized 
awards  for  five  years  (FY  1999  -  FY  2003).  ACF  issued  award  specifications  for  FY  1999,  FY 
2000,  and  FY  2001  through  guidance.  The  first  three  years  focused  only  on  work  measures,  i.e., 
rates  of  newly  employed  recipients,  retention  rates  and  earnings  gain  rates  of  employed 
recipients  and  former  recipients.  Final  rules  were  published  in  August  2000  to  cover  awards  for 
FY  2002  and  FY  2003.  The  Aclministration's  reauthorization  proposal  restructures  these  grants  to 
focus  on  employment  achievement. 

Under  PRWORA,  $1 00  million  in  annual  bonuses  are  awarded  to  as  many  as  five  States  with  the 
largest  reduction  in  the  proportion  of  out-of-wedlock  births  to  total  births.  These  bonuses  are  an 
incentive  to  encourage  parental  responsibility  and  the  formation  of  two-parent  families.  ACF 
compiled  the  statistics  reported  by  States  and  compared  the  proportion  for  the  most  recent  two- 
year  period  to  that  for  the  preceding  two-year  period.  For  FY  2001,  rankings  were  based  on  birth 
statistics  from  1997  and  1998  compared  to  1999  and  2000.  hi  order  to  receive  the  bonuses,  the 
States  must  also  show  a  decrease  in  their  abortion  rate  between  the  most  recent  year  and  1 995. 
Bonuses  totaling  $100  million  were  awarded  to  Alabama,  Colorado,  Michigan,  Texas,  the 
District  of  Columbia  and  the  Virgin  Islands  in  September  2002.  As  part  of  the  TANF 
reauthorisation,  the  President  has  proposed  eliminating  these  bonuses  in  order  to  focus  efforts  on 
the  TANF  goals  addressing  family  formation  and  healthy  marriage.  •  r 

ACF  selected  outcomes  that  measure  State  investment  and  policy  choices  directed  at  supporting 
individuals  to  succeed  at  work.  Strategic  activities  were  developed  to  meet  these  targets 
including  issuing  bonuses  to  reward  States  for  high  performance;  an  aggressive  technical 
assistance  approach  using  contracts  and  grants;  aggressive  outreach  and  collaboration  with  key 
F  ederal  and  non-Federal  partners;  review  and  analysis  of  State  programs  and  fiscal  data  to 
detitify  emerging  trends;  promoting  and  disseminating  research  results;  and  publishing 
regulations.  Attention  is  being  given  to  removing  barriers  to  work  for  welfare  recipients  who  are 
victims  of  domestic  violence  or  have  developmental  disabilities  or  serious  personal  or  family 
problems,  such  as  substance  abuse  or  mental  health  problems  that  interfere  with  their  ability  to 
work. 

ACF  implements  a  wide  range  of  projects  to  help  States  and  Tribes  produce  the  desired 
outcomes.  These  projects  include: 

•  Convening  State  and  Tribal  leaders  to  educate  them  about  the  specifics  of  the  law  and 
offering  them  the  opportunity  to  engage  other  State  or  Tribal  stakeholders  designing  their 
respective  programs; 

•  Providing  technical  assistance  through  contracts  and  grants,  including  a  Peer  Technical 
Assistance  Network  that  provides  support  to  States,  Tribes  and  localities  to  share 
expertise  and  proven  experiences;  <  -;; 

•  Supporting  initiatives  to  increase  the  availability  of  jobs  for  TANF  recipients  both  in  the 
private  and  public  sectors,  including  Federal  entry-level  jobs; 
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•  Developing  a  catalog  and  other  sources  of  innovative  practices,  and  convening 
workshops  and  conferences  to  provide  targeted  technical  assistance; 

•  Sponsoring  research  and  convening  conferences  to  discuss  welfare  reform  research;  and 

•  Conducting  and  encouraging  training  on  the  need  for  welfare  agencies  to  draw  on  the 
broader  resources  of  other  government  agencies,  the  private  sector,  and  community-based 
organizations. 

To  accomplish  these  strategies,  ACF  is  training  its  employees  in  marketing,  negotiating,  and 
consulting;  using  and  improving  automated  technology,  databases,  and  electronic 
communication;  and  implementing  team-based  work  procedures. 

PROGRAM  PERFORMANCE  ANALYSIS 

The  central  theme  of  the  1996  welfare  reform  legislation  was  moving  families  from  welfare  to 
work.  ACF  monitors  State  efforts  in  this  critical  area  through  two  monitoring  vehicles.  States 
report  detailed  case  level  data  on  recipient  participation  in  work  or  work  related  activities.  States 
collect  this  information  monthly  and  report  it  quarterly  via  the  TANF  Data  Report  system,  ACF 
provides  ongoing  feedback  to  States  on  the  participation  rates  they  are  achieving  as  well  as 
information  on  the  quality  of  their  data.  The  second  mechanism  is  through  the  HPB  system. 
Although  States'  participation  in  this  system  is  voluntary,  forty-nine  States  and  the  District  of 
Columbia  provided  FY  2000  performance  data  to  compete  in  the  FY  2001  HPB  performance 
awards.  This  information  is  critical  to  understanding  the  nature  and  scope  of  employment  activity 
of  TANF  recipients  and  former  recipients. 

Beginning  with  performance  in  FY  2001,  the  employment  measures  (job  entry  [newly 
employed],  job  retention  and  earnings  gain)  are  based  solely  on  performance  data  obtained  from 
the  National  Directory  of  New  Hires  (NDNH).  Under  HPB  specifications  for  performance  years 
FY  1998,  FY  1999  and  FY  2000,  States  had  flexibility  in  the  data  source(s)  they  used  to  obtain 
wage  information  on  current  and  former  TANF  recipients.  ACF  moved  to  this  single  source 
national  database  (NDNH)  to  ensure  equal  access  to  wage  data  and  uniform  application  of  the 
performance  specifications.  Performance  achieved  for  FY  2001  and  2002  may  be  affected  by  this 
change  in  data  source.  For  example,  States  will  have  access  to  Federal  employment  wage  data, 
which  was  not  generally  available  before.  On  the  other  hand,  changes  in  employment  status 
during  a  quarter  can  not  be  identified  in  the  quarterly  wage  data  on  the  NDNH  database  whereas 
a  State  may  have  been  able  to  identify  employment  status  changes  monthly  through  use  of  its 
administrative  records. 

Performance  Report 

Record  numbers  of  people  are  moving  from  welfare  to  work.  Retention  rates  are  promising  and 
all  States  met  the  overall  work  participation  requirements  in  FY  2001 .  Since  the  August  1996 
passage  of  the  law,  recipient  caseloads  are  down  by  59  percent.  From  December  2001  to  June 
2002,  the  number  of  recipients  declined  5.1  percent  from  5.27  million  to  approximately  five 
million.  These  gains  still  leave  too  many  clients  without  work  or  in  entry-wage  jobs,  with  below- 
poverty  incomes  that  make  it  difficult  to  support  families.  Often,  working  parents  lack  the 
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necessary  supports  that  will  enable  them  to  succeed  in  the  workforce,  such  as  access  to 
affordable,  quality  child  care,  transportation,  and  training  opportunities.  Welfare  reform  has  been 
less  effective  in  addressing  the  needs  of  clients  with  multiple  barriers  to  work  such  as  inadequate 
fluency  in  English,  mental  health  problems,  addiction  to  alcohol  or  drugs,  developmental  and 
learning  disabilities  and  domestic  violence.  Increasingly,  State  agencies  are  reporting  that  the 
proportion  of  clients  with  these  barriers  is  growing. 

ACF's  ability  to  affect  goal  achievement  is  limited  by  the  fact  that  much  of  the  responsibility  for 
welfare  reform  lies  with  the  States  and  Tribes,  and  in  a  number  of  cases  with  counties  and  cities. 
ACF  works  in  partnership  with  State,  Tribal  and  local  governments  toward  achieving  the  goal  of 
increased  employment  for  TANF  recipients. 

Employment  Measures:  Measures  l.la-b-Congress  established  the  TANF  work  participation 
performance  targets  for  FY  1997  through  FY  2002.  In  FY  2001,  all  fifty  States,  the  District  of 
Columbia  and  Puerto  Rico  met  the  overall  work  participation  rates  for  all  families.  Of  the  33 
States,  the  District  of  Columbia  and  Guam  that  have  two-parent  family  programs  subject  to  a 
work  participation  rate  in  FY  2001, 30  States  and  the  District  of  Columbia  met  the  two-parent 
work  participation  rate  standard  of  90  percent  States  have  the  option  to  move  their  two-parent 
cases  into  a  separate  State  program  thus  avoiding  the  two-parent  work  participation 
requirements.  The  statutory  two-parent  participation  target  of  90  percent  remains  a  rigorous 
standard. 

Given  the  historic  decline  in  the  TANF  caseload  since  1994  (65  percent),  individual  State  work 
participation  targets  are  significantly  lower  than  the  national  target  rates.  Beginning  in  FY  1997, 
the  actual  all-family  and  two-parent  family  participation  rates  achieved  increased  significantly 
each  year  until  FY  2000,  when  there  was  an  1 1  percent  decline  in  the  national  average  rates. 
(Some  of  the  decline  in  the  all-family  rate  is  attributed  to  the  increase  in  the  all-family  minimum 
hours  of  weekly  participation  from  25  to  30  hours).  Beginning  in  FY  2003,  as  part  of  the 
reauthorization  proposal,  a  participation  standard  for  all  cases  with  adults  would  replace  the  two 
separate  standards  currently  in  existence.  At  least  50  percent  of  all  cases  receiving  TANF  that  are 
headed  by  adults  must  be  participating  full-time  in  a  simulated  work-week  of  activities  (40  hours 
per  week)  and  at  least  24  hours  of  these  40  hours  must  be  in  a  traditional  work  activity. 

The  performance  achieved  by  States  in  FY  1998  and  FY  1999  under  the  job  entry,  retention,  and 
earnings  gain  rate  measures  (measures  1.1  c-e)  reflect  a  major  accomplishment  Data  for  these 
three  measures  were  not  collected  under  AFDC. 

Measure  Lie—  m  FY  2000  (the  most  recent  year  for  which  data  are  available),  there  was  a  3. 1 
percentage  point  increase  in  the  percent  of  adult  TANF  recipients  who  became  newly  employed 
(job  entry).  The  success  States  had  in  moving  TANF  recipients  to  work  in  FY  2000  can  be 
attributed  to  several  factors.  These  include  the  employment  focus  of  PRWORA,  our  commitment 
to  research,  identify  and  disseminate  information  on  me  effects  of  alternative  employment 
strategies,  a  range  of  targeted  technical  assistance  efforts,  and  a  strong  economy. 
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Measure  1.1  d — There  was  a  decrease  of  7  percentage  points  in  the  percent  of  adult  TANF 
recipients  employed  in  one  quarter  who  continued  to  be  employed  (employment  retention)  in  the 
next  two  consecutive  quarters  (versus  employment  in  the  subsequent  quarter).  The  actual 
performance  for  FY  1998  and  FY  1999  was  based  on  job  retention  performance  over  one  quarter 
(TANF  adult  recipients/former  recipients  employed  in  one  quarter  of  the  year  who  were  also 
employed  in  the  following  quarter).  The  FY  2000  targets  for  the  work  retention  measure  (1 .  Id) 
were  established  after  the  results  from  the  first  year  of  the  HPB  competition  were  calculated  (FY 
1998  performance  data). 

While  ACF  changed  the  work  retention  performance  measure  beginning  with  the  third  year  of 
the  HPB  for  FY  2000  and  subsequent  years  to  a  more  rigorous  measure— from  retention  over  two 
quarters  to  retention  over  three  quarters,  it  did  not  change  the  performance  targets.  The  final 
work  retention  rate  for  FY  2000  was  65  percent.  The  performance  targets  for  FY  2002  and  2003 
were  calculated  from  a  preliminary  rate  of  62  percent  ACF  changed  the  projections  for  FY  2000 
and  FY  2001  based  on  these  new  calculations  (63  percent  and  64  percent). 

Measure  1.1  e- The  FY  1999  performance  was  revised  as  a  result  of  inclusion  of  new  data  from 
Nebraska  and  New  Mexico.  These  States  did  not  compete  for  the  FY  2000  HPB  awards,  but 
provided  FY  1999  performance  data  in  order  to  compete  for  the  FY  2001  work  improvement 
measures  which  compare  FY  1999  and  FY  2000  performance  information.  There  was  a  decrease 
of  2  percentage  points  in  the  percent  rate  of  earnings  gained  between  the  base  quarter  and  the 
second  subsequent  quarter  (employment  earnings  gain  rate).  This  decline  could  be  the  result  of 
the  change  in  the  composition  of  the  TANF  caseload,  i.e.,  recipients  with  less  skills  and  fewer 
opportunities  for  increased  wage  rates  or  employment  hours. 

Trends:  The  performance  measures  and  targets  related  to  the  work  participation  rates  are 
statutory  requirements  for  all  States.  From  FY  1 998  through  FY  2001,  all  States  met  the  all- 
families  work  participation  rates.  In  the  same  time  frame,  there  has  also  been  a  steady  increase  in 
the  number  of  States  meeting  the  more  rigorous  two-parent  work  participation  rate  (from  66 
percent  to  86  percent). 

The  remaining  TANF  work  performance  measures  (job  entry,  employment  retention  and 
earnings  gain  rate)  reflect  the  purpose  of  TANF  and  its  ultimate  goal  of  moving  families  to  self- 
sufficiency.  The  job  entry  measure  (measure  1.1c)  has  been  steadily  increasing  from  38.7  percent 
in  FY  1998  to  46.4  percent  in  FY  2000.  One  factor  that  may  explain  this  increase  is  that  States 
may  have  had  access  to  more  sources  of  data  in  the  second  year  of  operating  TANF. 

ACF's  efforts  are  directed  to  provide  leadership  and  incentives  to  States  to  accomplishing  these 
outcomes.  In  a  block  grant  environment,  it  is  difficult  to  show  direct  linkages  between  Federal 
investments  and  outcomes  at  the  State,  Tribal,  local  and  recipient  level. 
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BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTIVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

$5,274,679 
(OFA/OCS-Tribal 
Salaries,  T&TA, 
Travel  &  Supplies) 

Training  &  Technical 
Assistance 

•  Guidance 

•  Program  information 

•  National  conference 

•  Workshops 

•  Round-tables 

•  Peer  TA  services  and 
Web  site 

•  Program  Web  sites 

•  Increase  the  capacity 
of  States  and 
localities  to  meet  the 
objectives  of  the 
TANF  program 

•  Inform  and  influence 
the  Federal  and  State 
decision-making 

•  Increase  the  number 
of  tailored  services 
for  families 

$18,941,236 
(OPRE  TANF-related 
Research,  Data 
Collection, 
Dissemination) 

Research  & 
Evaluation 

•  Demonstration 
projects 

•  Grants 

•  Data  collection  and 
analysis 

•  Increase  the  capacity 
of  States  and 
localities  to  meet  the 
objective  of  the 
TANF  program 

•  Inform  and  influence 
the  Federal  and  State 
decision-making 

•  Increase  the  number 
of  tailored  services 
for  families 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

Achieving  economic  independence  for  many  TANF  families  begins  with  either  direct  job  search 
or  overcoming  barriers  to  employment,  e.g.,  lack  of  basic  skills,  and  progresses  to  acqiuring  job 
experiences,  a  private  sector  job,  increased  wages,  and  eventually  self-sufficiency.  ACF  believes 
that  these  three  key  elements:  getting  a  job,  retaining  the  job  and  increased  earnings  should  be 
included  as  performance  measures. 

1.2a.   FY  2003;  All  States  meet  the  TANF  ail-families  work  participation  rate  of  SO 
percent 

FY  2004:  All  States  meet  the  TANF  all-families  work  participation  rate  of  SO 
percent. 
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Lib.    FY  2003 :  All  States  meet  the  TANF  two-parent  families  work  participation  rate 
of  90  percent 

FY  2004:  All  States  meet  the  TANF  two-parent  families  work  participation  rate 
of  90  percent 

Congress  established  the  work  participation  rates  (measures  1.1  a-b).  The  statute  directs  the 
Secretary  to  collect  aggregated  data  (caseload  summaries)  and  disaggregated  data  (by  individual 
and  family)  on  the  TANF  program  quarterly.  Note:  The  Administration's  reauthorization 
proposal  replaces  these  two  standards  with  a  single  participation  standard  for  all  cases  with 
adults. 

The  FY  2003  work  performance  measures  (l.lc-e)  were  developed  after  extensive  consultation 
with  the  American  Public  Human  Services  Association,  the  National  Governors  Association,  and 
States  as  specified  in  the  HPB  statute.  In  FY  1999,  ACF  modified  the  work  performance  goal 
specifications  to  reflect  percentage  increase  in  performance  rather  than  numeric  changes  and 
established  modest  increases  in  the  target  levels.  The  FY  2004  measures  (1 .  lc-e)  on  entered 
employment,  retention  in  employment,  and  earnings  increase  are  the  result  of  an  effort  to 
develop  uniform  evaluation  metrics  (common  measures)  with  the  Office  of  Management  and 
Budget,  Departments  of  Labor,  Housing  and  Urban  Development,  Education,  Veterans  Affairs 
and  Interior. 

Beginning  in  FY  2001,  the  sole  data  source  for  these  three  measures  is  the  NDNH  that  contains 
wage  data  from  all  State  Employment  Security  Agencies  as  well  as  all  Federal  employment  wage 
data.  Previously  States  generated  this  data  using  multiple  sources.  This  change  in  data  source  not 
only  impacts  the  data  reported  for  actual  performance  for  measures  l.lc-e  affect  but  also  ACF's 
ability  to  do  comparable  projections  from  the  previous  year. 

In  light  of  pending  reauthorization  of  the  TANF  program  and  the  above-mentioned  change  in 
data  source,  ACF  has  established  a  conservative  target  for  measure  1.1c,  rather  than  projecting 
an  increase  above  current  performance,  and  has  projected  maintenance  targets  for  measures  1 .  Id 
ande. 

ENTERED  EMPLOYMENT 

1.1c    FY  2003 :  Increase  (from  the  baseline  year)  the  percentage  of  adult  TANF 
recipients  who  become  newly  employed, 

FY  2004:  Increase  (from  the  baseline  year)  the  percentage  of  adult  TANF 
recipients  who  become  newly  employed  (CPM) 

RETENTION  IN  EMPLOYMENT 

Lid.    FY  2003:  Increase  (from  FY  2000)  the  percentage  of  adult  TANF 

recipients/former  recipients  employed  in  one  quarter  of  the  year  who  continue 
to  be  employed  in  the  next  two  consecutive  quarters. 
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FY  2004:  Increase  (from  FY 2000)  the  percentage  of  adult  TANF 
recipients/former  recipients  employed  in  a  quarter  that  were  still  employed  one 
and  two  quarters  later.  (CPM) 

EARNINGS  INCREASE 

Lie.    FY  2003:  Increase  (from  the  baseline  year)  the  percentage  rate  of  earnings 
gained  by  employed  adult  TANF  recipients/former  recipients  between  a  base 
quarter  and  the  second  subsequent  quarter. 

For  FY  2003,  ACF  looks  at  the  earnings  of  those  who  are  employed  in  each  of  the  four  quarters 
of  the  measurement  year  and  determines  if  they  are  also  employed  in  the  second  subsequent 
quarter.  If  they  are  employed  in  both  quarters,  ACF  determines  the  gain  in  earnings  (if  any) 
between  the  initial  quarter  and  the  second  subsequent  quarter.  The  sum  of  these  gains  in  earnings 
across  the  four  quarters  is  the  numerator.  The  denominator  is  the  sum  of  the  earnings  in  each  of 
the  four  quarters  in  the  measurement  year. 

FY  2004:  The  percentage  change  in  earnings  at  two  points  in  time  by  employed 
adult  TANF  recipients/former  recipients.  (CPM) 

(a)  The  percentage  change  in  earnings  between  the  first  quarter  of  employment 
and  the  second  quarter  prior  to  receiving  TANF  assistance  by  employed 
TANF  recipients/former  recipients  (under  development). 

Plan  for  Obtaining  Earnings  Information  Pre  and  Post  TANF  Enrollment:  S  :ates  do  not  currently 
collect  employment/wage  data  on  potential  TANF  participants  before  enrollment  in  the  program. 
To  obtain  such  information,  ACF  will  develop  recipient  matching  protocols  in  order  to  do  a 
series  of  matches  on  the  quarterly  lists  of  adult  recipients  State  currently  provide  to  compete  on 
the  High  Performance  Bonus.  These  matches  are  necessary  to  identify  TANF  adult  recipients 
who  are  recipients  in  the  measurement  quarter(s)  but  not  in  the  previous  two  quarters.  ACF  will 
consult  with  States  regarding  their  ability  to  provide  recipient  information  for  the  prior  quarters 
before  enrollment.  In  order  to  implement  this  measure,  ACF  will  modify  the  matching  and  wage 
compilation/calculation  programs  now  used. 

(b)  The  percent  increase  in  earnings  between  the  third  quarter  of  employment 
and  the  first  quarter  of  employment  by  employed  TANF  recipients/former 
recipients. 

Data  Sources:  Unemployment  Insurance  (UI)  Wage  Records 

The  TANF  measures,  taken  together,  assess  State  success  in  moving  recipients  from  welfare  to 
work  and  self-sufficiency.  Full  success  requires  not  only  getting  recipients  into  jobs,  but  also 
keeping  them  in  those  jobs  and  increasing  their  earnings  in  order  to  reduce  dependency  and 
enable  families  to  support  themselves.  Caseload  decline  provides  information  on  the  number  of 
families  leaving  TANF,  but  it  does  not  indicate  the  number  of  families  that  are  more  self- 


Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 


PageM-20 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1690 


sufficient  as  a  result  of  employment  Therefore,  ACF  is  proposing  a  developmental  measure 
(l.lf)  that  measures  the  rate  of  case  closures  related  to  employment,  as  well  as  the  receipt  of 
child  support  and  marriage,  which  generally  reflect  the  earnings  of  others. 

ACF  believes  that  this  process  measure  is  important  because  it  encourages  States  to  track  how 
many  recipients  are  leaving  welfare  as  a  result  of  getting  jobs,  receiving  of  child  support  and/or 
getting  married  and  would  focus  welfare  offices'  capacity-building  efforts  on  these  efforts. 

Developmental  Measure 

l.lg.    FY  2003:  Increase  the  rate  of  case  closures  related  to  employment,  receipt  of 
child  support  and  marriage. 

FY  2004:  Increase  the  rate  of  case  closures  related  to  employment,  receipt  of 
child  support  and  marriage. 

Data  Source:  TANF  adrrmiistrative  data 

1.2     DEVELOPMENTAL  DISABILITIES  (GENERAL) 

Program  Purpose  and  Legislative  Intent 

The  major  goal  of  the  Developmental  Disabilities  program  is  to  assist  people  with  developmental 
disabilities  in  reaching  maximum  potential  through  increased  independence,  productivity, 
inclusion,  and  community  integration.  ACF's  program  partners  in  the  States  work  with  State 
governments,  local  communities,  and  the  private  sector  to  reach  goals  relating  to  prevention, 
diagnosis,  early  intervention,  therapy,  education,  training,  employment,  and  community  living 
and  leisure  opportunities.  Activities  are  funded  in  eight  areas:  quality  assurance,  education  and 
early  intervention,  child  care,  health,  employment,  housing,  transportation  and  recreation 
activities.  In  ACF,  the  Admimstration  on  Developmental  Disabilities  (ADD)  and  its  partners  in 
the  developmental  disability  (DD)  community  have  the  lead  in  pursuing  these  goals. 

PROGRAM  DESCRIPTION  AND  CONTEXT 

There  are  nearly  four  million  Americans  with  developmental  disabilities.  Developmental 
disabilities  are  severe,  chronic  disabilities  attributable  to  mental  and/or  physical  impairment, 
which  manifest  before  age  22  and  are  likely  to  continue  indefinitely.  They  result  in  substantial 
limitations  in  three  or  more  of  the  following  areas:  self-care,  receptive  and  expressive  language, 
learning,  mobility,  self-direction,  capacity  for  independent  living,  and  economic  self-sufficiency. 
Persons  with  developmental  disabilities  require  individually  planned  and  coordinated  services. 

ACF's  DD  grantee  partners  fall  into  four  complementary  groups.  Each  has  a  mandated  mission  to 
improve  the  lives  of  individuals  with  developmental  disabilities  and  their  families.  Strategies 
must  be  non-duplicative,  unique,  and  interlocking. 
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•  State  Councils  on  Developmental  Disabilities  (SCDD)  pursue  systems  change,  capacity 
building,  and  advocacy  services  in  order  to  promote  service  systems  and  supports  that  are 
consumer-  and  family-centered,  comprehensive,  and  coordinated.  SCDDs  employ  strategies 
that  include  demonstration  of  new  approaches,  outreach  training,  public  education,  and 
information  to  policy-makers; 

•  Protection  and  Advocacy  (P&A)  systems  in  each  State  protect  the  legal  and  human  rights 
of  individuals  with  developmental  disabilities.  P&A  strategies  include  legal,  administrative, 
and  other  remedies;  information  and  referral;  investigation  of  incidents  of  abuse  and  neglect; 
and  education  of  policy-makers; 

•  University  Centers  for  Excellence  in  Developmental  Disabilities  (UCEDDs)  are 
components  of  a  university  system  or  are  public  or  not-for-profit  entities  associated  with 
universities.  These  Centers  provide  interdisciplinary  pre-service  preparation  of  students  and 
fellows,  community  service  activities,  and  the  dissemination  of  information  and  research 
findings;  and 

•  Projects  of  National  Significance  (PNS)  is  a  discretionary  program  providing  ACF  with  the 
opportunity  to  focus  funds  on  emerging  areas  of  concern.  This  program  supports  local 
implementation  of  practical  solutions  and  provides  results  and  information  for  possible 
national  replication.  PNS  also  supports  technical  assistance;  research  regarding  emerging 
disability  issues;  conferences  and  special  meetings;  and  the  development  of  national  and 
State  policy.  Additionally,  funding  is  provided  for  States  to  create  or  expand  statewide 
systems  change. 

13      DEVELOPMENTAL  DISABILITIES  (EMPLOYMENT) 

The  DD  employment  goal  is  to  increase  competitive  and  inclusive  employment  for  people  with 
developmental  disabilities  consistent  with  their  interests,  abilities  and  needs.  This  goal 
encompasses  issues  such  as  vocational  supports  for  students,  career  planning,  and 
accommodation  of  disabilities.  Strategies  under  mis  goal  strive  to  create  job  choices  and  career 
opportunities  that  are  integrated,  accessible,  equitable,  and  supported,  and  to  inform  employers 
of  the  capabilities  of  individuals  with  disabilities,  and  support  practices  and  accommodations. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Increase  entry  into,  and  retention  of,  employment  for  people  with 
developmental  disabilities,  consistent  with  their  interests,  abilities  and  needs. 

Objective:  Increase  employment  of  persons  with  developmer 

ital  disabilities 

1.3a.  Achieve  the  targeted  number 
of  adults  with  developmental 
disabilities  who  obtain  integrated 

FY  04:  7,815 
FY  03:  6,834 
FY  02:  3,850 

FY  04: 
FY  03: 
FY  02:  3/03 

Px  27 

HHS 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 

Hncn  imp  n  ~t\ 

jobs  as  a  result  of  DD  program 
intervention. 

FY  01:  3,800 
FY  00:  9,517 
FY  99: 9,517 

FY  01:  5,854 
FY  00:  3,788 
(Rev.  Baseline) 
FY  99:  8,959 
FY  98:  9,665 
FY  97:  6,945 

6.1/ 
6.3 

1.3b.  Achieve  the  targeted  number 
of  businesses/employers  that 
employ  and  support  people  with 
developmental  disabilities  as  a 
result  of  DD  program  intervention. 

FY  03:  Dropped 
FY  02: 1,400 
FY  01: 1,350 
FY  00: 4,353 
FY  99: 4,353 

FY  02: 3/03 
FY  01: 1,813 
FY  00: 1,324 
FY  99:  1,113 
FY  98: 1,198 
FY  97:  824 

Px27 

HHS 

6.1/ 
6.3 

1.3  c.  Leverage  the  targeted  dollars 

from  ATYTV^  "Fp^pral  Tv*rtnprQ  fc% 

ma  vui  nx/j-/  O  X  WVIW1  Oi  [HU  U1V1  0  l\J 

support  positive  outcomes  for  people 
with  developmental  disabilities  for 
employment,  housing,  education, 
health,  and  community  support  as  a 
result  of  ADD  intervention  (dollars  in 
millions). 

FY  04:  $2.4 
FY  03:  $2.4 
FY  02:  $2.4 
FY  01:  $2.4 
FY  00:  $2.4 
FY  99:  $3.5 

FY  04: 

FY  03: 

FY  02:  $1.17 

FY  01:  $1.1 

FY  00:  $2.4 

FY  99:  $2.1  (Baseline) 

FY  98:  $2.6 

FY  97:  $2.6 

Px27 

Total  Funding  (dollars  in  millions) 

See  detailed  Budget  Linkage  Table 
in  Part  I  for  line  items  included  in 
funding  totals. 

FY  04 
FY  03 
FY  02 
FY  01 
FY  00 
FY  99 

$140.4 
$140.5 
$140.5 
$133.5 
$122.2 
$1192 

Bx:  budget  just,  section 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 


The  programs  in  the  States  include  three  approaches  to  promoting  employment  First,  State 
Councils  work  to  create  systems  change  within  employment  service  systems.  Second,  public  and 
business  opinions  and  attitudes  concerning  employment  of  persons  with  disabilities  are  improved 
through  educational  efforts,  involving  both  the  State  Councils  and  the  UCEDDs.  Third,  P&A 
systems  strive  to  ensure  that  the  rights  of  workers  with  developmental  disabilities  are  not 
reduced.  Interventions  by  State  Councils  include  promoting  job  fairs,  training  job  coaches, 
advocacy  to  employers  to  hire  more  people  with  developmental  disabilities,  and  creating  State- 
level  entities  that  continue  this  work  on  an  ongoing  basis.  Finally,  funding  in  the  PNS  program  is 
used  to  leverage  other  Federal  resources. 
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Program  Partnerships 

Partnerships  at  the  State  and  Federal  levels  represent  the  key  to  successful  developmental 
disabilities  programs.  In  the  States,  a  major  success  factor  stems  from  the  interaction  among 
developmental  disabilities  program  grantees,  sometimes  referred  to  as  the  Developmental 
Disabilities  Network.  Additionally,  each  of  these  programs  works  with  State  and  local  entities, 
and  the  private  sector,  to  achieve  positive  outcomes.  At  the  Federal  level,  ACF  coordinates  with 
the  Social  Security  Administration,  the  Department  of  Education,  the  Department  of  Labor,  the 
Department  of  Transportation  and  other  agencies.  Within  HHS,  ACF  works  with  CMS,  HRSA 
and  the  President's  Committee  on  Mental  Retardation. 

PROGRAM  PERFORMANCE  ANALYSIS 

The  first  employment  measure  (1.3a)  aligns  closely  with  the  President's  New  Freedom  initiative, 
as  it  focuses  on  mtegrating  individuals  with  developmental  disabilities  into  the  workforce.  The 
other  employment  measure  (1 .3b)  is  being  deleted  in  FY  2003.  The  Federal  resources  measure 
(1.3c)  reflects  ACF's  capacity  for  engaging  in  crosscutting  strategies  and  leveraging  resources 
from  other  Federal  agencies.  Consequently,  this  measure  will  be  important  for  ACF  to  track  in 
order  to  develop  other  resources  in  support  of  the  President's  New  Freedom  initiative. 

The  instability  in  target  and  outcome  data  for  measures  1 .3a-b  raises  concerns:  fluctuations  in 
performance  information  from  the  State  Councils  are  primarily  related  to  the  flexibility  allowed 
under  ACF's  developmental  disabilities  programs  and  not  to  problems  of  reporting  or  the  ability 
to  achieve  targets. 

Federal  law  gives  State  Councils  the  opportunity  to  establish  goals  that  reflect  the  needs  in  their 
respective  jurisdictions.  The  dynamic  nature  of  the  planning  environment  makes  it  difficult  for 
the  State  Councils  to  keep  up  with  rapidly  changing  demands.  The  Councils  strive  to  set  targets 
in  key  areas  for  a  five-year  period,  but  are  often  forced  to  deal  with  year-to-year  challenges 
affecting  service  delivery.  For  example,  a  State  Council  may  target  employment  at  the  beginning 
of  the  planning  period  and  shift  directions  and  resources  at  mid-course  due  to  changes  in  the 
economy,  society  or  other  factors.  Such  actions  cannot  be  accurately  predicted.  The  State 
Councils  must  constantly  consider  the  competing  demands  for  resources  within  the  advocacy  and 
service  delivery  communities.  In  some  States,  simply  maintaining  services  and  support  systems 
at  the  current  level  can  be  a  major  accomplishment. 

These  conditions  cause  volatility  in  performance  data  and  targets.  Some  of  the  difficulty  in 
setting  performance  targets  can  be  reduced  by  the  use  of  trend  data  to  stabilize  performance; 
however,  fluctuations  will  persist  ACF  is  taking  steps  to  improve  its  reporting  systems  and  set 
targets  that  take  account  of  the  changing  dynamics  within  the  States. 
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Performance  Report 

In  FY  2002,  all  appropriated  funding  was  made  available  to  State  Councils  and  P&A  systems  in 
the  States.  UCEDDs  are  currently  in  the  process  of  having  their  applications  reviewed  for  core 
funding.  Under  the  PNS,  funding  is  provided  under  the  eight  areas  of  emphasis.  Additionally, 
projects  are  being  advertised  under  the  Family  Support  program.  This  program  assists  families  of 
children  with  disabilities,  including  foster  and  adoptive  families,  to  care  for  their  children  at 
home.  To  ensure  the  quality  of  programs,  ADD  has  continued  to  fund  technical  assistance 
projects  for  its  partners. 

In  FY  2001,  the  number  of  adults  with  developmental  disabilities  who  obtained  integrated  jobs 
(measure  1 .3a)  was  greater  than  the  projected  target  and  also  greater  than  the  previous  year's 
performance.  State  Councils  in  44  States  and  Territories  reported  5,854  integrated  jobs  as  a 
consequence  of  their  intervention,  54  percent  above  the  target  of 3,800.  States  reported  new 
project  activities  supporting  the  employment  of  persons  with  developmental  disabilities. 

The  number  of  businesses/employers  in  FY  2001  that  employ  and  support  people  with 
developmental  disabilities  (measure  1.3b)  exceeded  the  target  level.  State  Councils  in  35  States 
and  Territories  reported  1,813  employers/businesses  employing  and  supporting  people  with 
developmental  disabilities,  greater  than  the  target  of  1,350.  This  increase  reflects  national  growth 
in  employment  in  FY  2001  as  well  as  the  increased  attention  to  employment  issues  by  the  State 
Councils. 

In  FY  2002,  performance  for  dollars  leveraged  from  ACF's  Federal  partners  (measure  1.3c)  was 
not  met  ($1.17  million  rather  than  the  projected  $2.4  million  was  leveraged).  The  FY  2002 
performance  target  was  based  on  prospective  funding  opportunities  that  failed  to  generate  the 
anticipated  level  of  funding.  In  the  future,  ACF  will  seek  out  more  reliable  funding  sources  and 
will  base  its  performance  targets  on  these  sources. 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTTVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

$2.0  million 
(including  $0.9  million 
from  non-ACF 
sources) 

Training  &  Technical 
Assistance 

Improved  goal  setting  and 
enhanced  strategic 
capacity 

Higher  achievement  rates 
in  high-need  areas 

$20,0000 

Monitoring  and 
Technical  Assistance 
Review  System 
(MTARS) 

DD  program  compliance 
and  identification  of 
performance  issues 

Greater  compliance  with 
Federal  law  and  improved 
quality  of  program 
activities,  outputs  and 
outcomes 

$340,000 

Management  of  DD 
program  reports  and 

Quality  program 
information  that  is  readily 

Higher  quality  data  to 
inform  management 
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|  information  resources  [  accessible  j  decision-making 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 

Data  Issues 

State  Councils  generate  both  target  and  outcome  data  for  measures  1 .3a-b,  and  2.1a  (see  next 
section).  The  targets  are  reported  by  State  Councils  for  a  five-year  period  and  updated  annually. 
The  current  State  Plans  cover  the  period  FY  2002 — FY  2006.  Outcome  data  for  a  particular 
fiscal  year  are  reported  in  annual  program  performance  reports  (PPRs),  submitted  in  January  of 
the  following  fiscal  year.  Both  the  State  Plans  and  the  PPRs  are  submitted  by  the  Electronic  Data 
Submission  (EDS)  system. 

Not  all  States  set  employment  targets  and  many  have  begun  focusing  on  other  high-priority 
issues.  The  number  of  States  that  project  targets  and  report  on  performance  varies  from  year  to 
year.  ACF  plans  to  correct  this  problem  by  working  with  every  State  to  set  some  type  of 
employment  target  resulting  in  100  percent  of  States  comprising  the  base  for  these  measures. 
ACF  plans  in  FY  2003  to  encourage  all  DD  program  partners  to  track  this  measure  and  in  FY 
2004  to  mandate  setting  and  tracking  ADD  GPRA  targets. 

Various  data  sources  are  used  to  report  on  program  targets  and  program  outcomes,  including 
annual  program  performance  reports,  planning  reports,  and  adWnistrative  records.  These  sources 
are  tracked  through  the  EDS  system.  Interagency  agreements  and  memoranda  of  understanding 
provide  the  data  for  the  last  measure,  (measure  1.3c)  "dollars  leveraged,"  which  is  tracked  in- 
house  in  ACF. 

A  database  of  the  results  from  the  EDS  is  used  to  compare  targets  and  actual  performance  of 
ADD  partners.  Verification  and  validation  of  data  occur  through  ongoing  review  and  analysis  of 
annual  electronic  reports,  technical  assistance  site  visits,  and  input  from  individuals  with 
developmental  disabilities,  their  families  and  other  partners.  When  anomalies  and  variations  in 
the  data  occur,  ADD  works  with  individual  program  partners  to  gain  insight  into  the  reason  with 
assistance  being  provided  by  technical  assistance  contractors.  Partners  are  encouraged  to  pursue 
corrective  actions  to  ensure  that  data  are  valid. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Increase  entry  into,  and  retention  of,  employment  for  people  with 
developmental  disabilities  consistent  with  their  interests,  abilities,  and  needs. 

Objective:  Increase  employment  of  persons  with  developmental  disabilities 
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13a.    FY 2003:  Achieve  6,834  adults  with  developmental  disabilities  who  obtain 
integrated  jobs  as  a  result  ofDD  program  intervention. 

FY 2004:  Achieve  7,815  adults  with  developmental  disabilities  who  obtain 
integrated  jobs  as  a  result  ofDD  program  intervention. 

Data  Source:  State  Council  annual  Program  Performance  Report  (PPR) 

The  targets  for  FY  2003  and  FY  2004  are  set  by  the  State  Councils  and  reported  in  their  State 
Plans.  They  have  been  adjusted  by  ACF  to  spread  the  proposed  increases  over  a  two-year  period. 
The  targets  are  strategic  in  nature  and  are  guides  to  courses  of  action  rather  than  firm 
performance  targets.  They  are  influenced,  not  only  by  employment-related  issues,  but  also  by  the 
full  range  of  disabilities  issues  that  compete  for  resources  and  attention.  The  proposed  increases 
in  targets  are  the  result  of  employment  emerging  as  a  significant  issue  as  evidenced  by  lengthy 
waiting  lists  for  employment  related  services  in  many  States. 

Objective:  Increase  number  of  businesses/employers  that  employ  persons  with  developmental 
disabilities 

1.3b.    FY  2003 :  Achieve  the  targeted  number  of  businesses/employers  that  employ  and 
support  people  with  developmental  disabilities  as  a  result  of  DD  program 
intervention.  (Dropped) 

ACF  has  dropped  measure  1 .3b  for  FY  2003,  since  it  is  not  as  direct  an  outcome  as  the  first 
employment  measure  1.3a. 

Objective:  Maintain  the  Federal  dollars  leveraged  across  the  spectrum  of  Federal  programs  to 
benefit  persons  with  developmental  disabilities 

1.3c    FY 2003:  Leverage  $2.4  million  from  ADD 's  Federal  partners  to  support 
positive  outcomes  for  people  with  developmental  disabilities  in  terms  of 
employment,  housing,  education,  health,  and  community  support  as  a  result  of 
ADD  intervention. 

FY 2004:  Leverage  $2.4  million  from  ADD 's  Federal  partners  to  support 
positive  outcomes  for  people  with  developmental  disabilities  in  terms  of 
employment,  housing,  education,  health,  and  community  support  as  a  result  of 
ADD  intervention. 

Data  Source:  ADD  administrative  records 
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1.4      REFUGEE  RESETTLEMENT 
Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Office  Refugee  Resettlement  (ORR)  is  to  help  refugees,  Cuban/Haitian 
entrants,  asylees  and  other  special  populations,  as  outlined  in  the  ORR  regulations,  obtain 
economic  and  social  self-sufficiency  in  the  United  States  in  the  shortest  time  possible.  ORR 
funding  supports  cash  and  medical  assistance  programs,  English  language  training,  employment 
preparation  and  job  placement,  skills  training,  social  adjustment  and  other  services  to  help 
refugees  build  new  lives  in  the  United  States.  As  codified  in  the  Refugee  Act  of  1980,  Pub.L.  96- 
212,  this  program  strengthened  the  United  States'  historic  policy  of  aiding  individuals  fleeing 
persecution  in  their  homeland. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

Long-term  measure:  By  2012,  grantees  will  achieve  an  85%  entered  employment  rate  (EER). 

1 .4a.  Increase  the  percent  of 
refugees  entering  employment 
through  ACF-funded  refugee 
employment  services  by  at  least 
three  percent  annually  from  prior 
year. 

(Former  Measure:  Increase  the 
number  of  refugees  entering 
employment  services  by  at  least 
five  percent  annually  from  prior 
year's  actual  performance.) 

FY  04:  Increase  3% 
FY  03:  Increase  3% 
FY  02: 48,188 
FY  01:  56,885 
FY  00:  54,176 
FY  99:  51,597 

FY  04: 
FY  03: 
FY  02: 4/03 
FY  01: 45,893 
FY  00: 48,820 
FY  99:  50,208 
FY  98:  52,298 
FY  97:  46,800 

Px37 

HHS 
6.1 

1.4b.  Increase  the  percent  of 
entered  employment  with  hearth 
benefits  available  as  a  subset  of 
full-time  job  placements  by  three 
percent  annually  from  the  prior 
year. 

(Former  Measure:  Increase  the 
number  of  entered  employment 

FY  04:  Increase  3% 
FY  03:  Increase  3% 
FY  02: 28,702 
FY  01: 30,613 
FY  00:  29,156 
FY  99: 27,767 

FY  04: 
FY  03: 
FY  02: 4/03 
FY  01: 27,270 
FY  00:  27,080 
FY  99:  28,425 
FY  98: 27,124 
FY  97: 25,186 

Px37 

HHS 

3.1 

with  health  benefits  available  as 
a  subset  of  full-time  job 
placements  by  five  percent 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

Long-term  measure:  By  2012,  grantees  will  achieve  an  85%  entered  employment  rate  (EER). 

annually  from  the  prior  year's 
actual  performance.) 

1.4c.  Increase  the  percent  of 
refugee  cash  assistance  cases 

FY  03:  Dropped 
FY  02:  14,934 
FY  01:  18,169 
FY  00:  17,304 
FY  99: 16,480 

FY  02:  4/03 

Px37 

closed  due  to  employment  by  at 
least  three  percent  annually  as  a 
subset  of  all  entered  employment 
from  the  prior  year. 

FY  01:  14,223 
FY  00:  15,539 
FY  99: 16,445 
FY  98:  16,978 
FY  97:  14,948 

HHS 

6.1 

(Former  Measure:  Increase  the 
number  of  refugee  cash 
assistance  cases  closed  due  to 
employment  by  at  least  five 
percent  annually  as  a  subset  of 
all  entered  employment  from  the 

prior  year's  actual  performance.) 

1 .4d.  Increase  the  percent  of  90- 
day  job  retention  as  a  subset  of 
all  entered  employment  by  at 
least  three  percent  annually  from 
the  prior  year. 

(Former  Measure:  Increase  the 
number  of  90-day  job  retention 
as  a  subset  of  all  entered 
employment  by  at  least  five 
percent  annually  from  the  prior 

FY  04:  Increase  3% 
FY  03:  Increase  3% 
FY  02:  32,694 
FY  01:  41,824 
FY  00:  39,833 
FY  99:  37,936 

FY  04 
FY  03: 
FY  02:  4/03 
FY  01:  31,137 
FY  00:  33,626 
FY  99:  36,055 
FY  98:  38,040 
FY  97:  34,409 

Px38 

HHS 
6.1 

year's  actual  performance.) 

1 .4e.  Increase  the  number  of 
refugees  who  enter  employment 
through  the  Matching  Grant 
(MG)  program  as  a  subset  of  all 
MG  employable  adults  by  at 
least  five  percent  annually  from 
the  prior  year's  performance. 

CY  04:  Increase  5% 
CY03:  Increase  5% 
CY  02:  14,576 
CYOl:  9,504 
CYOO:  9,051 
CY  99:  8,620 

CY04: 
CY03: 
CY  02:  7/03 
CYOl:  13,882 
CYOO:  10,931 
CY  99:  9,713 
CY  98:  8,049 
CY  97:  7,819 

Px38 

HHS 

6.1 

1 .4f.  Increase  the  number  of 

CY  04:  Increase  4% 
CY03:  Increase  4% 
CY02:  10,860 

CY04: 
CY03: 
CY  02:  7/03 

Px38 

refugee  families  (cases)  that  are 
self-sufficient  (not  dependent  on 
any  cash  assistance)  within  the 

HHS 

CYOl:  6,176 

CYOl:  10,442 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

Long-term  measure:  By  2012,  grantees  will  achieve  an  85%  entered  employment  rate  (EER). 

first  four  months  after  arrival  by 
at  least  four  percent  annually 
from  the  prior  year's 
performance. 

CY  00:  5,938 
CY  99:  5,710 

CY  00:  10,597 
CY99:  6,497 
CY98:  5,194 
CY97:  5279 

6.1 

Total  Funding  (dollars  in 
millions) 

See  detailed  Budget  Linkage 
Table  in  Part  I  for  line  items 
included  in  funding  totals. 

FY  04:  $462.6 
FY  03:  $486.7 
FY  02:  $493.9 
FY  01:  $433.1 
FY  00:  $4262 
FY  99:  $480.9 

Bx:  budget  just  Section 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 


ACF  provides  assistance  and  services  to  persons  admitted  to  the  United  States  as  refugees, 
asylees,  Cuban  or  Haitian  entrants  and  Amerasian  immigrants.  The  major  program  goals  are  to 
provide  resources  and  technical  assistance  to  States  and  other  grantees  in  order  to  help  refugees 
achieve  economic  self-sufficiency  and  social  adjustment  within  the  shortest  time  possible 
following  their  arrival  in  the  United  States. 

Federal  resettlement  assistance  to  refugees  is  provided  primarily  through  a  State-administered 
refugee  resettlement  program.  States  provide  transitional  cash  and  medical  assistance  and  social 
services  to  refugees,  and  maintain  legal  responsibility  for  the  care  of  unaccompanied  refugee 
children. 

All  California  counties  participating  in  the  State-administered  refugee  resettlement  receiving 
ORR  social  services  or  targeted  assistance  formula  funds  are  required  to  submit  an  annual 
outcome  goal  plan.  The  California  counties  are  heavily  impacted  by  refugee  resettlement  and  in 
some  instances  the  California  counties  have  more  refugee  arrivals  than  some  States. 

ORR  provides  funding  for  a  broad  range  of  social  services  to  refugees,  both  through  States  and 
through  direct  service  grants,  to  help  refugees  obtain  employment  and  achieve  economic  self- 
sufficiency  and  social  adjustment  as  quickly  as  possible.  After  deducting  set-asides  mandated  by 
Congress,  ORR,  as  in  previous  fiscal  years,  allocated  85  percent  of  the  social  service  funds  on  a 
formula  basis. 

In  June  of  FY  200O,  ORR  changed  its  policy  regarding  the  start  date  for  eligibility  of  asylees  for 
ORR  benefits  and  services  from  the  date  of  entry  into  the  United  States  to  the  date  of  the  grant  of 
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asylum.  In  FY  2001  this  policy  change  added  approximately  37,000  asylees  to  the  ORR  caseload 
eligible  to  receive  cash  and  services.  Adding  the  asylees  to  the  refugee  arrival  ceiling  (72,000) 
and  entrant  arrivals  (19,000)  increased  ORR's  total  caseload  to  128,000. 

In  FY  2002,  the  asylee  policy  change  resulted  in  the  addition  of  approximately  24,000  asylees  to 
the  estimated  ORR  caseload  eligible  to  receive  cash  and  services.  Adding  the  asylees  to  the  FY 
2002  refugee  arrival  ceiling  (70,000)  and  entrant  arrivals  (20,000)  increased  ORR's  estimated 
FY  2002  caseload  to  1 14,000.  In  addition,  a  new  law  passed  in  October  2000,  the  Trafficking 
Victims  Protection  Act  (Pub.  L.  106-386),  made  aliens  who  are  victims  of  a  severe  form  of 
trafficking  in  persons  eligible  for  benefits  and  services  under  certain  Federal  or  State  programs  to 
the  same  extent  as  refugees.  For  estimation  purposes,  ORR  added  1,000  victims  of  a  severe  form 
of  trafficking  to  the  estimated  FY  2002  caseload  for  a  total  estimated  caseload  of  1 15,000. 

The  Matching  Grant  program  provides  an  alternative  approach  to  the  State-administered 
resettlement  assistance.  It  provides  voluntary  agencies  the  opportunity  to  use  focused  intensive 
employment  services,  financial  incentives,  and  the  flexibility  to  experiment  with  creative 
solutions  to  the  special  employment  problems  of  refugees  in  order  to  achieve  early  placements. 
The  program's  goal  is  to  help  refugees  attain  self-sufficiency  within  four  months  after  arrival, 
without  access  to  public  cash  assistance.  This  program  provides  comprehensive  case 
management  during  enrollment  and  is  targeted  to  families  with  at  least  one  member  deemed 
employable.  Both  of  these  features  contribute  to  the  high  success  rate  for  the  CY  2001 
performance  in  this  program. 

The  definition  of  economic  self-sufficiency  -  an  integral  component  of  the  Matching  Grant 
Program  -  is  earnings/income  for  the  total  family  at  a  level  that  enables  a  family  unit  to  support 
itself  without  receipt  of  cash  assistance. 

ORR  conducts  on-site  monitoring  of  selected  States  and  other  grantees  to  help  them  achieve 
improved  client  employment  and  self-sufficiency  outcomes.  ORR  targets  States  that  have  large 
refugee  populations  and  that  receive  significant  ACF  refugee  program  funding  for  monitoring.  In 
monitoring,  ORR  assists  States  and  grantees  to  identify  strategies  to  improve  outcomes  on  ORR 
performance  measures  and  provides  technical  assistance  on  implementing  program 
improvements. 

Foreign  policy  decisions  and  crises  affect  the  Refugee  Program  ORR's  ability  to  quickly  resettle 
new  arrivals  depends  not  only  on  local  job  markets  but  also  on  the  rate  and  number  of  refugee 
arrivals  and  refugees'  special  needs,  educational  levels,  and  English  proficiency. 

Program  Partnerships 

ACF  refugee  resettlement  policies  and  activities  are  coordinated  with  the  Department  of  State, 
State  and  community  agencies,  the  Immigration  and  Naturalization  Service,  the  Social  Security 
Administration,  the  Department  of  Agriculture's  Food  and  Consumer  Service,  as  well  as  with 
TANF,  Medicaid  and  other  programs  within  HHS. 
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PROGRAM  PERFORMANCE  ANALYSIS 

In  FY"  2001,  26  States  did  not  meet  their-projected  caseload  target.  The  caseload  consists  of  the 
number  of  refugees  with  whom  a  service  provider  had  regular  and  direct  involvement  during  the 
fiscal  year  in  planned  employment-related  activities  for  the  purpose  of  assisting  the  refugee  to 
find  or  retain  employment 

Some  clients  who  request  employment  assistance  receive  services  and  in  the  midst  of  service 
provision  find  a  job  "on  their  own"  but  are  unavailable  or  unwilling  to  share  the  employment 
information.  Discrepant  data  are  being  reported  for  some  cases  because  some  States  are 
struggling  with  identifying  numbers  of  clients  being  served.  For  those  employable  clients 
receiving  cash  assistance,  sometimes  the  assistance  is  reduced  as  a  result  of  employment  instead 
of  terminated.  In  some  States,  more  of  the  refugees  served  with  ORR  funding  are  hard  to  place 
and  often  need  extensive  longer-term  assistance  to  find  a  job.  ORR  staff  will  continue  to 
negotiate  the  goal  setting  process  with  partners  to  arrive  at  mutually  acceptable  goals  and  provide 
technical  assistance  where  needed  and  program  monitoring.  Correcting  discrepancies  in  data  will 
be  a  priority. 

Each  year  States  are  asked  to  set  goals  that  represent  continuous  improvement  over  the  previous 
year's  performance.  States  that  reach  a  high  employment  and  self-sufficiency  rate  of  90  percent 
among  employable  refugees  may  establish  goals  to  maintain  that  level  of  outcome  instead  of 
aiming  for  continued  improvement  While  States  are  encouraged  to  strive  for  continuous 
improvement,  goal-setting  is  the  result  of  a  negotiation  process. 

National  numbers  do  not  tell  the  whole  story.  Many  States  significantly  increased  their 
performance,  as  indicated  by  the  following  analysis: 

Entered  employment:  (Entered  employment  [job  placements]  is  defined  as  the  entry  of  an 
active  participant  in  employment  services  into  unsubsidized  employment  for  at  least  one  day 
during  any  quarter  of  the  Federal  fiscal  year.)  The  number  of  job  placements  decreased  by  6 
percent  in  FY  2001.  Nineteen  States  and  four  California  counties  exceeded  their  actual 
placements  from  last  year.  Eight  States  placed  more  than  90  percent  of  their  caseload.  Twenty- 
six  States  increased  their  FY  2002  target  by  five  percent  or  more  than  their  FY  2001 
performance.  Ten  States  met  or  exceeded  the  FY  2001  target  they  established. 

Cash  Assistance  Terminations:  (A  cash  assistance  termination  [grant  termination]  is  defined  as 
the  closing  of  a  cash  assistance  case  due  to  earned  income  in  an  amount  that  is  predicted  to 
exceed  the  State's  payment  standard  for  the  case  based  on  family  size,  thereby  rendering  the  case 
ineligible  for  cash  assistance.)  Twenty-two  States  and  two  California  counties  increased  the 
number  of  cash  assistance  tenninations  over  the  previous  year.  Eight  States  met  or  exceeded  the 
FY  2001  target  they  established  Twenty-four  States  increased  their  FY  2002  target  by  five 
percent  or  more  of  their  FY  2001  performance. 
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Retentions:  (This  is  a  measure  of  continued  participation  in  the  labor  market,  not  retention  of  a 
specific  job.  Employed  means  working  for  wages  on  the  ninetieth  day  from  placement  at  any 
unsubsidized  job.  Where  there  have  been  multiple  placements  for  die  same  individual  within  the 
same  Federal  fiscal  year,  the  date  of  the  first  employment  entry  is  the  start  date  for  calculating 
the  90-day  follow-up.  An  individual  who  is  on  strike  on  the  ninetieth  day  is  considered 
employed.  An  individual  who  has  been  laid  off  and  does  not  anticipate  returning  to  the  same 
employment  within  30  days  is  considered  unemployed,  unless  the  individual  has  obtained  other 
employment)  Sixty-eight  pa-cent  of  refugees  who  found  employment  retained  their  employment 
for  ninety  days.  Twenty-one  States  and  five  California  counties  improved  the  actual  job  retention 
rate  over  the  previous  year.  In  31  States,  more  than  75  percent  of  job  placements  were  retained 
for  90  days  or  more.  Ten  States  met  or  exceeded  the  FY  2001  target  they  established.  Sixteen 
States  proposed  increases  in  their  FY  2002  target  by  five  percent  over  their  FY  2001 
performance. 

Entered  Employment  with  Health  Benefits:  (Entered  employment  with  health  benefits 
available  reflects  the  availability  of  health  benefits  [either  at  placement,  or  at  any  time  within  6 
months  of  placement]  for  those  individuals  who  entered  Ml-time  employment.  This  is  not  a 
measure  of  how  many  individuals  elect  to  enroll  in  health  benefits,  but  rather  how  many  jobs 
offer  this  option.  Benefits  should  be  considered  available  if  self-only  coverage  is  available  to  the 
employee,  even  if  coverage  is  not  extended  to  the  employee's  family  members.  Benefits  are 
considered  available  without  regard  to  whether  the  employee  must  contribute  to  the  premium  or 
whether  the  employee  must  wait  for  coverage.)  Sixty-nine  percent  of  mU-time  placements 
offered  health  insurance  compared  with  62  the  year  before.  Twenty-one  States  and  one 
California  county  increased  their  rates  of  health  benefit  availability  over  FY  2000.  Ten  States 
met  or  exceeded  the  FY  2001  target  they  established.  Nineteen  States  increased  their  FY  2002 
target  by  five  percent  or  more  of  their  FY  200 1  performance. 

FY  2001  showed  significant  improvement  in  the  quality  of  jobs  found  for  refugees.  Thirty-eight 
States  and  eight  California  counties  reported  higher  wages  at  placement  than  in  FY  2000.  Forty 
States  reported  average  wage  at  placement  of  $7.00  or  above,  compared  with  36  in  the  previous 
year.  Average  wage  at  placement  in  the  State-administered  program  was  $7.92,  a  four  percent 
increase  from  FY  2000  (S7.58). 

FY  2002  performance  will  be  affected  by  a  number  of  significant  events.  The  terrorist  attacks  of 
September  11, 2001  had  a  serious  immediate  impact  on  the  Refugee  Resettlement  Program 
(RRP).  After  September  2001,  the  Federal  Government  suspended  refugee  arrivals  to  the  United 
States  until  new  security  procedures  were  implemented  for  overseas  screening.  The  President 
established  the  FY  2002  refugee  admissions  ceiling  of  70,000  on  November  21, 2001.  However, 
refugee  arrivals  to  the  United  States  did  not  resume  again  with  any  regularity  until  April  2002. 
As  a  result  of  the  suspension  of  refugee  arrivals  and  the  slow  re-start  of  overseas  refugee 
processing,  ORR  anticipates  severely  dinnnished  refugee  caseloads  in  all  States  and  the 
Matching  Grant  during  FY  2002.  For  example,  as  of  March  31, 2002,  only  7,283  refugees  had 
arrived  in  the  United  States  during  FY  2002.  In  prior  fiscal  years,  more  than  40,000  refugees  had 
arrived  by  the  end  of  the  second  quarter,  with  larger  numbers  arriving  in  the  third  and  fourth 
quarters.  Since  ORR  targets  derived  from  the  estimated  caseload  were  formulated  based  on 
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assumptions  of  a  continuous  flow  of  uninterrupted  refugee  arrivals,  ORR  anticipates  that  the  FY 
2002  targets  will  not  be  met. 

Many  refugees  have  lost  their  jobs  as  a  result  of  the  economic  downturn  in  the  hospitality 
industry  immediately  following  the  terrorist  attacks  of  September  1 1 .  These  newly  unemployed 
refugees  require  re-employment,  re-training  and  vocationally  specific  English  language  training 
in  order  to  compete  in  the  post-September  1 1  economy.  ORR  regulations  make  services  available 
to  refugees  for  their  first  five  years  in  the  United  States.  Many  of  the  newly  unemployed  refugees 
have  been  in  the  United  States  for  more  than  five  years.  In  order  to  make  employment  services 
available  to  newly  unemployed  refugees  who  have  been  in  the  United  States  more  than  five 
years,  the  Director  of  ORR  used  his  waiver  authority  to  extend  services  to  refugees  who  have 
been  in  the  United  States  more  than  five  years.  Thus,  ORR  caseload  for  FY  2002  may  be 
composed  largely  of  previously  served  refugees,  rather  than  new  arrivals. 

There  are  also  a  number  of  refugees,  formerly  victims  of  civil  war  and  ethnic  persecution,  who 
were  re-traumatized  by  the  terrorist  acts  of  September  1 1  and  are  in  need  of  mental  health 
services  prior  to  seeking  re-employment.  For  example,  a  large  number  of  refugees  were 
employed  in  the  North  Tower  of  the  World  Trade  Center  in  Executive  Dining  Rooms  and  other 
restaurants.  Many  of  the  survivors  are  too  traumatized  to  work  and  are  receiving  intensive 
counseling.  Others  are  refusing  to  accept  work  in  high  rise  buildings  in  Manhattan  and  are 
seeking  jobs  in  small  businesses  that  cannot  support  additional  hires  unless  the  economy 
improves. 

Performance  Report 

Since  FY  1995  ORR  has  been  working  in  partnership  with  States  to  implement  the  requirements 
of  GPRA  into  ORR's  State-administered  program.  The  joint  effort  to  set  annual  performance 
targets  has  encouraged  the  State-administered  program  to  shift  to  more  of  an  outcome-oriented 
focus.  ORR  convened  a  workgroup  comprising  State  Refugee  Coordinators  and  ORR  staff  in 
November  1994  to  establish  performance  measures  and  annual  outcome  goals.  The  workgroup 
agreed  the  selection  of  performance  measures  would  be  based  on  the  following  criteria:  measures 
must  be  results-oriented,  quantifiable,  based  on  reliable  data;  stated  in  terms  of  positive  change 
in  social  or  economic  conditions  for  the  refugees  using  the  services;  and  measure  program 
effectiveness. 

The  workgroup  also  recommended  that  States  be  required  to  establish  annual  outcome  targets 
aimed  at  continuous  improvement  of  performance  for  each  of  the  selected  program  measures.  All 
performance  measures  focus  on  increasing  refugee  early  employment  and  self-sufficiency.  The 
workgroup  recommended  the  following  six  program  measures  as  most  representative  and 
manageable  for  reporting  purposes.  Four  of  the  six  measures  have  been  incorporated  in  the  ACF 
GPRA  plan. 

Since  FY  1996,  States  (and  Cahfornia  counties)  have  submitted  an  end-of-year  report  to  ORR 
comparing  projected  annual  targets  with  actual  targets  achieved  for  each  of  the  six  measures. 
States  may  include  a  narrative  to  explain  increases  or  decreases  in  performance  due  to  local 
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conditions  that  may  have  affected  performance  during  the  year.  This  includes  labor  market 
conditions  or  other  factors,  such  as  unanticipated  reduction  in  refugee  arrivals. 

ORR  tracks  State  and  county  performance  throughout  the  year.  Shortfalls  in  measures  1.4a-d 
have  occurred  because  the  targets  were  projected  using  five  percent  incremental  increases  from 
the  FY  1997  baseline  year  father  than  from  the  actual  performance  from  the  previous  year. 
Additionally,  these  targets  did  not  reflect  the  annual  fluctuations  in  caseloads.  Many  States  were 
unable  to  meet  their  projected  targets  because  they  failed  to  meet  their  projected  caseload. 

The  FY  2001  performance  was  as  follows: 

Entered  Employments:  The  FY  2001  goal  for  measure  1.4a  was  56,885.  The  actual  totaled 
45,893,  a  six  percent  decline  from  the  number  recorded  in  FY  2000  (48,820). 

Entered  Employment  with  Health  Benefits:  The  FY  2001  goal  for  measure  1 .4b  was  30,613. 
The  actual  totaled  27,270,  a  one  percent  increase  from  FY  2000  (27,080). 

Terminations  due  to  Earnings:  The  FY  2001  goal  for  measure  1.4c  was  18,169.  The  actual 
totaled  14,223,  an  eight  percent  decline  from  FY  2000  (15,539).  This  measure  will  be  dropped 
for  FY  2003. 

Employment  Retention:  The  FY  2001  goal  for  measure  1.4d  was  41,824.  The  actual  totaled 
31,137,  a  seven  percent  decline  from  FY  2000  (33,626). 

CY  2001  Performance  in  the  Matching  Grant  Voluntary  Agency  Program:  The  Matching 
Grant  Program  emphasizes  family  self-sufficiency  (independence  from  cash  assistance)  and  is 
characterized  by  a  strong  emphasis  on  early  employment  and  intensive  services  during  the  first 
four  months  after  arrival.  The  performance  measures  are  focused  on  the  two  most  critical 
program  goals:  entered  employments  and  the  proportion  of  cases  that  are  self-sufficient  at  four 
months  after  arrival  in  the  United  States. 

Entered  Employments:  The  CY  2001  goal  for  measure  1.4e  was  9,504.  The  actual  totaled 
13,882,  a  30  percent  increase  from  the  number  recorded  in  CY  2000  (10,931). 

Self-sufficiency  at  120  days:  The  CY  2001  goal  for  measure  1.4f  was  6,176.  The  actual  totaled 
10,442  cases,  a  69  percent  increase  (4,266)  over  the  projected  target. 

ORR  has  implemented  a  number  of  strategies  aimed  at  challenging  States  to  improve 
performance  for  targets  that  were  not  achieved.  ORR  publishes  State  and  Matching  Grant 
performance  results  in  the  Annual  Report  to  Congress;  certificates  of  commendation  are 
presented  to  States  with  increased  performance  at  the  annual  ORR  national  conference;  and  ORR 
staff  negotiate  the  targets  and  provide  technical  assistance  and  monitoring  to  the  States  and 
Matching  Grant  Program  grantees  to  achieve  mutually  acceptable  goals. 

ORR  continues  to  focus  on  performance  and  encourages  grantees  to  set  aggressive  goals.  ORR 
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negotiates  annual  goals  with  each  of  its  grantees  and  stresses  continuous  improvement.  The 
extent  to  which  ORR  can  predict  future  performance  is  limited,  because  of  the  emergency 
humanitarian  nature  of  the  refugee  resettlement  program.  Response  to  international  mass 
migrations  of  persecuted  persons,  such  as  the  asylees  and  the  "Lost  Boys"  from  Sudan,  places 
additional  demands  on  ORR's  domestic  resettlement  partners  by  dramatically  increasing  the 
numbers  of  refugees  receiving  ORR  services.  However,  ORR's  service  network  continues  to 
place  large  numbers  of  newly  arrived  refugees  in  jobs  each  year. 

Data  Issues 

Data  are  submitted  quarterly  by  all  States  participating  in  the  State-administered  program  via  the 
quarterly  performance  report  (Form  ORR- 6).  Data  for  the  Matching  Grant  are  submitted  to  ACF 
three  times  per  year  on  the  Matching  Grant  Progress  Report  form.  Baseline  data  for  all  measures 
in  the  State-administered  program  were  derived  from  FY  1997  annual  unduplicated  outcome  data 
as  reported  on  the  annual  Outcome  Goal  Plans  through  FY  2002.  As  of  FY  2003,  targets  will  be 
calculated  based  on  the  previous  year's  actual  performance.  Baseline  data  for  the  Matching  Grant 
program  are  derived  from  the  Calendar  Year  1997  Report.  Matching  Grant  unduplicated  annual 
performance  data  are  submitted  to  ACF  in  February  of  each  year. 

Desk  monitoring  and  tracking  of  quarterly  performance  report  data  occur  quarterly  in  the  State- 
ad'ministered  program  and  three  times  per  year  in  the  Matching  Grant  program.  Data  are 
validated  by  periodic  on-site  monitoring  in  which  refugee  cases  are  randomly  selected  and 
reviewed.  During  on-site  monitoring,  outcomes  reported  by  service  providers  are  verified  with 
both  employers  and  refugees  to  ensure  accurate  reporting  of  job  placements,  wages  and 
retentions.  In  addition,  States  conduct  regular  monitoring  of  ORR-funded  contracts  and  grants. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

ORR  has  established  the  long-term  performance  objective  of  achieving  an  85  percent  entered 
employment  rate  for  the  program  by  FY  2012.  An  entered  employment  rate  (EER)  is  the  ratio  of 
refugees  entering  employment  relative  to  the  number  of  refugees  receiving  employment  services, 
expressed  as  a  percentage.  ORR  will  measure  annual  performance  against  the  following 
performance  objectives:  States  with  a  FY  2002  EER  of  less  than  50  percent  will  be  expected  to 
achieve  a  five  percent  annual  increase  in  this  performance  rate.  States  with  a  FY  2002  EER  of 
greater  than  50  percent  will  be  expected  to  achieve  a  three  percent  annual  increase  in  this  rate. 
States  that  reach  a  nigh  employment  and  self-sufficiency  rate  of  90  percent  among  employable 
refugees  may  establish  goals  to  maintain  that  level  of  outcome  instead  of  aiming  for  continued 
improvement.  Average  national  EERs  will  be.calculated  (a)  for  all  States,  (b)  for  all  except  the 
two  States  with  the  largest  caseloads,  and  (c)  for  each  of  the  two  cohorts  listed  above.  ORR 
expects  to  establish  national  performance  objectives  for  each  of  these  categories. 

In  the  refugee  State-administered  program,  FY  2003  and  FY  2004  targets  are  calculated  using  a 
new  baseline  year  of  FY  2002.  Starting  in  FY  2003,  ORR  performance  goals  and  targets  will  be 
calculated  as  a  percentage  of  caseload,  as  opposed  to  a  raw  number.  Because  States  base  their 
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employment  targets  on  projected  caseloads,  an  over-estimation  may  result  in  setting  more 
aggressive  targets  for  all  measures  in  years  of  fewer  arrivals,  resulting  in  shortfalls.  Therefore, 
entered  employment  targets  will  be  calculated  by  dividing  the  unduplicated  number  of  persons 
who  entered  employment  by  the  number  of  persons  in  the  actual  unduplicated  caseload  to  arrive 
at  the  percent  of  persons  who  entered  employment  This  calculation  is  the  basis  for  setting  future 
targets.  ORR  will  not  be  able  to  provide  the  targets  for  these  measures  until  the  data  are  reported 
for  each  preceding  year. 

The  Matching  Grant  program  baselines  use  the  calendar  year  to  reflect  the  matching  grant 
program  period.  FY  2003-2004,  targets  are  projected  using  a  four  percent  increase  in  the 
Matching  Grant  program  on  performance  measure  1 .4f.  and  a  five  percent  increase  for  1 .4e  and  3 
percent  increase  for  the  State-administered  program  (measures  1.4a-c)  from  the  previous  year. 

1.4a.  FY  2003:  Increase  the  percent  of  refugees  entering  employment  through  ACF- 
funded  refugee  employment  services  by  at  least  three  percent  annually  from  the 
prior  year. 

FY  2004;  Increase  the  percent  of  refugees  entering  employment  through  ACF- 
funded  refugee  employment  services  by  at  least  three  percent  annually  from  the 
prior  year. 

In  FY  2004,  the  entered  employment  goal  will  be  calculated  by  determining  the  FY  2003  actual 
unduplicated  number  of  persons  who  entered  employment  divided  by  the  number  of  persons  in 
the  actual  unduplicated  FY  2003  caseload,  to  arrive  at  the  percent  of  persons  who  entered 
employment.  The  target  will  reflect  an  annual  increase  of  at  least  three  percent  from  prior  year's 
actual  performance. 

1.4b.    FY  2003:  Increase  the  percent  of  entered  employments  with  health  benefits 

available  as  a  subset  of full-time  job  placements  by  three  percent  annually  from 
the  prior  year. 

FY  2004;  Increase  the  percent  of  entered  employments  with  health  benefits 
available  as  a  subset  of full-time  job  placements  by  three  percent  annually  from 
the  prior  year. 

In  FY  2004,  the  entered  employment  with  health  benefits  goal  will  be  calculated  by  determining 
the  percent  of  entered  employment  with  health  benefits  available  as  a  subset  of  full-time  job 
placements.  This  percent  will  be  increased  by  at  least  three  percent  annually  from  prior  year's 
actual  performance. 

1.4c    FY  2003:  Increase  the  percent  of  refugee  cash  assistance  cases  closed  due  to 
employment  by  at  least  three  percent  annually  as  a  subset  of  all  entered 
employment  from  the  prior  year's  actual  performance.  (Dropped) 
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Measure  1.4c  is  being  dropped  since  cash  assistance  terminations  is  not  a  significant  measure  for 
those  refugees  who  re-enter  the  cash  assistance  rolls  after  initial  employment  and  cash  assistance 
termination.  Also,  early  employment  and  cash  assistance  terminations,  even  if  permanent,  are 
uncertain  measures  of  economic  independence  for  families  whose  wage  income  is  still  too  low  to 
raise  the  family  out  of  poverty. 

1.4d.    FY  2003;  Increase  the  percent  of  90-day  job  retentions  as  a  subset  of  all  entered 
employments  by  at  least  three  percent  annually  from  the  prior  yean 

FY  2004:  Increase  the  percent  of  90-day  job  retentions  as  a  subset  of  all  entered 
employments  by  at  least  three  percent  annually  from  the  prior  year. 

Data  Sources:  ORR-6. 

In  FY  2004,  the  employment  retention  goal  will  be  calculated  by  deterrnining  the  percent  of  90- 
day  retention  as  a  subset  of  all  entered  employment.  This  percent  will  be  increased  by  at  least 
three  percent  annually  from  prior  year's  actual  performance. 

ACF  requires  nonprofit  agencies  participating  in  the  Matching  Grant  Voluntary  Agency  Program 
to  set  outcome  goals  each  year  on  five  outcome  measures  negotiated  with  the  Matching  Grant 
agencies.  Only  the  first  two  outcome  measures  are  included  in  this  annual  performance  plan  and 
report. 

•  Entered  employments  (job  placements) 

•  Self-sufficiency  at  120  days  (cases  and  persons) 

•  Self-sufficiency  at  180  days  (cases  and  persons) 

•  Average  hourly  wage  at  placement 

•  Entered  employments  with  health  benefits  available 

The  following  two  sets  of  measures  track  progress  for  this  program: 

1.4e.  FY  2003;  Increase  the  number  of  refugees  who  enter  employment  through  the 
Matching  Grant  (MG)  program  as  a  subset  of  all  MG  employable  adults  by  at 
least  five  percent  annually  from  the  prior  calendar  year's  actual  performance. 

FY  2004;  Increase  the  number  of  refugees  who  enter  employment  through  the 
Matching  Grant  program  as  a  subset  of  all  MG  employable  adults  by  at  least 
five  percent  annually  from  the  prior  calendar  year's  actual  performance. 

1.4f.    FY  2003;  Increase  the  number  of MG  refugee  families  (cases)  that  are  self- 
sufficient  (not  dependent  on  any  cash  assistance)  within  the  first  four  months 
after  arrival  by  at  least  four  percent  annually  from  the  prior  calendar  year's 
performance. 
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FY  2004:  Increase  the  number  of MG  refugee  families  (cases)  that  are  self- 
sufficient  (not  dependent  on  any  cash  assistance)  within  the  first  four  months 
after  arrival  by  at  least  four  percent  annually  from  the  prior  calendar  year's 
performance. 

Data  Source:  Matching  Grant  Progress  Report 
1.5  SOCIAL  SERVICES  BLOCK  GRANT 
Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Social  Services  Block  Grant  (SSBG)  is  to  provide  States  with  a  flexible  pool 
of  resources  to  meet  the  changing  needs  of  children  and  families.  The  program  was  established 
under  title  XX  of  the  Social  Security  Act,  as  amended  by  Pub.  L.  97-35.  Funds  are  allocated  to 
the  States  on  the  basis  of  population  and  support  outcomes  across  the  human  service  spectrum. 
SSBG  outcomes  align  with  several  of  ACF's  strategic  goals,  including  employment,  child  care, 
child  welfare,  adoptions  and  youth  services.  The  SSBG  resources  give  States  the  ability  to  target 
services  in  areas  of  greatest  need,  depending  on  State  and  local  priorities.  This  reflects  SSBG's 
guiding  principles  that  States,  local  government,  and  communities  are  best  able  to  determine  the 
needs  of  individuals  to  help  them  achieve  self-sufficiency,  and  social  and  economic  needs  are 
interrelated  and  must  be  met  simultaneously. 


Summary  Table 


Performance  Measures 

Targets 

Actual  Performance 

Reference  (page 
#  in  printed 
document) 

PERFORMANCE  GOAL:  Increase  economic  independence  and  productivity  for  families 

1.5a.  Increase  by  one  percent 
the  number  of  child  recipients 
of  day  care  services  funded 
wholly  or  in  part  by  SSBG 
funds  over  the  previous  year's 
performance. 

Note:  This  measure  has  been 
incorporated  as  part  of  the  child 
care  measure  4. Id. 

FY  03:  Dropped 
FY  02:  Increase  1% 
FY  01: 2,399,827 
FY  00:  NA 
FY  99:  NA 

FY  02:  12/03 
FY  01:  3,150,776 
FY  00:  2,834,703 
FY  99: 2,620,938 
FY  98:  2,399,827 
FY  97:  2,207,622 
FY  96: 1,863,160 
FY  95:  1,697,606 

Px43 

PERFORMANCE  GOAL:  Increase  the  health  and  prosperity  of  communities 
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1.5b.  Increase  by  one  percent 
the  number  of  adult  recipients 
of  home-based  services  funded 
wholly  or  in  part  by  SSBG 
funds  over  the  previous  year's 
performance. 

FY  03:  Dropped 
FY  02:  339,253 
FY  01:  339,253 
FY  00:  NA 
FY  99:  NA 

FY  02:  12/03 
FY  01:  260,937 
FY  00:  467,478 
FY  99:  506,707 
FY  98:  339,253 
FY  97:  259,464 
FY  96:  258,828 
FY  95:  279,497 

Px  43 

1.5c.  Increase  by  one  percent 
the  number  of  adult  recipients 
of  special  services  for  the 
disabled  funded  wholly  or  in 
part  by  SSBG  funds  over  the 
previous  year's  performance. 

FY  03:  Dropped 
FY  02:  328,729 
FY  01:  313,075 
FY  00:  NA 
FY  99:  NA 

FY  02:  12/03 
FY  01:  912,661 
FY  00:  974,587 
FY  99:  708,129 
FY  98:  298,167 
FY  97: 470,723 
FY  96:  317,101 
FY  95:  243,931 

Px43 

PROGRAM  GOAL:  Improve  the  healthy  development,  safety,  and  well-being  of  children  and  youth 

1.5d.  Achieve  at  the  FY  2003 
baseline  the  number  of 
recipients  of  child  protective 
services  funded  wholly  or  in 
part  by  SSBG  funds. 

FY  04:  Baseline 
FY  03:  Baseline 
FY  02:  1,302,895 
FY  01:  1,302,895 
FY  00:  NA 
FY  99:  NA 

FY  04 
FY  03 
FY  02 
FY01 
FY  00 
FY  99 
FY  98 
FY  97 
FY  96 
FY  95 

Baseline 

12/03 

1,411,427 

1,081,446 

1,312,736 

1,302,895 

1,037,860 

1,147,397 

1,100%,303 

Px44 

1.5e.  Increase  by  one  percent 
the  number  of  recipients  of 
information  and  referral 
services  funded  wholly  or  in 
part  by  SSBG  funds  over  the 
pervious  year's  performance. 

FY  03:  Dropped 
FY  02:  1,348,171 
FY  01:  1,321,736 
FY  00:  NA 
FY  99:  NA 

FY  02 
FY01 
FY  00 
FY  99 
FY  98 
FY  97 
FY  96 
FY  95 

12/03 
■  1,439,530 

1,580,742 
:  1,655,337 
•  1,295,820 
:  815,251 
:  816,734 
:  1,068,087 

Px44 

Total  Funding  (dollars  in 
millions) 

See  detailed  Budget  Linkage 
Table  in  Part  I  for  line  items 
included  in  funding  totals. 

FY  04 
FY  03 
FY  02 
FY  01 
FY  00 
FY  99 

$1700.0 
$1700.0 
$1700.0 
$1725.0 
$1775.0 
$1909.0 

Bx:  budget  just,  section 
Px:  page  #  performance  plan 
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PROGRAM  DESCRIPTION  AND  CONTEXT 

States  services  funded  by  SSBG  must  be  directed  at  one  or  more  of  five  broad  social  policy 
goals: 

•  Achieving  or  maintaining  economic  self-support  to  prevent,  reduce,  or  eliminate  dependency, 

•  Achieving  or  mamtaining  self-sufficiency,  including  reduction  or  prevention  of  dependency; 

•  Preventing  or  remedying  neglect,  abuse,  or  exploitation  of  children  and  adults  unable  to 
protect  their  own  interests  or  preserving,  rehabilitating,  or  reuniting  families; 

•  Preventing  or  reducing  inappropriate  institutional  care  by  providing  for  community-based 
care,  home-based  care,  or  other  forms  of  less  intensive  care;  and 

•  Securing  referral  or  admission  for  institutional  care  when  other  forms  of  care  are  not 
appropriate  or  providing  services  to  individuals  in  institutions. 

Because  of  the  flexibility  provided  States  in  using  SSBG  funds,  expenditures  vary  across  the 
States  and  even  from  year  to  year  within  each  State.  However,  for  many  States  service  delivery 
across  the  human  service  spectrum  would  not  be  possible  without  SSBG  funding.  Particularly  in 
the  area  of  adult  protective  services,  States  have  few  options  in  gaining  Federal  support,  and 
nearly  half  of  the  States  using  SSBG  funds  for  this  purpose  receive  approximately  75  percent  of 
the  funding  from  SSBG. 

Moreover,  these  examples  highlight  not  only  the  enhanced  capacity  given  the  States  under 
SSBG,  but  also  the  crosscutting  nature  of  ACF  programs. 

Program  Partnerships 

SSBG  achieves  its  performance  goals  through  partnerships  at  the  national,  State  and  local  level. 
As  stated,  this  ensures  a  more  effective  targeting  of  support  to  meet  State-  and  community-level 
needs.  However,  such  partnerships  also  raise  considerable  challenges  for  results-based 
management.  The  flexibility  provided  under  SSBG  removes  many  of  the  control  and  reporting 
mechanisms  available  under  the  non-block  grant  type  of  programs. 

PROGRAM  PERFORMANCE  ANALYSIS 

Expenditures  of  SSBG  funds  have  declined  consistently  from  FY  1997  to  FY  2001,  due  to 
decreases  in  annual  SSBG  appropriations.  In  FY  2001,  expenditures  of  SSBG  funds  were  $1,725 
billion,  which  is  31  percent  less  than  in  FY  1997.  In  FY  1997,  only  two  States  reported 
expenditures  of  funds  transferred  from  the  TANF  block  grant;  in  FY  2001, 42  States  reported 
such  expenditures. 

Performance  Report 

According  to  FY  2001  reports,  States  used  $2,663  billion  for  services  that  were  funded  by  SSBG 
(of  which  36  percent  were  funds  transferred  from  TANF),  with  nearly  13  million  individuals 
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served  at  least  partially  by  SSBG  resources.  Of  these  individuals  served,  7.4  million  (58  percent) 
were  children,  and  5.4  million  (42  percent)  were  adults.  States  spent  the  two  largest  portions  of 
SSBG  funds  on  child  welfare  for  child  protective  services  ($314  million)  and  child  foster  care 
services  ($270  million). 

SSBG's  child  protective  services  measure  (1.5d)  focuses  on  State  activities  to  prevent  or  remedy 
abuse,  neglect,  or  exploitation,  and  negligent  treatment  or  maltreatment,  including  failure  to  be 
provided  with  adequate  food,  clothing,  shelter,  or  medical  care.  Component  services  or  activities 
may  include  immediate  investigation  and  intervention,  emergency  medical  services,  emergency 
shelter,  initiation  of  legal  action  (if  needed),  counseling  for  the  child  and  the  family  and  other 
services.  Approximately  $314  million  in  SSBG  funds  were  expended  by  43  States  in  FY  2001  to 
serve  1 .41  million  children  with  protective  services.  States  used  more  SSBG  resources  for  child 
protective  services  in  FY  2001  than  for  any  other  allowable  service  area. 

SSBG  funding  also  has  enabled  States  to  provide  enhanced  adult  protective  services.  Thirty-two 
States  reported  spending  $151  million  in  FY  2001  in  this  program  area,  achieving  a  higher 
service  level  than  otherwise  possible  since  there  are  few  Federal  resources  available  for  this 
purpose.  The  SSBG  report  in  FY  2001  included  data  from  50  States  and  the  District  of 
Columbia. 

The  following  table  has  been  included  to  illustrate  how  ACF  is  investing  FY  2002  resources  to 
improve  the  efficiency  and  effectiveness  of  the  Social  Services  Block  Grant  program. 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTIVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcome 

$10,000 

Develop  data 
collection  tools 

Improved  data  collection 

Accurate,  valid  data 
collections  system 

$30,000 

Revised  report  form 
and  new 
instructions 

Reduced  number  of 
discrepancies 

Improved  consistency  of 
data 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

FY  2001  data  are  considerably  more  complete  and  accurate  than  data  from  prior  years.  Recently, 
ACF  has  taken  steps,  such  as  revising  the  post-expenditure  form,  to  improve  the  clarity  of 
reporting  on  services  provided  with  these  funds.  The  revised  form  and  new  instructions  are 
intended  to  improve  the  consistency  of  reporting  among  States  and  reduce  discrepancies  in 
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reporting  methodology.  OMB  has  approved  the  revised  reporting  form,  which  will  be  used  by 
States  beginning  with  reporting  for  FY  2002. 

SSBG  data  contain  multi-year  information  and  some  of  the  dollars  spent  on  services  in  FY  2001 
may  have  been  transferred  from  previous  years  or  other  programs.  States  report  both  total 
expenditures  and  SSBG  expenditures.  Total  expenditures  include  all  other  Federal,  State  and 
local  funds  for  each  service  that  received  SSBG  funds.  The  complexity  of  many  States'  financial 
systems  makes  it  difficult  for  them  to  provide  accurate  data  on  other  sources  of  funds  being 
applied  to  each  of  these  services.  Although  all  States  submitted  post-expenditure  reports,  many 
States  were  unable  to  provide  information  on  total  expenditures  in  their  post-expenditure  reports, 
so  including  this  item  would  have  excluded  many  more  States  from  the  analyses. 

During  this  year,  the  Office  of  Community  Services  (OCS)  assisted  States  in  improving  data 
collection  and  reporting.  These  data  received  from  States  are  regularly  validated.  Problems 
arising  through  validation  are  discussed  with  States  and  technical  assistance  is  provided  where 
practical.  While  several  problems  exist,  considerable  improvement  has  been  made  to  assist  more 
States  to  report,  and  continuous  progress  is  being  made  to  increase  validation  rates  and  make  the 
data  more  usable.  OCS  will  continue  to  coordinate  with  other  agencies  and  organizations  to 
review  and  assess  shifts  in  funding  priorities  in  order  to  project  accomplishment  of  ACF 
performance  targets.  ACF  is  committed  to  increasing  the  attention  of  States  on  more  accurately 
reporting  the  results  of  their  SSBG  expenditures  funded  wholly  or  in  part  by  SSBG  funds. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Increase  economic  independence  and  productivity  for  families. 

1.5a.    FY  2003:  Achieve  at  the  FY 2003  baseline  level  the  number  of  child  recipients 
of  day  care  services  funded  wholly  or  in  part  by  SSBG  funds.  (Dropped) 

This  measure  has  been  incorporated  into  the  childcare  measure  4. Id. 

PROGRAM  GOAL:  Increase  the  health  and  prosperity  of  communities. 

1. 5b.    FY  2003 :  Increase  by  one  percent  the  number  of  adult  recipients  of  home-based 
services  funded  wholly  or  in  part  by  SSBG  funds  over  the  previous  yearns 
performance.  (Dropped) 

1.5c    FY 2003:  Increase  by  one  percent  the  number  of  adult  recipients  of  special 
services  for  the  disabled  funded  wholly  or  in  part  by  SSBG  funds  over  the 
previous  year's  performance.  (Dropped) 
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The  above  measures  tracked  the  number  of  adult  recipients  of  home-based  services  and  special 
services  for  the  disabled.  ACF  is  dropping  these  two  measures  to  focus  on  the  ACF  program  goal 
of  improving  the  well-being  of  children. 

PROGRAM  GOAL:  Improve  the  healthy  development,  safety,  and  well-being  of  children  and 
youth 

l.Sd.    FY  2003:  Establish  a  FY 2003  baseline  for  the  number  of  recipients  of  child 
protective  services  funded  wholly  or  in  part  by  SSBG  funds. 

FY  2004:  Achieve  at  the  FY 2003  baseline  the  number  of  recipients  of  child 
protective  services  funded  wholly  or  in  part  by  SSBG  funds. 

This  revised  measure  will  more  accurately  state  the  level  of  service  delivery  for  child  protective 
services  under  SSBG  using  the  new  FY  2003  baseline.  As  SSBG  resources  decline,  the  program 
strives  to  achieve  the  baseline  standard  performance. 

l.Se.    FY 2003:  Increase  by  one  percent  the  number  of  recipients  of  information  and 
referral  services  funded  wholly  or  in  part  by  SSBG  funds  over  the  previous 
year's  performance.  (Dropped) 

ACF  is  dropping  this  measure  to  focus  on  the  ACF  program  goal  of  improving  the  well-being  of 
children. 

2.       INCREASE  INDEPENDENT  LIVING 

Approach  for  the  Strategic  Objective:  Empower  individuals  with  developmental  disabilities  to 
move  into  their  own  homes,  increasing  their  personal  control  and  participation  in  their 
community. 

2.1      DEVELOPMENTAL  DISABILITIES  (HOUSING) 

The  DD  housing  goal  is  to  increase  the  opportunities  of  adults  with  developmental  disabilities  to 
choose  where  and  with  whom  they  live  and  to  have  the  services  they  need  to  support  these 
choices.  This  goal  encompasses  issues  such  as  having  the  opportunity  to  make  choices  about 
where  to  live  and  the  ability  to  own  their  own  homes,  as  well  as  basic  principles  of  affordabihty 
and  accessibility.  ACF's  DD  housing  measure  will  be  critical  to  the  President's  New  Freedom 
initiative  that  emphasizes  providing  support  to  families  of  children  with  disabilities  so  that  they 
may  care  for  and  nurture  their  children  at  home.  (See  information  on  DD  program  purpose, 
legislative  intent,  and  program  partnerships  under  Strategic  Objective  1,  above.) 
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Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in  printed 
document) 

PROGRAM  GOAL:  Increase  the  opportunities  of  adults  with  developmental  disabilities  to  choose 
where  and  with  whom  they  live  and  to  have  the  services  they  need  to  support  these  choices. 

Objective:  Increase  the  number  of  people  with  developmental  disabilities  owning  or  renting  their  own 
homes. 

2.1a.  Achieve  the  targeted 
number  of  people  with 
developmental  disabilities 
owning  or  renting  their  own 
homes  as  a  result  of  DD 
program  intervention. 

FY  04:  4,015 
FY  03:  4,015 
FY  02:  8,000 
FY  01:  7,500 
FY  00:  2,132 

FY  99:  2,079 

FY  04: 

FY  03: 

FY  02:  3/03 

FY  01: 4,013 

FY  00:  7,308  (Rev. 

Baseline) 

FY  99:  34,904 

FY  98:  19,649 

Px46 

HHS 
6.1/ 

6.3 

PROGRAM  DESCRIPTION  AND  CONTEXT 


As  described  under  Strategic  Goal  1,  the  State  Council,  the  UCEDD(s),  and  the  P&A  system  in 
each  State  contribute  to  pursuing  housing  for  persons  with  developmental  disabilities  in 
accordance  with  State  legislation.  State  Councils  usually  have  the  lead  in  promoting  the 
development  of  housing  options  and  their  interventions  include  educating  mortgage  lenders, 
training  potential  homeowners  and  funding  projects  to  demonstrate  innovative  practices  to 
achieve  positive  outcomes. 

PROGRAM  PERFORMANCE  ANALYSIS 

The  State  Councils  have  the  flexibility  to  focus  on  a  broad  array  of  DD  issues.  Trend  analysis  of 
achievement  should  increase  ACF's  ability  to  project  future  targets. 

Availability  of  accessible  housing  is  influenced  by  multiple  factors  in  the  environment  Primary 
factors  include  the  impact  of  the  economy  on  housing  costs  (owning  and  renting),  the  perceived 
cost  of  making  housing  accessible  to  people  with  disabilities,  the  impact  of  social  attitudes 
regarding  the  desirability  and  potential  for  people  with  developmental  disabilities  to  live  freely  in 
the  community,  and  the  negative  attitudes  of  businesses  and  banks  regarding  making  loans, 
selling  homes,  or  renting  to  persons  with  developmental  disabilities.  All  of  these  factors  increase 
the  difficulty  for  social  services  programs  to  provide  access  to  DD  housing. 
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Performance  Report 

(See  information  on  DD  program  "Budget  Table  Linking  Investments  to  Activities/Outputs/ 
Outcomes"  under  Strategic  Objective  1,  above.) 

State  Councils  in  32  States  and  Territories  reported  4,013  people  with  developmental  disabilities 
owning  or  renting  their  own  homes  (measure  2.1a),  as  a  consequence  of  State  Council 
intervention.  This  performance  fell  significantly  short  of  both  the  FY  2000  actual  and  the 
FY  2001  target,  which  was  based  on  the  FY  2000  actual.  This  shortfall  occurred  in  FY  2001  due 
to  the  need  for  States  to  target  resources  on  other  priority  DD  issues. 

Data  Issues 

Many  of  the  same  data  issues  discussed  in  the  context  of  DD  employment  measures  affect  the 
housing  measure  (2.1a).  State  Councils  generate  both  target  and  outcome  data  for  this  indicator 
and  submit  target  data  to  ACF  via  the  EDS  system  as  part  of  their  Statement  of  Goals  and 
Priorities  (SGP)  in  the  legislatively-mandated  Program  Performance  Report  (PPR),  which  is  also 
submitted  on  the  EDS  system.  Both  the  SGP  and  the  PPR  are  submitted  annually  on  January  1. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Increase  the  opportunities  of  adults  with  developmental  disabilities  to 
choose  where  and  with  whom  they  live  and  to  have  the  services  they  need  to  support  these 
choices. 

Objective:  Increase  the  number  of  people  with  developmental  disabilities  owning  or  renting 
their  own  homes. 

2.1a.    FY  2003:  Achieve  4,015 persons  with  developmental  disabilities  owning  or 
renting  their  own  homes  as  a  result  of  DD  program  intervention. 

FY  2004:  Achieve  4,015 persons  with  developmental  disabilities  owning  or 
renting  their  own  homes  as  a  result  of  DD  program  intervention. 

Data  Source:  DDC  annual  Program  Performance  Report  (PPR) 

As  described  earlier  under  Strategic  Objective  1 ,  targets  for  FY  2003  and  FY  2004  are  set  by  the 
State  Councils  and  reported  in  their  State  Plans.  The  targets  are  strategic  in  nature  and  are 
viewed  as  guides  rather  than  firm  performance  targets.  Housing  targets  have  been  maintained 
due  to  competing  program  priorities  in  areas  such  as  education,  child  care,  health,  employment, 
and  transportation  services  provided  by  the  State  Councils. 
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2.2      ASSETS  FOR  INDEPENDENCE  (INDIVIDUAL  DEVELOPMENT  ACCOUNTS) 
Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Assets  for  Independence  Demonstration  Program  is  to  promote  asset 
accumulation  among  lower-income  working  families  as  a  tool  to  help  than  achieve  self- 
sufficiency  and  enter  the  economic  mainstream.  The  program  provides  incentives  through 
matching  contributions  to  investments  of  limited  income  working  families  in  Individual 
Development  Accounts  (ID As),  which  can  be  used  for  purchase  of  a  first  home,  post-secondary 
education,  or  business  capitalization.  It  was  established  by  the  Assets  for  Independence  Act  (AFI 
Act),  under  title  IV  of  the  Community  Opportunities,  Accountability  and  Training  and 
Educational  Services  Human  Services  Reauthorization  Act  of  1998,  Pub.  L.  105-285. 

The  major  goals  of  the  program  are  to  design  demonstration  projects  that  will  determine  (1)  the 
social,  civic,  psychological,  and  economic  effects  of  providing  individuals  and  families  with 
limited  means  an  incentive  to  accumulate  assets  by  saving  a  portion  of  their  earned  income;  (2) 
the  extent  to  which  an  asset-based  policy  that  promotes  saving  for  post-secondary  education, 
homeownership  and  small  business  capitalization  may  be  used  to  enable  individuals  and  families 
with  limited  means  to  increase  their  economic  self-sufficiency;  and  (3)  the  extent  to  which  an 
asset-based  policy  stabilizes  and  improves  families  and  the  community  in  which  they  live. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in  printed 
document) 

2.2a.  The  number  of 
participants  that  have  opened 
IDA  accounts. 

FY  03:  Dropped 
FY  02:  5,389 

FY  02:  6/03 

FY  01: 4,037  (Baseline) 

Px52 

2.2b.  The  number  of 

FY  03:  Dropped 
FY  02:  5,945 

FY  02: 6/03 

FY  01: 4,453  (Baseline) 

Px52 

participants  receiving 
financial  literacy  education 
and  asset-related 
training/services. 

2.2c.  Increase  acquisition  of 
post-secondary  education, 
homeownership  and  small 
business  capitalization  by 
low-income  working 
families.  (Developmental) 

FY  04: 

FY  04: 

FY  03:  Baseline 

Px52 

HHS 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in  printed 
document) 

Total  Funding  (dollars  in 
millions) 

See  detailed  Budget 
Linkage  Table  Part  I  for 
line  items  included  in 
funding  totals. 

FY  04:  $24.9 
FY  03:  $25.0 
FY  02:  $24.9 
FY  01:  $24.9 
FY  00:  $10.0 
FY  99:  $10.0 

Bx:  budget  just.  Section 
Px:  page  reference 

PROGRAM  DESCRIPTION  AND  CONTEXT 


The  Assets  for  Independence  Demonstration  Program  is  a  matched  savings/investment  program 
for  lower-income  individuals  and  families.  Participants  enter  into  a  Savings  Plan  Agreement  with 
the  project  grantee  which  establishes  a  schedule  and  goal  of  savings  from  earned  income  to  be 
matched  at  an  agreed  rate  which  can  be  from  one  to  eight  dollars  for  each  dollar  saved.  Matching 
contributions  are  made  by  the  grantee  at  least  quarterly  from  equal  parts  of  Federal  grant  funds 
and  non-Federal  share  contributions  to  the  project.  Matched  savings  may  be  expended  for  either 
(1)  the  purchase  of  a  principal  residence  by  a  first-time  homebuyer,  (2)  the  capitalization  of  a 
business,  or  (3)  the  expenses  of  post-secondary  education. 

Competitive  grants  are  made  to  eligible  applicants,  which  include  private,  not-for-profit 
501(c)(3)  organizations;  State  and  local  governmental  agencies  or  Tribal  governments  applying 
jointly  with  eligible  not-for-profit  organizations;  credit  unions  that  have  been  designated  as  Low 
Income  Credit  Unions  by  the  National  Credit  Union  Adniinistration;  and/or  Community 
Development  Financial  Institutions  (CDFI),  so  designated  by  the  Treasury  Department  or  the 
CDFI  Fund. 

This  program  is  entering  its  fourth  year  of  a  five-year  authorization,  with  the  AFT  Act  scheduled 
to  sunset  at  the  end  of  FY  2003.  It  should  be  noted,  however,  mat  focus  on  the  program  will 
remain  for  several  years  following  the  sunset  period,  regardless  of  reauthorization.  Projects 
funded  at  the  end  of  FY  2003  will  run  through  FY  2008.  And  Section  414(b)(5)  of  the  Act  calls 
for  evaluation  of  "the  potential  financial  returns  to  the  Federal  Government  and  to  other  public 
sector  and  private  sector  investors  in  individual  development  accounts  over  a  five-year  and  ten- 
year  period  of  time." 

A  first  round  of  40  demonstration  grants  was  funded  in  August  and  September  1999  for  5-year 
demonstration  projects.  In  FY  2000,  OCS  received  another  $10  million  appropriation  with  which 
it  made  25  new  competitive  grants  to  new  applicants  and  17  supplementary  grants  to  FY  1999 
grantees.  These  supplementary  grants  were  made  to  grantees  that  demonstrated  their  ability  to 
raise  additional  non-Federal  share  dollars,  that  could  document  successful  operation  of  then- 
project  so  far,  and  that  identified  unmet  need  that  could  only  be  met  with  supplemental  funding. 
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In  FY  2001  OCS  received  an  appropriation  of  $25  million  with  which  it  made  78  competitive 
five-year  grants:  58  to  new  applicants  and  20  to  existing  grantees. 

Financial  literacy  education  and  asset-specific  training  related  to  the  savings  goal  are  required 
elements  of  all  AFIA- funded  demonstration  projects.  They  are  critical  to  most  participants' 
success  in  attaining  assets  and  having  them  contribute  to  wealth  accumulation  over  the  long 
term,  in  addition,  over  95  percent  of  AFIA  projects  provide  some  ancillary  services,  themselves 
or  through  referrals,  to  reinforce  the  ability  of  participants  to  achieve  their  savings  goals.  These 
can  include  employment  support,  childcare,  transportation,  credit  repair,  and  crisis  intervention 
services  such  as  revolving  loan  funds  that  can  help  participants  weather  unexpected  life  events. 
Additional  resources  offered  by  many  AFIA  projects  that  help  put  the  asset  within  reach  include 
other  financial  support  such  as  down  payment  assistance,  special  financing  arrangements,  and 
discounts  or  free  services  related  to  the  purchase. 

Each  of  these  grantees  will  produce  yearly  progress  reports  within  60  days  of  completion  of  the 
project  year.  The  Secretary  will  submit  interim  annual  progress  reports  to  Congress,  using  the 
information  provided  in  these  progress  reports. 

Program  Partnerships 

ACF  works  in  partnership  with  selected  States  and  local  grantees  toward  achieving  the  goals  of 
this  program.  ACF  has  found  that  a  key  to  successful  project  implementation  is  the  development 
of  effective,  mutually  supportive  relationships  between  grantees  and  their  partnering  financial 
institutions,  and  OCS  technical  assistance  efforts  focus  on  strengthening  these  relationships. 
Other  external  variables  that  will  continue  to  influence  the  achievement  of  program  goals  include 
the  health  of  the  local  economy  and  job  availability,  systemic  barriers  to  employment  such  as 
availability  of  transportation  and  affordable  day  care;  support  of  the  banking,  business,  and 
foundation  communities  in  providing  non-Federal  matching  contributions;  collaboration  with 
other  social  service  programs  such  as  Weatherization  Assistance  and  the  Residential  Energy 
Assistance  Challenge  Option  Program  (REACh),  that  can  help  to  ensure  the  soundness  and 
energy  efficiency  of  dwellings  purchased  by  IDA  account  holders;  and  the  availability  of  support 
structures  that  enhance  job  retention  and  advancement  of  IDA  program  participants. 

PROGRAM  PERFORMANCE  ANALYSIS 

Strong  evidence  for  the  positive  influence  of  asset  ownership,  particularly  that  of  a  home, 
business,  or  post-secondary  education,  is  summarized  in  Dalton  Conley's  book,  Being  Black, 
Living  in  the  Red  (University  of  California  Press:  1999).  Based  on  data  collected  by  the 
University  of  Michigan's  Panel  on  Income  Dynamics  (PIDS),  which  contains  data  on  over 
68,000  households,  Professor  Conley  demonstrated  that  asset  ownership  increases  quality  of  life, 
intergenerational  economic  and  educational  performance,  and  family  stability  and  reduces  the 
likelihood  of  suffering  adverse  events,  including  involvement  with  the  criminal  justice  system. 
Of  note  is  the  finding  that  asset  ownership  has  a  more  powerful  effect  on  life  chances  than  racial 
or  ethnic  identity  and  social  class. 
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ACF  will  assess  the  effectiveness  of  the  ID  As  based  on  evaluation  research  being  conducted. 
(Note:  Section  414(a)  of  the  AFIA  requires  the  Secretary  to  enter  into  a  contract  with  an 
independent  research  organization  for  the  purpose  of  a  project  evaluation.)  The  evaluation  is 
entering  its  second  year  of  site  visits  and  participant  interviews.  A  major  focus  of  the  evaluation 
involves  looking  at  the  economic,  civic,  psychological,  and  social  effects  of  asset  accumulation 
among  lower  income  populations  and  communities.  Within  the  framework  of  this  overall  impact 
assessment,  the  evaluation  also  explores  the  effects  of  project  design,  incentives,  and  institutional 
support  on  savings  behavior,  the  savings  rates  based  on  demographic  characteristics  of 
participants;  the  effects  of  ED  As  on  participant  achievement  of  asset  goals;  and  other  lessons  to 
be  learned  from  the  funded  demonstration  projects,  including  whether  a  permanent  IDA  program 
should  be  established. 

Achieving  substantive  impacts  with  IDAs  takes  considerable  effort  on  the  part  of  grantees.  The 
concept  itself  must  be  fully  explained,  and  high  levels  of  program  marketing,  participant 
recruitment  and  program  adaptation  are  required.  Agencies  administering  IDA  initiatives 
typically  must  revise  outreach  and  intake  strategies  several  times  in  order  to  find  the  right 
"marketing  message"  for  their  particular  target  population.  This  often  entails  conducting 
numerous  focus  groups  and  surveys  with  potential  clients  to  identify  the  best  way  to  explain  the 
IDA  account  structure,  program  requirements,  and  recruitment  expectations. 

Performance  Report 

As  of  September  2001,  grantees  for  FY  1999  and  2000  reported  opening  4,037  IDAs  and  making 
a  total  of  $ 1 ,639,035  in  savings  deposits  (2.2a).  The  4,037  figure  is  the  baseline  for  this 
performance  measure.  Given  the  fact  that  the  income  of  most  account  holders  was  below  150 
percent  of  poverty,  these  savings  figures  represent  a  substantial  achievement  by  the  grantees. 

Financial  and  asset-related  training  was  offered  to  6,546  participants  as  of  September  2001,  with 
4,453  participants  completing  their  entire  training  program  (2.2b).  These  two  measures  will  be 
dropped  effective  FY  2003  as  ACF  moves  toward  a  more  outcome-oriented  measure  (see 
measure  2.2c  below)  based  on  participants  actually  completing  their  IDAs  and  acquiring  their 
assets. 

In  their  applications  for  funding,  the  FY  1999  and  2000  grantees  cumulatively  projected  opening 
7,584  IDAs  during  their  five-year  project  periods.  Although  many  grantees  began  the  process  of 
opening  accounts  within  the  first  several  months  of  the  project,  early  research  indicates  that 
successful  IDA  programs  generally  undertake  a  thorough  planning  and  preparation  process  prior 
to  beginning  participant  recruitment  -  a  process  often  requiring  several  months  from  initial 
outreach  to  the  opening  of  accounts. 
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BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTIVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

$500,000 

Mandated  Evaluation 

Evaluation  Report 

Program  decision 

$950,000 

Technical  Assistance 
Prebid  conferences 
and  reports 

Increase  in  number  of 
applications  and  improved 
quality  of  projects 

More  efficient  operation 
of  projects,  increasing 
efficacy  of  projects  and 
higher  successes  among 
participants 

$600,000 

Project  monitoring 
and  stewardship 

Improved  operation  of 
projects 

More  efficient  operation 
of  projects,  increasing 
efficacy  of  projects  and 
higher  successes  among 
participants 

$400,000 

Common  Expenses 
and  associated  costs 
(GATES,  PSC,  office 
expenses) 

Data  and  contract 
operations 

Effective  decision- 
making 

$22,540,000 

Grant  making 

80  grants/year 

Service  to  clients 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  mis  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

The  Assets  for  Independence  Act  allocates  up  to  $500,000  per  year  of  the  appropriated  funds  to 
evaluate  the  overall  demonstration  program  in  addition  to  the  funds  grantees  are  required  to 
expend  on  data  collection.  The  agency  requires  the  grantee  to  provide  a  well  thought-out  plan  for 
collecting,  validating  and  reporting  the  necessary  data  in  a  timely  fashion.  The  grantee  is 
encouraged  to  identify  the  kinds  of  data  it  believes  would  facilitate  the  management  information, 
reporting,  and  evaluation  purposes.  The  grantee  agrees  to  cooperate  with  the  evaluation  of  the 
national  program.  Grantees  are  urged  to  carry  out  an  ongoing  assessment  of  the  data  and 
information  collected  as  an  effective  management/feedback  tool  in  implementing  their  project. 
OCS,  through  its  technical  assistance  contractor,  will  provide  all  AFIA  grantees  with  a  new 
Asset  Development  Information  System  that  will  greatly  facilitate  maintenance,  collection, 
validation,  and  transmission  of  project  data  essential  to  the  program  evaluation. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  To  increase  family  stability  and  self-sufficiency  through  the  accumulation 
of  assets  using  a  matched  savings/investment  program. 
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2.2a.    FY  2003 :  The  number  of participants  that  have  opened  IDA 
accounts.  (Dropped) 

In  FY  2003,  the  projects  will  have  progressed  sufficiently  to  provide  significant  numbers  of 
participant  achievements  in  completing  IDA  accounts.  ACF  is  beginning  to  have  measurable 
data  and  information  on  clients'  progress  toward  these  interim  goals  in  their  movement  out  of 
poverty,  i.e.,  how  many  clients  have  completed  their  IDA  accounts  and  how  many  have 
translated  that  into  the  acquisition  of  an  appreciable  asset.  Still,  these  are  interim  outcome 
measures  for  account  holders'  achievement  of  economic  self-sufficiency  and  entry  into  the 
economic  mainstream.  Consequently,  ACF  proposes  dropping  measure  2.2a  in  FY  2003. 

2. 2b.    FY  2003 :  Increase  to  1 6, 000  the  number  of  low-income  fam  Hies  receiving 
financial  literacy  and  asset-related  services.  (Dropped) 

Measure  2.2b  is  being  dropped  because  it  measures  the  number  of  people  receiving  services 
rather  than  acquisition  of  education  and/or  assets  as  a  result  of  their  investment  in  IDA  accounts. 

Developmental  Measure 

2.2c    FY  2004;  Increase  acquisition  of  post-secondary  education,  homeownership 
and  small  business  capitalization  by  low-income  working  families. 

Data  Source:  Annual  Progress  Reports 

With  the  completion  of  IDA  accounts,  the  clients  will  have  sustained  themselves  through  a 
rigorous  investment  plan  including  the  depositing  of  significant  amounts  of  savings  and  will  be 
primed  for  moving  to  the  next  step  in  the  process  of  economic  self-sufficiency.  Account  holders 
will  have  acquired  an  appreciable  asset  -  a  first  home,  a  new  business,  or  enrollment  in  post- 
secondary  education  (measure  2.2c).  These  assets  have  been  demonstrated  to  increase  quality  of 
life,  intergenerational  economic  and  educational  performance,  and  family  stability,  as  well  as  to 
reduce  the  likelihood  of  the  family  suffering  adverse  events. 

All  these  will  nave  long  term  effects  on  their  futures.  Account  holders  will  also  have  completed 
both  financial  literacy  education  and  asset-specific  training,  which  will  enable  mem  to  deal  more 
successfully  with  the  complexities  of  banking  and  financial  planning  and  the  challenges  of  home 
ownership,  business  management  and  career  planning. 

3.       INCREASE  PARENTAL  RESPONSIBILITY 

Approach  for  the  Strategic  Objective:  Establish  paternity  for  children  bom  out  of  wedlock  and 
ensure  that  parents  support  their  children. 
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3.1      CHILD  SUPPORT  ENFORCEMENT 
Program  Purpose  and  Legislative  Intent 

The  mission  of  ACF's  Child  Support  Enforcement  (CSE)  program  is  to  assure  that  assistance  in 
obtaining  support  is  available  to  children  by  locating  parents,  establishing  paternity  and  support 
obligations,  and  modifying  and  enforcing  those  obligations.  The  Office  of  Child  Support 
Enforcement  (OCSE)  works  in  cooperation  with  State  agencies  to  achieve  these  goals. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 

(page  #  in  printed 

document) 

PROGRAM  GOAL:  AU  children  have  parentage  established 

Objective:  Increase  the  number  of paternities  established,  particularly  those  established  within  one  year 
ofbirtk 

3.1a.  Increase  the  paternity 
establishment  percentage  (PEP) 
among  children  born  out  of 
wedlock.  (This  includes  not  only 
current  paternity  established  cases  but 
also  completion  of  backlogs  of  older 
IV-D  cases.) 

FY  04: 99% 
FY  03:  98% 
FY  02:  97% 
FY  01:  96.5% 
FY  00:  96% 
FY  99:  96% 

FY  04: 
FY  03: 
FY  02:  9/03 
FY  01:  102% 
FY  00:  95% 
FY  99:  106% 

Px61 

HHS 

7.3 

PROGRAM  GOAL:  All  children  in  IV-D  cases  have  financial  and  medical  support  orders. 

Objective:  Increase  the  percentage  of IV-D  cases  with  orders  for  financial  support. 

3.1b.  Increase  the  percentage  of 
IV-D  cases  having  support 
orders. 

FY  04:  70% 
FY  03:  67% 
FY  02:  64% 
FY  01:  62% 
FY  00:  76% 
FY  99:  74% 

FY  04: 
FY  03: 
FY  02:  9/03 
FY  01 :66% 
FY  00:  62% 
FY  99:  60% 

Px62 

HHS 

7.3 

PROGRAM  GOAL:  All  children  in  IV-D  cases  receive  financial  and  medical  support from  both 
parents. 

Objective:  Increase  the  collection  rate. 

3.1c.  Increase  the  IV-D 
collection  rate  for  current 
support. 

FY  04:  60% 
FY  03:  58% 
FY  02:  55% 
FY  01:  54% 
FY  00:  71% 
FY  99:  70% 

FY  04: 
FY  03: 
FY  02:  9/03 
FY  01:  57% 
FY  00: 56% 
FY  99:  53% 

Px63 

HHS 

7.3 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in  printed 
document) 

Objective:  Increase  paying  cases. 

3. Id.  Increase  the  percentage  of 
paying  cases  among  IV-D 
arrearage  cases. 

FY  04: 60% 
FY  03:  59% 
FY  02: 55% 
FY  01:  54.5% 
FY  00: 46% 
FY  99:  46% 

FY  04: 
FY  03: 
FY  02:  9/03 
FY  01:  59% 
FY  00:  57% 
FY  99:  55% 

Px  63 

HHS 

7.3 

Objective:  Make  the  process  more  efficient  and  responsive. 

3.1e.  Increase  the  cost- 
effectiveness  ratio  (total  dollars 
collected  per  $1  of 
expenditures). 

FY  04:  $4.35 
FY  03:  $4.25 
FY  02:  $420 
FY  01:  $4.00 
FY  00:  $5.00 
FY  99:  $5.00 

FY  04: 
FY  03: 
FY  02:  9/03 
FY  01:  $4.18 
FY  00:  $4.21 
FY  99:  $3.94 
FY  98:  $4.00 

Px  64 

HHS 

7.3 

Total  Funding  (dollars  in 
millions)-Net  Budget 
Authority  * 

See  detailed  Budget  Linkage 
Table  in  Part  I  for  line  items 
included  in  funding  totals. 

FY  04:  $3856.0 
FY  03:  $3521.6 
FY  02:  $3235.6 
FY  01:  $3429.8 
FY  00:  $3267.8 
FY  99:  $2965.5 

Bx:  budget  just.  Sections 
Px:  page  #  performance  plan 

•These  totals  represent  net  Budget  Authority  and  do  not  include  obligation  levels  for  Child  Support  Enforcement  Programs. 

PROGRAM  DESCRIPTION  AND  CONTEXT 


ACF  implements  the  child  support  provisions  of  the  law  through  technical  assistance,  tracking 
parents,  and  helping  collect  court-ordered  support  payments.  This  strategy  has  been  achieved 
through  a  variety  of  means,  including  implementing  Federal  policy,  technical  assistance, 
training,  information  dissemination,  a  more  performance-based  incentive  funding  structure,  and 
Federal  oversight  and  assistance  with  State-based  quality  assurance. 

The  CSE  Program  is  federally  funded,  i.e.,  the  Federal  government  pays  66  percent  of  State 
administrative  costs  and  90  percent  of  paternity  laboratory  costs,  and  the  program  is  administered 
by  State  and  local  governments.  The  Federal  role  is  to  provide  direction,  guidance,  technical 
assistance,  oversight,  and  some  critical  services  to  States'  CSE  Programs  for  activities  mandated 
under  title  IV-D  of  the  Social  Security  Act.  PRWORA  provided  new  and  effective  tools  for 
enforcing  child  support.  These  tools  are  having  a  significant  impact  on  ACF's  ability  to  collect 
support. 
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ACF  continues  efforts  to  broaden  parental  responsibility,  especially  the  involvement  of  fathers  in 
the  lives  of  their  children  through  several  means:  first,  by  focusing  attention  on  the  fathers' 
positive  role  in  improving  their  children's  well-being;  second,  by  ensuring  that  ACF  research 
agendas  focus  on  the  role  of  fathers  in  families  and  the  effects  of  fathering  on  children's  well- 
being;  third,  by  using  positive  messages  and  language  about  fathers  and  fatherhood  in 
publications  and  announcements;  and  finally,  by  ensuring  that  ACF's  own  workforce  policies 
encourage  and  enable  fathers  to  balance  work  and  family  life  responsibilities. 

Working  in  partaership  with  States,  ACF  will  use  the  following  resources  and  tools  to  achieve 
the  FY  2004  performance  goals: 

•  Federal  match  of  State  administrative  expenditures  (66  percent); 

•  Data  Reliability  Audits  of  performance  data  and  related  technical  assistance  provided  to 
States  by  Federal  auditors; 

•  All  incentive  funding  to  States  will  be  based  on  State  performance  in  paternity 
establishment,  order  establishment,  current  support  collections,  arrears  cases  paying  and 
cost  effectiveness; 

•  Section  1115  research  grants,  one  percent  and  two  percent  set-aside  funding  to  provide 
technical  assistance,  supportive  contracts,  and  research  and  demonstration  grants; 

•  Child  access  and  visitation  grants; 

•  Expanded  Federal  Parent  Locator  Service,  including  a  database  of  new  hires  and  child 
support  cases  to  assist  States  to  locate  parents  and  obtain  support  through  wage 
withholding; 

•  Federal  Tax  Refund/Adrninistrative  Offset  program  to  offset  income  tax  refunds  and 
selected  Federal  payments  to  child  support  obligors; 

•  ACF  central  office  child  support  (1 38)  and  regional  office  outstation  (57)  employees 
estimated  at  195;  and 

•  Central  office  child  support  staff  are  supplemented  by  approximately  145  contractor  staff 
located  both  on-  and  off-site. 

Program  Partnerships 

ACF  has  instituted  several  mechanisms  to  ensure  internal  and  external  coordination.  Child 
Support  reforms  are  being  coordinated  at  several  levels.  OCSE  was  a  GPRA  pilot  and  many 
PRWORA  reforms  have  been  integrated  into  GPRA  project  activities.  HHS  has  coordinated 
efforts  to  increase  parental  responsibility  by  promoting  and  encouraging  father  involvement 
through  a  fatherhood  initiative  that  has  representatives  from  all  HHS  agencies.  Meeting  regularly 
to  foster  coordination  and  collaboration  across  HHS,  this  group  has  established  working 
relationships  with  many  non-governmental  groups  working  to  promote  fathers'  involvement  in 
the  lives  of  children.  The  faith-based  community  has  been  contacted  to  help  spread  the  word  on 
parental  responsibility,  marriage  and  child  support  services. 

OCSE  has  partnered  extensively  with  a  range  of  Federal  agencies/programs  and  State  and  local 
entities.  The  Expanded  Federal  Parent  Locator  Service  uses  data  from  employers,  State  Child 
Support  agencies,  and  State  Employment  Security  agencies  to  implement  the  National  Directory 
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of  New  Hires  and  Federal  Case  Registry.  Treasury's  Financial  Management  Service  is  a  partner 
in  the  IRS  Tax  Refund  Offset  and  the  Ackninistrative  Payment  Offset  programs.  The  State 
Department  is  a  partner  in  denying  and  revoking  passports  of  individuals  meeting  certain 
delinquency  criteria.  OCSE  has  coordinated  with  numerous  multi-State  and  in-State  financial 
institutions  to  identify  assets  of  non-custodial  parents.  OCSE  has  also  collaborated  with 
foundations,  community-based  organizations  and  State  and  local  child  support  programs  to 
launch  demonstration  projects  in  10  sites  to  promote  responsible  fatherhood.  These  three  year 
"fragile  family"  demonstrations,  begun  in  March  2000,  total  $15  million  including  $10  million  in 
Federal  funding.  Final  evaluations  will  be  available  in  FY  2005. 

In  order  to  direct  more  resources  to  holding  non-custodial  parents  responsible,  OCSE's  Project 
Save  Our  Children  (PSOC)  partnered  with  the  Department  of  Justice,  U.S.  Attorneys,  the  Federal 
Bureau  of  Investigation,  the  HHS  Inspector  General,  and  numerous  State  and  local  law 
enforcement  agencies.  OCSE  reached  out  to  the  Department  of  Labor's  Welfare  to  Work 
program  to  secure  funds  to  benefit  non-custodial  parent  job  training.  OCSE  enlisted  other  ACF 
programs  including  Head  Start,  Foster  Care  and  Child  Care  to  educate  clients  about  child  support 
services.  OCSE  collaborated  with  the  domestic  violence  community  to  inform  service  providers 
of  the  importance  of  child  support  and  to  ensure  the  safety  of  victims  seeking  child  support 
services. 

PROGRAM  PERFORMANCE  ANALYSIS 

Welfare  Reform:  PRWORA  is  having  a  dramatic  impact  on  the  child  support  program.  This  law 
added  major  new  responsibilities  and  increased  workloads  for  both  State  and  Federal  staff.  As 
described  below,  the  CSE  program  has  been  greatly  strengthened  by  the  welfare  reform  law. 

PRWORA  provided  new  tools  to  the  CSE  program  to  secure  emotional  and  financial  support  for 
many  of  the  nation's  children.  Some  of  the  new  support  enforcement  tools  are  the  National 
Directory  of  New  Hires  (NDNH),  the  Federal  Case  Registry  (FCR),  Financial  Institution  Data 
Matches,  State  Disbursement  Units,  activities  in  Paternity  Establishment,  and  the  Passport  Denial 
program.  PRWORA  included  significant  enhancements  of  State  and  Federal  data  systems.  States 
are  now  required  to  have  a  State  Directory  of  New  Hires  and  a  State  Case  Registry  for  Child 
Support  Enforcement.  Together,  the  NDNH  and  the  FCR  give  States  the  ability  to  track  non- 
custodial parents  across  State  lines  using  a  complete  and  automated  system.  These  various  tools 
provided  by  the  welfare  reform  law  generate  direct  collections  and  also  ancillary  benefits.  Some 
States  are  beginning  to  use  matches  provided  by  the  system  to  locate  custodial  parents  to 
distribute  child  support  payments.  The  landscape  of  child  support  enforcement  is  changing 
because  of  the  speed,  efficiency,  and  effectiveness  of  this  new  system. 

ACF  and  its  partners  use  several  reporting  systems  to  facilitate  this  strategy.  First,  the  Federal 
Parent  Locator  Service  helps  to  locate  non-custodial  parents,  as  well  as  their  employers  and 
assets.  This  allows  for  establishing  and  enforcing  child  support  orders.  Second,  the  NDNH  and 
FCR  are  operational  and  help  to  locate  absent  parents  across  State  lines. 
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ACF  works  with  the  Department  of  State  to  deny  passports  to  non-custodial  parents  who  are  not 
fulfilling  their  child  support  obligations.  As  many  as  60  passports  are  denied  every  business  day. 
Since  the  program's  inception  in  June  1998,  the  States  have  collected  more  than  $14  million  in 
lump  sum  payments.  This  amount  does  not  include  collections  made  through  payment  plans  into 
which  non-custodial  parents  enter  upon  denial  of  their  passport 

ACF  operates  the  Multi-State  Financial  Institution  Data  Match  (MSFIDM)  with  financial 
institutions  and  works  with  State  partners  to  implement  the  In-State  Financial  Institution  Data 
Match  that  assists  in  identifying  non-custodial  parent  assets.  From  January  1,  2002,  through 
March  31,  2002,  more  than  1 .8  million  matches  were  returned  from  the  multi-State  financial 
institutions,  based  on  matching  social  security  numbers.  As  of  December  2001,  more  than  4,500 
financial  institutions  are  participating  in  the  MSFIDM.  States  are  using  arrangements  including 
in-house,  consortia,  and  outsourcing  to  implement  the  in-State  financial  institution  data  match 
with  local  financial  institutions. 

Project  Save  Our  Children,  an  initiative  on  criminal  child  support  enforcement,  has  succeeded  in 
its  pursuit  of  chronic  delinquent  parents  who  owe  large  sums  of  child  support.  Since  the 
project's  creation  in  1998,  multi-agency  regional  task  forces  have  received  more  man  4,250 
referrals,  resulting  in  486  arrests,  421  convictions  and  civil  adjudications,  and  court  orders  to  pay 
more  than  S16  million  in  owed  child  support 

Incentive  funding:  The  CSE  program  includes  an  incentive  funding  system  with  a  formula 
based  in  statute.  PRWORA  required  the  Secretary'  to  develop  a  new  revenue-neutral, 
performance-based  incentive  funding  formula  in  consultation  with  the  States.  The  old  incentive 
funding  system,  which  paid  rewards  to  States  based  on  cost-effectiveness  was  in  effect  until  FY 
2001,  when  a  new  system,  enacted  by  the  Child  Support  Performance  and  Incentive  Act  of  1998 
(CSPIA),  was  phased  in  beginning  in  FY  2000. 

For  FY  2001,  States  were  able  to  earn  one-third  of  what  they  earned  under  the  traditional  cost- 
effectiveness  formula.  Two-thirds  of  the  $429  million  FY  2001  incentive  pool  was  available  to 
all  States  to  be  shared  under  the  performance-based  incentive  formula.  The  formula  continues  to 
be  instrumental  in  driving  the  CSE  program  toward  achievement  of  its  performance  targets.  This 
performance  plan  employs  the  same  five  performance  measures  enacted  by  CSPIA: 

•  Statewide  paternity  establishment  percentage  (PEP) 

Number  of  Children  in  State  with  Paternity  Established  or  Acknowledged  during  the  FY 
Number  of  Children  in  State  Bom  Out-of-Wedlock  in  the  Preceding  FY 

•  Percentage  of  IV-D  cases  with  support  orders: 

Number  of  IV-D  Cases  with  Support  Orders 
Number  of  IV-D  Cases 

•  IV-D  collection  rate  for  current  support: 
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Collections  on  Current  Support  in  IV-D  Cases 
Current  Support  Amount  Owed  in  IV-D  Cases 

•  IV-D  arrearage  cases  paying: 

Number  of  IV-D  Cases  Paving  Toward  Arrears 
Number  of  IV-D  Cases  with  Arrears  Due 

•  Total  dollars  collected  per  $1  of  expenditures: 

Total  of  IV-D  Dollars  Collected 
Total  of  IV-D  Dollars  Expended 

To  implement  the  new  incentive  system,  OCSE  has  trained  States  on  the  incentive  measures,  the 
formula  for  calculating  payments  and  revised  data  reporting.  OCSE's  auditors  are  closely 
monitoring  the  ability  of  States  to  report  reliable  data  and  are  also  assessing  the  validity  of  State- 
reported  data.  Data  reliability  audits  for  FY  2001  began  in  January  2002  and  were  completed  in 
August  2002.  OCSE  performs  an  analysis  of  the  data  and  compiles  a  preliminary  data  report  each 
summer.  Final  incentives  were  calculated  in  September  2002. 

Performance  Report 

The  OCSE  Audit  Division  has  completed  all  FY  2001  data  reliability  audits  and  issued  final 
reports  for  all  States.  For  FY  2000  actual  data,  the  reliability  standard  was  90  percent,  but  for  FY 
2001  the  standard  increased  to  95  percent.  ACF  has  greater  confidence  in  the  data  for  actual 
performance  at  this  higher  standard.  The  FY  2001  data  shown  below  are  final. 

Paternities  (measure  3.1a):  The  number  of  children  born  out  of  wedlock  with  paternity 
established  or  acknowledged  in  FY  2001  is  approximately  1.6  million,  providing  a  Statewide 
paternity  establishment  percentage  of  102  percent  (this  includes  backlogs  of  older  IV-D  cases). 
The  target  is  96.5  percent  ACF  will  continue  to  provide  technical  assistance,  early  interventions, 
training  and  education  activities  to  help  individuals  better  understand  their  parental 
responsibilities. 

Support  Orders  (measure  3.1b):  In  FY  2001,  approximately  1 1  million  cases  had  support  orders 
established  out  of  17.2  million  IV-D  cases  (66  percent).  This  reflects  an  increase  of  three  percent 
over  the  previous  year  (approximately  10.7  million  support  order  cases  out  of  17.3  miUion  IV-D 
cases  were  established).  The  FY  2002  target  was  increased  based  on  the  actual  performance  in 
FY  2000.  PRWORA  has  provided  States  with  administrative  authority  and  other  means  of  more 
effectively  establishing  orders,  and  more  States  are  moving  to  adrninistrative  procedures  as 
opposed  to  court  orders.  Further,  PRWORA  requires  that  all  States  enact  the  Uniform  Interstate 
Family  Support  Act,  a  model  State  law  for  interstate  cases,  which  allows  them  to  establish  orders 
against  non-residents.  These  strategies  will  help  OCSE  improve  performance.  State  staffing 
levels  remain  about  the  same  while  IV-D  caseloads  with  support  orders  continue  to  increase 
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slightly,  making  this  target  difficult  to  increase.  Thirty-two  States  increased  their  caseload  in  FY 
2001.  ACF  anticipates  conducting  assessments  to  provide  recommendations  to  States  on 
appropriate  staffing  levels. 

Collections  on  Current  Support  (measure  3.1c):  The  total  amount  of  child  support  distributed 
as  current  support  in  FY  2001  was  $14.2  billion,  approximately  a  ten  percent  increase  from  FY 
2000.  The  total  amount  of  current  support  due  in  FY  2001  was  $24.7  billion,  which  is 
approximately  a  seven  percent  increase  from  FY  2000.  This  provides  a  collection  rate  for  current 
support  of  57  percent.  The  FY  2002  target  was  increased  based  on  the  actual  performance  in  FY 
2000.  OCSE  is  committed  to  achieving  a  higher  performance  level  by  focusing  on  improved 
enforcement  techniques  and  ensuring  more  reliable  data.  Particular  emphasis  will  be  placed  on 
automated  mechanisms  for  enforcement,  collections,  and  payments  to  families.  These  efforts 
have  been  enhanced  by  PRWORA,  which  provides  States  with  new  hire  reporting,  uniform 
procedures  for  interstate  cases,  centralized  collection  and  disbursement,  and  enhanced  wage- 
withholding  procedures. 

Cases  Paying  Toward  Arrearages  (measure  3.1d):  There  are  10.3  million  cases  with  arrearages 
due  in  FY  2001  which  is  a  four  percent  increase  from  FY  2000.  Total  cases  paying  toward 
arrearages  is  6.1  million  in  FY  2001,  a  nine  percent  increase  from  FY  2000.  This  provides  a 
percentage  of  paying  cases  among  IV-D  arrearage  cases  of  59  percent.  The  FY  2002  target  was 
increased  based  on  the  actual  performance  in  FY  2000.  OCSE  will  focus  on  improved 
enforcement  techniques  emphasizing  automated  mechanisms  for  enforcement,  collections,  and 
payments  to  families. 

Collections  (measure  3.1e):  In  FY  2001,  collections  reached  a  record  high  of  $19  billion,  a  six 
percent  increase  from  the  previous  fiscal  year.  The  inter-State  collections  totaled  $1.2  billion. 

Expenditures  (measure  3.1e):  Under  the  Child  Support  Performance  and  Incentive  Act  cost 
effectiveness  ratio,  the  national  ratio  is  $4.18  in  FY  2001.  The  collections  distributed  ($19 
billion),  inter-State  collections  ($1.2  billion),  and  fees  retained  by  other  States  ($14.3  million) 
total  $20.1  billion.  The  administrative  expenditures  ($4.8  billion),  less  the  non-IV-D  costs  ($14.5 
million),  total  approximately  $4,785  billion  in  FY  2001.  States  have  increased  administrative 
investments  in  automated  data  processes  (up  seven  percent  in  FY  2001).  These  expenditures  are 
expected  to  continue  to  increase  in  future  years  to  improve  the  efficiency  of  State  programs 
through  automated  systems.  State  adniinistrative  expenditures  are  included  in  Federal  audits. 

In  summary,  new  collection  tools  and  program  improvements,  such  as  new  hire  reporting  and 
increasing  Statewide  automation,  have  increased  collections  but  they  have  not  been  fully 
implemented  in  all  States.  Performance  targets  for  FY  2003  and  2004  for  all  five  measures  will 
increase  from  FY  2002. 

The  following  one  percent  and  two  percent  table  has  been  included  to  illustrate  how  ACF 
invested  FY  2001  resources  to  improve  the  efficiency  and  effectiveness  of  the  Child  Support 
Enforcement  program  at  the  State  and  local  community  levels. 
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BUDGET  TABLE  LINKING  INVESTMENTS 
TO  ACTTVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

1%  Budget 

$3,800,000 

Research,  demonstration 
&  special  projects 

Grants 

Increased  knowledge 

$5,515,000 

Training  &  technical 
assistance 

State/Tribal 
outreach 

Increased  program 
knowledge 

$1,410,000 

Information  dissemination 

Printing  of  material 

Information  sharing 

2%  Budget 

$20,100,000 

Expanded  Federal  Parent 
Locator  (eFPLS) 

Matched  computer 
records 

Increased  collections 

$2,136,000 

Research  &  demonstration 

Grants 

Increased  knowledge 

$1,200,000 

Project  Save  Our  Children 

Criminal 
enforcement 

Increased  collections 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  teaming  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

State  Automated  Systems:  States  currently  maintain  information  on  the  necessary  data  elements 
for  the  five  program  measures.  Most  States  use  an  automated  system  to  maintain  these  data, 
while  a  few  maintain  the  data  manually.  All  States  were  required  to  have  a  comprehensive, 
Statewide,  automated  CSE  system  in  place  by  October  1, 1997.  Fifty-two  States  and  Territories 
indicate  compliance  with  the  single  statewide  child  support  enforcement  automation 
requirements  of  the  Family  Support  Act  of  1998.  Fifty  States  are  FSA-certified,  two  States  have 
been  reviewed  but  their  certification  review  report  hasn't  been  issued  yet.  Forty-seven  States 
indicate  compliance  with  PRWORA.  Continuing  implementation  of  these  systems,  in 
conjunction  with  cleanup  of  case  data,  will  improve  the  accuracy  and  consistency  of  reporting. 

Data  Completeness  and  Reliability.  As  part  of  OCSE's  review  of  performance  data,  the  State's 
ability  to  produce  valid  data  will  be  reviewed.  Data  reliability  audits  are  conducted  annually. 
Self-evaluation  by  States  and  OCSE  audits  will  provide  an  on-going  review  of  the  validity  of 
data  input  and  the  ability  of  automated  systems  to  produce  accurate  data.  There  is  a  substantial 
time  lag  in  data  availability.  The  Audit  Division  completed  the  FY  2001  audits  as  of  August 
2002. 
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Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

The  achievement  of  performance  targets  will  be  significantly  affected  by  a  number  of  factors 
interacting  with  the  CSE  program  in  ways  that  either  help  or  hinder  performance  goal 
achievement  including:  (1)  the  effect  of  State  TANF  program  structures  and  policies;  (2)  the 
five-year  time  limit  on  TANF  benefits  which  leaves  child  support  as  even  more  critical  for 
family  self-sufficiency;  (3)  the  national  economy;  (4)  wage  and  unemployment  rates;  and  (5) 
demographic  and  social  trends  such  as  divorce  and  non-marital  birth  rates.  These  and  other 
external  factors  impact  State  agency  caseloads,  paternity  establishment  workloads,  and  ability  to 
collect  support  payments. 

States  have  organized  their  enforcement  systems  and  infrastructures  differently.  Through  its 
considerable  national  and  regional  technical  assistance  initiatives,  many  incorporating  State  self- 
assessment  and  peer  technology  transfers,  ACF  is  customizing  its  efforts  to  individual  State 
needs.  Additionally,  the  new  performance-based  incentive  process  will  add  impetus  to  those 
States  that  may  need  to  assign  a  higher  priority  to  child  support  programs. 

The  program  objective  statements  listed  below  are  part  of  the  OCSE's  multi-year  Strategic  Plan 
aimed  at  increasing  overall  performance. 

PROGRAM  GOAL:  All  children  have  parentage  established 

Objective:  Increase  the  number  of  paternities  established,  particularly  those  established  within 
one  year  of  birth. 

3.1a.    FY  2003:  Increase  to  98  percent  the  paternity  establishment  percentage  (PEP) 
among  children  born  out  of  wedlock. 

FY  2004:  Increase  to  99  percent  the  paternity  establishment  percentage  (PEP) 
among  children  born  out  of  wedlock. 

Data  Source:  The  OCSE  Form  157  is  the  source  of  data  needed  to  calculate  this 
measure. 

This  measure  directly  indicates  achievement  of  the  performance  target  by  comparing  paternities 
established  during  the  fiscal  year  with  the  number  of  non-marital  births  during  the  preceding 
fiscal  year.  The  statute  allows  States  to  use  the  IV-D  PEP  or  a  Statewide  PEP.  The  Statewide 
.PEP  was  selected  because  most  States  indicated  they  would  use  the  Statewide  PEP  as  well.  The 
rates  above  include  paternities  established  by  both  the  IV-D  program  and  hospital-based 
programs.  Increasing  the  target  rate  in  FY  2004  requires  States  to  keep  up  with  estabhshing 
paternities  on  out-of-wedlock  births  while  continuing  to  handle  backlogs  of  older  IV-D  cases 
needing  paternity  established. 
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Early  interventions  will  be  sought  through  expanding  hospital-based  paternity  establishment 
programs  and  partnering  with  birth  record  agencies,  pre-natal  clinics  and  other  entities  and 
encouraging  voluntary  acknowledgments,  in  accordance  with  the  requirements  of  PRWORA 
Partners  will  work  together  with  customers  to  help  both  parents  understand  their  parental 
responsibilities  and  to  promote  establishing  paternity  in  a  non-adversarial  manner  wherever 
possible.  In  collaboration  with  partners  and  stakeholders,  ACF  will  explore  a  variety  of  activities 
to  help  individuals  better  understand  their  parental  responsibilities,  including  contributing  to 
direct  education  programs  in  high  schools,  counseling,  public  awareness  campaigns,  public 
service  announcements,  and  brochures  about  the  CSE  program. 

PROGRAM  GOAL:  All  children  in  IV-D  cases  have  financial  and  medical  support  orders. 

Objective:  Increase  the  percentage  of  IV-D  cases  with  orders  for  financial  support. 

3.1b.    FY  2003:  Increase  to  67  percent  the  percentage  of  IV-D  cases  having  support 
orders. 

FY  2004:  Increase  to  70  percent  baseline  the  percentage  of  IV-D  cases  having 
support  orders. 

Data  Source:  The  OCSE  Form  157  is  the  source  of  data  needed  to  calculate  this 
measure. 

A  support  order  is  needed  to  collect  child  support.  This  measure  directly  indicates  achievement 
of  the  performance  target  by  comparing  the  number  of  IV-D  cases  with  support  orders  with  the 
total  number  of  IV-D  cases.  ACF  projects  a  slight  increase  in  the  target  rate  for  FY  2004  based 
on  the  FY  2000  actual  of  62  percent  This  will  require  more  effort  as  new  child  support  cases  are 
added  to  State  workloads  each  year,  increasing  the  overall  caseload  needing  services. 

PRWORA  gives  States  new  tools  to  establish  an  order  more  quickly,  such  as  administrative 
authority  to  require  genetic  testing,  subpoena  financial  and  other  information,  and  to  access  a 
wide  array  of  records.  More  States  are  voluntarily  sriifting  from  establishing  court-based  orders 
to  admimstrative-based  orders.  PRWORA  requires  expedited  adrninistrative  procedures  for 
establishing  orders;  expands  paternity  acknowledgment  programs  to  birth  record  agencies, 
setting  the  stage  for  order  establishment;  and  requires  that  all  States  enact  the  Uniform  Interstate 
Family  Support  Act  which  grants  States  expansive  long-arm  jurisdiction  allowing  them  to 
establish  support  orders  against  non-residents,  thus  avoiding  the  lengthy  two-State  process. 

Medical  Support  Performance 

The  Child  Support  Performance  and  Incentive  Act  of  1998  requires  the  Secretary  of  HHS  to 
recommend  a  medical  support  indicator  for  inclusion  in  the  new  incentive  system.  The 
Secretary's  report  to  Congress  in  June  1999  recommended  postponing  the  development  of  an 
indicator.  OCSE  is  working  with  the  States  to  develop  the  medical  support  indicator.  The 
indicator  workgroup  submitted  its  recommendations  and  report  in  2001. 
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PROGRAM  GOAL:  All  children  in  IV-D  cases  receive  financial  and  medical  support  from 
both  parents. 

Objective:  Increase  the  collection  rate. 

3,1a    FY  2003:  Increase  to  58  percent  the  IV-D  collection  rate  for  current  support 

FY  2004:  Increase  to  60  percent  the  IV-D  collection  rate  for  current  support 

Data  Source:  The  OCSE  Form  157  is  the  source  of  data  needed  to  calculate  this 
measure. 

This  measure,  a  proxy  for  the  regular  and  timely  payment  of  support,  directly  indicates 
achievement  of  the  performance  target  by  comparing  total  dollars  collected  for  current  support  in 
IV -D  cases  with  total  dollars  owed  for  current  support  in  IV-D  cases.  OCSE  is  projecting  small 
increases  in  the  performance  targets  for  FY  2003  and  2004. 

Focus  will  be  placed  on  improved  enforcement  techniques  emphasizing  automated  mechanisms 
for  enforcement,  collections  and  payments  to  families,  ACF  will  emphasize  improving  the 
numerous  processes  that  result  in  the  support  of  children.  These  improvements  include:  (1) 
simplifying  the  payment  process;  (2)  reducing  barriers  to  non-custodial  parents  providing 
support  payments;  (3)  increasing  the  number  of  cases  handled  using  automated  systems;  (4) 
using  alternative  disposition  strategies  such  as  consensual  agreements  and  other  non-judicial 
agreements;  (5)  improving  interstate  case  processing;  (6)  increasing  coordination  and  integration 
of  services  with  other  agencies;  and  (7)  increasing  access  to  services. 

Objective:  Increase  paying  cases. 

3.1tL    FY  2003:  Increase  to  59  percent  the  percentage  of  paying  cases  among  IV-D 
arrearage  cases. 

FY  2004:  Increase  to  60  percent  the  percentage  of paying  cases  among  IV-D 
arrearage  cases. 

Data  Source:  The  OCSE  Form  157  is  the  source  of  data  needed  to  calculate  this 
measure. 

This  measure  directly  indicates  achievement  of  the  performance  target  by  comparing  the  total 
number  of  IV-D  cases  paying  any  amount  toward  arrears  with  the  total  number  of  IV-D  cases 
with  arrears  due.  More  direct  measurement  of  a  national  arrearage  collection  rate  is  impossible 
because  States  have  laws  that  count  arrears  in  widely  varying  ways.  Some  new  cases  enter  the 
caseload  with  arrearages  already  accrued  before  the  State  can  take  any  action.  This  measure, 
developed  by  the  State/Federal  Incentive  Formula  effort,  has  been  incorporated  into  the  revised 
FY  2000-2004  Strategic  Plan. 
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Obtaining  payment  of  arrears  is  often  difficult.  States  must  collect  both  current  support  and  any 
accrued  arrearages.  Non-custodial  parents  often  cannot  keep  up  with  both  current  support  and 
arrears,  hence  arrears  payments  suffer.  Focus  will  be  placed  on  improved  enforcement 
techniques  emphasizing  automated  mechanisms  for  enforcement,  collections  and  payments  to 
families. 

As  stated  above,  OCSE  is  projecting  increases  in  performance  targets  for  FY  2003  and  2004. 
Trend  data  indicate  that  arrearage  in  caseload  is  increasing  which  makes  achieving  these  targets 
all  the  more  challenging. 

Objective:  Make  the  process  more  efficient  and  responsive. 

3.1e.    FY  2003:  Increase  the  cost-effectiveness  ratio  (total  dollars  collected  per  $1  of 
expenditures)  to  $4.25. 

FY  2004:  Increase  the  cost-effectiveness  ratio  (total  dollars  collected  per  $1  of 
expenditures)  to  $4.35. 

Data  Sources:  The  OCSE  Form  34A  and  396A  are  the  source  of  data  needed  to 
calculate  this  measure. 

This  measure  directly  indicates  achievement  of  the  performance  target  by  comparing  total  IV-D 
dollars  collected  by  States  with  total  IV-D  dollars  expended  by  States.  Increasing  the  target  rate 
for  FY  2004  requires  greater  effort  because  State  caseloads  and  the  total  amount  of  child  support 
owed  increase  each  year.  For  example,  in  FY  2001 ,  the  IV-D  caseload  increased  slightly  but  the 
total  amount  of  arrearages  due  for  all  fiscal  years  increased  by  1 1.3  percent. 

Under  current  law,  cost  effectiveness  is  being  phased  out  as  the  sole  determinant  for  incentive 
payments.  It  is  important  to  monitor  the  allowable  costs  of  the  program  in  relation  to  the  amount 
collected.  Focus  will  be  placed  on  increased  efficiency  of  State  programs  through  automated 
systems  of  case  management,  enforcement,  collection  and  disbursement;  staffing,  administrative 
processes  and  increased  collections  resulting  from  approaches  described  previously  under  current 
collections;  and  arrears  cases  paying. 

4.       INCREASE  AFFORDABLE  CHILD  CARE 

Approach  for  the  Strategic  Objective:  increase  access  to  affordable,  quality  child  care  for  low- 
income,  working  families. 

4.1      CHILD  CARE:  AFFORDABILITY 

Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Child  Care  and  Development  Fund  (CCDF)  is  to  help  low-income  working 
families  achieve  and  maintain  economic  self-sufficiency  and  to  improve  the  overall  quality  of 
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child  care.  The  CCDF  was  established  under  PRWORA,  which  repealed  the  title  IV-A  child  care 
programs  and  replaced  mem  with  new  funding  administered  under  the  revised  Child  Care  and 
Development  Block  Grant  (CCDBG)  rules  and  regulations. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Increase  the  number  of  children  of  low-income  working  families  and  families  in 
training  and  education  who  have  access  to  affordable  child  care. 

Objective:  Increase  access  to  affordable  child  care  for  low-income  working  families. 

*+-  i.a>  111  CI  Cgo>C  UJC  ILUJX1UCX  VI  wliliUiCli 

served  by  CCDF  subsidies  from  the 
1998  baseline  average  (target  number 
expressed  in  millions). 

FY  03:  Dropped 
FY  02:  2.2 
FY01:2.1 
FY  00: 1.92 
FY  99:  NA 

FY  02: 12/03 
FY  01:  3/03 
FY  00:  1.75* 
FY  99:  1.65* 
FY  98:  LSI 

Px71 

HHS 
7.1 

4.1b.  Increase  the  percentage  of 
potentially  eligible  children  who 
receive  CCDF  subsidies  from  the  FY 
1998  baseline. 

FY  03:  Dropped 

FY  02:  14% 

FY  01:  12.5%  [13%] 

FY  00:  NA 

FY  99:  NA 

FY  02: 12/03 
FY  01:  3/03 
FY  00:  12% 
FY  99:  12% 
FY  98:  10% 

Px71 

HHS 

7.1 

4.1c.  Reduce  the  average  percentage  of 
family  income  spent  in  assessed  child 
care  co-payments  among  families 
receiving  CCDF  subsidies  to  the  FY 
1998  level  and  maintain  at  that  level. 

FY  03:  Dropped 
FY  02:  5.8% 
FY  01:  5.8% 
FY  00:  5.8% 
FY  99:  NA 

FY  02:  12/03 
FY  01:  3/03 
FY  00:  6.1% 
FY  99:  6.2% 
FY  98:  5.8% 

Px71 

HHS 
7.1 

4. Id.  Increase  the  number  of  children 
receiving  child  care  services  through 
CCDF,  TANF-direct,  and  SSBG  funds 
from  the  2003  baseline. 
(Developmental) 

FY  04: 

FY  04: 

FY  03:  Baseline 

Px72 

HHS 
7.1 

PROGRAM  GOAL:  Improve  the  availability  of  child  care  services  for  low-income  working  families. 

Objective:  Increase  the  supply  of  child  care  available  to  low-income  working  families 

4.1e.  Increase  the  number  of  slots  in 
State-regulated  child  care  settings  from 
the  FY  2000  baseline. 

FY  03:  Dropped 
FY  02:  Developmental 
FY  01:  NA 
FY  00:  NA 

FY  02:  12/03 
FY  01:  3/03 
FY  00:  3,954,046 

Px72 
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Reference 

(page  #  in 

Performance  Measures 

Targets 

Actual 
Performance 

printed 
document) 

Baseline 

4. If.  Increase  the  proportion  of  centers 
and  homes  that  serve  families  and 
children  receiving  child  care  subsidies. 
(Developmental) 

FY  04: 

FY  04: 

FY  03:  Baseline 

Px73 

PROGRAM  GOAL:  Improve  parental  ability  to  work  or  attend  training/education  leading  to  greater 
economic  self-sufficiency. 

Objective:  Increase  access  to  affordable  child  care  for  low-income  families. 

4.1g.  Increase  the  number  of  families 
working  and/or  pursuing 
training/education  with  support  of 
CCDF  subsidies  from  the  FY  1998 
baseline  (target  number  expressed  in 
millions). 

FY  03:  Dropped 
FY  02:  1.2 
FY  01:  1.1 
FY  00:  NA 

FY  02:  12/03 
FY  01:  3/03 
FY  00: 1.04 
FY  99:  975,000 
FY  98:  802,000 

Px  73 

HHS 
6.1 

4.  Ih.  Increase  the  number  of  States  that 
serve  all  low-income  working  families 
who  apply  without  regard  to  their 
connection  with  TANF  and  without 
waiting  lists.  (Developmental) 

FY  04: 

FY  04: 

FY  03:  Baseline 

Px74 

'Actual  number  of  children  served  in  FY  99  and  FY  00  revised  based  on  improved  data. 

Total  Funding  for  Child  Care 
Programs  (dollars  in  millions) 

See  detailed  Budget  Linkage  Table  in 
Part  I  for  line  items  included  in 
funding  totals. 

FY  04:  $4816.8 
FY  03:  $4816.9 
FY  02:  $4841.9 
FY  01:  $4588.6 
FY  00:  $3550.6 
FY  99:  $3185.8 

Bx:  budget  just.  Sections 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 


CCDF  consists  of  three  funding  streams:  Mandatory,  Matching,  and  Discretionary  Funds.  The 
Mandatory  and  Matching  Funds  are  appropriated  for  Fiscal  Years  1997  through  2002  under 
section  418  of  the  Social  Security  Act.  A  State's  share  of  the  Mandatory  Funds  is  tied  to  its 
spending  under  the  now-repealed  AFDC-related  child  care  programs.  The  Matching  Funds  are 
funds  remaining  after  the  Mandatory  Funds  are  allocated  according  to  the  statutory  formula.  To 
receive  its  share  of  the  Matching  Funds,  a  State  must  provide  a  match  at  the  current  Medicaid 
rate,  expend  its  Maintenance  of  Effort  Funds,  and  obligate  its  Mandatory  Funds.  The 
Discretionary  Fund  (the  Child  Care  and  Development  Block  Grant  fund)  is  appropriated  annually 
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by  Congress.  Discretionary  Funds  are  allotted  to  States  according  to  a  formula  based  on  the 
proportion  of  children  under  five  years  of  age,  children  who  receive  free  or  reduced  price  school 
lunches,  and  average  per  capita  income.  PWRORA  provides  that  States  may  transfer  up  to  30 
percent  of  their  funds  under  the  TANF  program  to  CCDF.  Transferred  funds  are  subject  to  the 
regulations  governing  the  Discretionary  Fund.  States  may  also  spend  TANF  dollars  directly  on 
child  care  services. 

States  are  required  to  spend  at  least  four  percent  of  their  CCDF  funds  on  activities  to  improve  the 
quality  and  availability  of  child  care.  In  addition,  Congress  earmarked  small  amounts  of  the 
Discretionary  Fund  to  be  used  by  States  for  school-age  care,  resource  and  referral  services, 
improved  quality,  and  expanded  availability  of  quality  infant  and  toddler  care. 

Under  the  statute  governing  CCDF,  eligible  children  are  defined  as  those  whose  parents  are 
working,  or  in  education  or  training,  or  who  are  in  need  of  protective  services.  Children  must  be 
under  the  age  of  13  years  and  reside  with  a  family  whose  income  does  not  exceed  85  percent  of 
the  State's  median  income  (SMI)  for  that  size  family.  States  may  set  their  own  child  care  funding 
priorities  for  children.  States  may  serve  children  13  to  19  years  of  age  who  are  under  court 
supervision  or  are  mentally  or  physically  incapable  of  self-care.  States  must  spend  70  percent  of 
their  CCDF  monies  to  provide  child  care  services  for  families  on,  or  transitioning  off,  TANF,  or 
at  risk  of  welfare  dependency.  States  are  also  required  to  give  priority  to  children  with  special 
needs  and  children  from  very  low-income  families.  Within  the  parameters  of  Federal  statute  and 
regulations,  States  have  broad  discretion  in  establishing  policies  and  priorities  that  respond  to 
State  and  local  needs.  In  their  biennial  plans  to  ACF,  States  must  provide  information  concerning 
policy  issues  such  as  family  eligibility  limits,  sliding  fee  scales,  provider  reimbursement  rates, 
provider  health  and  safety  requirements,  and  activities  to  improve  the  quality  and  availability  of 
care. 

Along  with  other  parts  of  the  PRWORA,  the  legislative  authority  for  the  CCDF  expires  on 
September  30,  2002.  ACF  anticipates  continuing  to  promote  the  availability  of  child  care 
services  as  a  key  element  in  its  strategy  for  helping  families  achieve  economic  independence  and 
supporting  child  development  and  success  in  school. 

Supporting  the  child  care  needs  of  children  and  their  families  requires  partnerships  among  child 
care  providers,  Head  Start,  public  and  private  early  childhood  education,  health,  nutrition,  mental 
health,  and  parental  employment  preparation  programs.  To  this  end,  ACF  continues  to  encourage 
collaboration  at  the  Federal,  State,  and  individual  program  levels.  This  involves  working  with 
ACF's  partners  to  increase  the  supply  of  child  care,  to  develop  measures  and  supports  for  child 
care  quality,  and  to  provide  information  to  help  parents  make  sound  choices  about  child  care. 

In  FY  2001 ,  States  spent  $6  billion  in  Federal  funds  for  child  care  (including  significant  amounts 
of  funds  transferred  from  TANF  to  CCDF)  and  approximately  $1.6  billion  of  their  TANF  block 
grant  funds  directly  for  child  care  services.  In  addition,  $2.0  billion  in  State  funds  (i.e.,  Matching 
and  MOE)  were  spent  under  CCDF  in  FY  2001.  These  expenditures  reflect  historically  high 
levels  of  Federal  and  State  funding  for  child  care.  With  these  funds,  many  States  exercised  the 
flexibility  provided  under  CCDF  and  TANF  to  expand  the  number  of  children  served  and 
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provide  services  for  low-income  working  families  without  regard  to  their  connection  to  TANF 
and  without  waiting  lists.  ACF  estimates  that  in  addition  to  the  children  served  with  CCDF  and 
CCDF-related  funds,  approximately  700,000  additional  children  received  child  care  services 
funded  through  the  Social  Services  Block  Grant  and  TANF  dollars  (Federal  and  State)  spent 
directly  on  child  care. 

To  improve  evidenced-based  policy  decisions  at  the  Federal  and  State  levels,  in  Fiscal  Years 
2000  and  2001,  the  Bureau  awarded  24  grants  for  field-initiated  child  care  research.  In  addition, 
the  Bureau  has  awarded  twelve  grants  to  individual  doctoral  students  to  complete  dissertations 
on  child  care-related  topics,  and  funded  two  research  fellowships  through  the  Society  for 
Research  in  Child  Development.  In  FY  2001  and  2002,  six  State  CCDF  Lead  Agencies  received 
grants  under  a  new  research  priority  entitled  State  Data  and  Research  Capacity.  The  purpose  of 
these  grants  is  to  improve  the  capacity  of  States  to  collect  child  care  data  and  use  the  data  for 
research  purposes. 

In  addition,  the  Bureau,  in  partnership  with  the  ACF  Office  of  Planning,  Research,  and 
Evaluation,  awarded  a  seven-year  contract  to  work  with  States  on  a  multi-site  evaluation  of 
selected  child  care  subsidy  strategies.  The  long-range  intent  of  this  contract  is  to  provide  reliable 
information  to  local,  State,  and  Federal  policy-makers  about  the  efficacy  of  policies  and 
programs  related  to  child  care  subsidies  in  promoting  outcomes  for  children  and  helping  low- 
income  families  obtain  and  retain  work. 

Program  Partnerships 

Quality  early  childhood  programs  provide  a  crucial  linkage  for  comprehensive,  healthy  child 
development  to  prepare  children  to  be  successful  in  school  and  later  in  life.  Quality  programs 
also  provide  needed  supports  to  parents  moving  toward  self-sufficiency  through  training  and 
work.  Recognizing  the  importance  of  comprehensive  services,  ACF  encourages  its  State  partners 
to  create  linkages  between  child  care  and  health,  family  support,  early  childhood  education,  and 
other  services  at  the  State  and  community  levels. 

ACF  collaborates  at  the  Federal  level  with  other  agencies  to  facilitate  community-level 
coordination.  This  includes  coordination  within  ACF  among  the  Bureau,  TANF,  Head  Start, 
Office  of  Child  Support  Enforcement,  Office  of  Refugee  Resettlement,  and  the  Administration 
on  Developmental  Disabilities.  For  example,  the  Child  Care  and  Head  Start  Bureaus  jointly 
sponsor  the  QUILT  (Quality  in  Linking  Together)  project  that  helps  Head  Start  and  child  care 
grantees  as  well  as  State  pre-kindergarten  programs  form  partnerships  toward  the  provision  of 
full-day,  full-year  early  childhood  services. 

Within  HHS,  the  Bureau  participates  with  the  Maternal  and  Child  Health  Bureau  to  sponsor  the 
Healthy  Child  Care  America  Campaign,  which  aims  to  improve  health  and  safety  in  child  care  by 
creating  strong  links  between  the  child  care  and  health  communities.  Externally,  ACF  continues 
to  partner  with  the  Department  of  Labor's  Welfare-to-Work  grants  program,  States  (both 
individually  and  through  national  associations  such  as  the  American  Public  Human  Services 
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Association  and  the  National  Governors'  Association),  various  national  child  care  associations, 
and  the  research  community  (e.g.,  the  Bureau's  Child  Care  Research  Consortium). 

In  FY  2002,  the  Bureau  placed  particular  emphasis  on  partnering  with  the  Head  Start  Bureau  and 
the  Department  of  Education  on  the  President's  initiative,  Good  Start  Grow  Smart.  This 
initiative,  designed  to  ensure  that  child  care  and  early  childhood  programs  maximize  the 
opportunity  to  further  early  learning  and  literacy  in  young  children,  requires  States  to  develop 
voluntary  guidelines  for  school  readiness.  This  will  involve  State  CCDF  Lead  Agencies  as  well 
as  State  Education  Agencies.  Success  in  this  endeavor  will  require  Federal  leadership  from  both 
the  ACF  and  the  Department  of  Education. 

PROGRAM  PERFORMANCE  ANALYSIS 

The  following  are  examples  of  some  of  the  Bureau's  activities  during  the  first  three  quarters  of 
FY  2002.  CCDF  grants  were  awarded  to  States,  Territories,  and  Tribes.  A  kick-off  event  was 
held  for  the  Center  on  the  Social  and  Emotional  Development  Foundations  for  Early  Learning. 
The  subsidy  evaluation  study  was  initiated  and  States  and  communities  mat  may  be  viable  study 
sites  have  been  identified.  Good  Start  Grow  Smart  planning  is  ongoing.  Finally,  program 
announcements  for  the  Early  Learning  Opportunity  Act  and  child  care  research  grants  were 
published  and  the  Bureau  awarded  the  new  discretionary  grants  in  September  2002.  (See 
information  under  Strategic  Goal  2,  Improve  Healthy  Development,  Safety  and  Well-Being  of 
Children  and  Youth.) 

In  the  FY  2002-2003  State  Plans,  44  States  and  Territories  reported  that  their  Lead  Agency 
partners  with  the  entity  responsible  for  administering  State  TANF  funds.  At  least  seven  States 
indicated  that  they  have  developed  a  single,  "seamless"  system  for  administering  child  care 
subsidies  to  all  families  without  regard  to  ehgibility  category.  Fourteen  States  said  they  have 
established  procedures  that  allow  families  to  apply  for  child  care  assistance  via  mail,  phone,  or 
fax,  and  nearly  one-half  of  the  States  use  the  Internet  to  perform  application  functions. 

Twenty  States  reported  collaborating  with  the  State  Education  Department  or  another  public  or 
private  entity  to  expand  services  for  school-age  children.  Thirty-seven  States  collaborate  with 
their  State  Health  Department.  In  an  increasing  number  of  States,  collaboration  involves  outreach 
on  health  and  safety  issues  to  child  care  providers  and  efforts  to  inform  low-income  families 
about  the  availability  of  subsidized  health  care.  In  their  plans,  45  States  described  collaboration 
with  Head  Start  and  23  reported  joint  efforts  to  promote  early  intervention  for  children  with 
developmental  disabihties.  Twenty-five  State  Lead  Agencies  reported  active  collaborations  with 
Tribal  communities  to  improve  service  delivery  to  dually-eligible  children.  Thirty-six  States 
reported  that  planning  and  collaboration  efforts  are  directed  by  State  and/or  local  councils, 
committees,  and  advisory  board  that  are  established  by  the  State  or  through  legislation. 

Performance  Report 

The  number  of  children  served  through  the  Child  Care  and  Development  Fund  increased  by  more 
than  five  percent  from  1.65  million  in  FY  1999  to  1.75  million  in  FY  2000  (measure  4.1a).  In  FY 
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2002,  it  was  discovered  that  a  number  of  States  incorrectly  reported  the  proportion  of  the 
children  included  in  their  case-level  reports  that  were  funded  through  CCDF  for  FY  1999  and 
2000.  In  addition,  California  was  able  to  provide  case-level  data  for  FY  1999  and  part  of  FY 
2000.  This  allowed  for  more  accurate  California  child  counts  than  had  been  possible  using 
extrapolations  from  expenditures  data. 

CCDF  grantees  have  many  efforts  underway  to  improve  access  to  child  care  for  low-income 
families.  As  work  continues  in  partnership  with  States  to  improve  data  collection,  a  number  of 
indicators,  including  informal  feedback  from  grantees,  indicate  that  access  to  child  care  for  low- 
income  children  served  by  CCDF  is  increasing. 


BUDGET  TABLE  LINKING  FY  2002  INVESTMENTS  TO 
ACTTVITTES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

$12,000,000 

Training  &  Technical 
Assistance 

Network  of  contracted  T 
&  TA  providers 

Improved 

administration  of  CCDF 
and  services  to  families 
and  children 

$10,000,000 

Policy-Related  Child 
Care  Research 

Discretionary  grants  and 
contracts  in  support  of 
specific  research  efforts 

Improved  information  to 
guide  policy  decisions 

$1,000,000 

Child  Care  Aware 
Hotline 

Cooperative  Agreement 
with  National  Association 
of  Child  Care  Resource 
and  Referral  Agencies 

Improved  access  to  child 
care  for  parents 

$25,000,000 

Early  Learning 
Opportunities  Act 

Discretionary  grants  to 
local  councils 

Improved  early  learning 
outcomes  for  children 

*  When  integrating  budget  and  performance  information,  ACT  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACT-  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

The  Federal  Child  Care  Information  System  (FCCIS)  collects  aggregate  and  case-level  data  from 
the  50  States,  the  District  of  Columbia,  Puerto  Rico  and  the  Territories  of  American  Samoa,  the 
Commonwealth  of  the  Northern  Mariana  Islands,  Guam,  and  the  Virgin  Islands,  as  required  by 
CCDF  legislation.  States  are  responsible  for  compiling  aggregate  data  at  the  State  level  and 
transmitting  it  electronically  via  the  Internet  to  the  FCCIS.  All  data  received  by  the  FCCIS  are 
stored  in  a  national  dataset.  Data  standards  have  been  set  and  training  and  technical  assistance 
provided  to  all  States  and  Territories  on  reporting  requirements  and  submission  procedures. 

The  Bureau  continues  to  provide  technical  assistance  (TA)  designed  to  improve  State  and  Tribal 
data  submission  and  data  quality.  These  TA  activities  include  on-site  visits;  distribution  of 
related  documents;  enhancements  to  the  TA  Tracker  software;  training  workshops;  presentations 
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at  regional  and  national  meetings;  and  software  to  help  Tribes  collect  data  and  administer  then- 
subsidy  programs. 

One  major  TA  resource,  the  Child  Care  Automation  Resource  Center  (CCARC)  is  used  by  the 
States,  Territories,  and  Tribes  for  interactive  and  immediate  TA  to  resolve  data  collection 
problems.  A  unique  feature  of  CCARC  is  the  development  of  two  software  utilities  (Child  Care 
Data  Viewer  and  Tribal  Child  Care  Data  Tracker),  which  enable  States,  Territories,  and  Tribes  to 
use  the  data  submitted  to  the  Bureau  for  their  own  (local)  purposes.  In  addition,  the  Bureau 
anticipates  that  its  new  State  Data  and  Research  Capacity  Grants  will  support  States  in 
developing  their  capacity  to  report  accurate  data.  While  the  Bureau  has  noted  a  steady 
improvement  in  data  quality  from  the  States  over  the  last  few  years,  it  is  committed  to  continuing 
its  active  role  to  facilitate  States'  compliance  with  CCDF  reporting  requirements. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Increase  the  number  of  children  of  low-income  working  families  and 
families  in  training  and  education  who  have  access  to  affordable  child  care. 

Objective:  Increase  access  to  affordable  child  care  for  low-income  working  families. 

4.1a.    FY  2003:  Increase  the  number  of  children  served  by  CCDF  subsidies  from  the 
1998  baseline.  (Dropped) 

Performance  measure  4.1a  is  being  dropped  because  it  excludes  children  served  through  non- 
CCDF  Federal  funding  streams  including  SSBG  and  TANF-direct.  As  such,  it  underestimates  the 
number  of  children  receiving  Federally-subsidized  child  care  services.  In  addition,  it  is 
duplicative  of  another  measure  in  the  plan  (measure  4. Id). 

4.1b.    FY  2003:  Increase  the  percentage  of  potentially  eligible  children  who  receive 
CCDF  subsidies  from  the  FY  1998  baseline.  (Dropped) 

Data  Sources:  Annual  Aggregate  Report,  ACF-800,  Child  Care  Quarterly  Case- 
Level  Report,  ACF-801. 

Measure  4.1b  is  being  dropped  for  FY  2003  as  it  underestimates  the  proportion  of  children 
receiving  child  care  services  with  Federal  and  related  State  child  care  funds.  It  does  not  take  into 
account  children  being  served  with  TANF-direct,  SSBG,  Head  Start,  and  State  pre-kindergarten 
funds.  It  also  does  not  take  into  account  the  variations  where  States  set  their  eligibility  limits  or 
the  fact  that  many  States  prioritize  the  lowest  income  families. 

4.1c  FY  2003:  Reduce  the  average  percentage  of family  income  spent  in  assessed 
child  care  co-payments  among  families  receiving  CCDF  subsidies  to  the  FY 
1998  level  and  maintain  at  that  leveL  (Dropped) 
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Data  Source:  Child  Care  Quarterly  Case-Level  Report,  ACF-801 

Measure  4.  lc  is  being  dropped  for  FY  2003  because  it  appears  to  encourage  States  to  establish 
very  low  co-pays  as  opposed  to  encouraging  States  to  implement  affordable  co-payment 
schedules  that  increase  gradually  with  incomes  and  avoid  eligibility  cliffs,  that  require  families  to 
take  increasing  responsibility  for  the  cost  of  care,  and  that  maximize  the  number  of  families  that 
can  be  served.  At  this  time,  ACF  does  not  have  a  reliable  definition  of  "affordable"  or  sufficient 
information  about  co-pays  and  the  relationship  between  subsidies,  co-pays,  and  other  benefits 
that  families  receive  to  propose  an  alternative  measure  related  to  co-pays.  Alternatives  will  be 
explored  through  research  efforts  and  consultation  with  States. 

Developmental  Measure 

4.1d\    FY  2004:  Increase  the  number  of  children  receiving  child  care  services  through 
CCDF,  TANF-direct,  and  SSBG  funds  from  the  FY 2003  baseline. 

Data  Source:  Under  Development.  Child  counts  for  CCDF  will  be  obtained  from 
State  aggregate  and  case-level  reports.  In  the  absence  of  comparable  TANF  and 
SSBG  child  counts,  the  Bureau  will  use  a  model  developed  by  the  ASPE  to 
estimate  children  served.  This  involves  dividing  yearly  TANF-direct  and  SSBG 
expenditures  by  the  CCDF  average  yearly  cost  per  child  to  arrive  at  child 
estimates  for  TANF-direct  and  SSBG. 

This  new  measure  is  designed  to  better  assess  the  number  of  children  served  through  a  greater 
range  of  funding  sources  rather  than  CCDF  only. 

PROGRAM  GOAL:  Improve  the  availability  of  child  care  services  for  low-income  working 
families. 

Objective:  Increase  the  supply  of  child  care  available  to  low-income  working  families. 

4.1e,     FY  2003:  Increase  the  number  of  slots  in  State-regulated  child  care  settings 
from  the  FY 2000  baseline.  (Dropped) 

Data  Source:  Under  development 

This  developmental  measure  is  being  dropped  for  FY  2003  due  to  data  problems.  The  Bureau 
included  a  question  related  to  mis  measure  in  the  State  Annual  Aggregate  Report,  however,  it 
was  approved  as  an  optional  item,  and  only  a  few  States  responded  with  data.  The  Bureau  has 
not  identified  another  reliable  source  of  national  data  about  child  care  slots  at  this  time.  A  new 
measure,  4.  If,  has  been  added,  which  is  thought  to  be  a  better  measure  of  low-income  family 
access  to  child  care  services. 
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Developmental  Measure 

4.1f.    FY  2004:  Increase  the  proportion  of  centers  and  homes  that  serve  families  and 
children  receiving  child  care  subsidies  from  the  FY 2003  baseline. 

Data  Source:  Under  Development,  Child  Care  Quarterly  Case-Level  Report, 
ACF-801  and  the  Children's  Foundation  or,  if  necessary,  through  modifications  to 
the  State  Plan  Preprint  and  the  Annual  Aggregate  Report  (ACF-800)  (Subject  to 
OMB  approval) 

The  numerator  for  this  measure  is  the  number  of  centers  and  homes  that  serve  subsidized 
families  and  the  denominator  is  the  total  number  of  centers  and  homes.  In  the  development 
process,  the  Bureau  will  explore  existing  data  sources  to  determine  whether  or  not  this 
information  can  be  obtained  without  additional  collection  of  data.  If  it  is  determined  that  the 
necessary  data  are  not  available,  OMB  approval  will  be  required  to  add  these  data  elements  to 
current  State  reports. 

Parental  access  to  a  range  of  child  care  choices  is  a  central  goal  of  CCDF.  However,  individual 
child  care  providers  are  not  obliged  to  serve  families  receiving  subsidies  through  CCDF.  If  the 
reimbursement  rates  paid  by  a  State  are  too  low,  or  if  providers  have  difficulty  getting  paid  or 
collecting  overly  high  co-payments  from  families,  providers  may  choose  not  to  provide  services 
to  subsidized  families.  Therefore,  the  proportion  of  centers  and  homes  serving  subsidized 
families  and  children  indicates  how  well  the  program  is  being  administered  and,  ultimately, 
parental  access  to  the  range  of  choices. 

PROGRAM  GOAL:  Improve  parental  ability  to  work  or  attend  training/education  leading  to 
greater  economic  self-sufficiency. 

Objective:  Increase  access  to  affordable  child  care  for  low-income  working  families. 

4.1g.    FY  2003:  Increase  the  number  of  families  working  and/or  pursuing 

training/education  with  support  of  CCDF  subsidies  from  the  FY 1998  baseline 
(target  number  expressed  in  millions).  (Dropped) 

Data  Source:  Child  Care  Quarterly  Case  Level  Report,  ACF  801,  Item  #6, 
Response  1, 2,  or  3. 

The  average  monthly  number  of  children  is  extrapolated  based  on  the  ratio  of  children  to  families 
in  the  data.  As  a  result,  4. lg  and  4.1a  (to  be  replaced  by  4. Id)  provide  essentially  duplicate 
information,  therefore,  this  measure  is  being  dropped  for  FY  2003.  Data  about  the  number  of 
families  working  and/or  pursuing  training/education  with  support  of  CCDF  subsidies  will 
continue  to  be  available  through  the  Child  Care  Bureau. 
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Developmental  Measure 

4.1 h.    FY  2004:  Increase  the  number  of  States  that  serve  all  low-income  working 

families  without  regard  to  their  connection  with  TANF  and  without  waiting  lists 
from  the  FY 2003  baseline. 

Data  Source:  Under  development  Biennially,  data  will  be  obtained  through  the 
revised  State  Plan  Preprint.  In  alternate  years,  States  will  be  required  to  submit 
the  information  as  an  addendum  to  the  Annual  Aggregate  Report,  ACF-800. 
(Subject  to  OMB  approval.) 

This  measure  assesses  State  efforts  to  make  policy  choices  that  avoid  perverse  incentives  for 
low-income  working  families  who  are  not  connected  with  TANF.  It  also  measures  how  well 
States  are  supporting  work  by  managing  their  programs  without  waiting  lists. 
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Strategic  Goal  2:  Improve  Healthy  Development,  Safety 
And  Well-being  Of  Children  And  Youth 

rationale 

America's  future  -  its  civil  society,  economy  and  social  fabric  -  depends  upon  how  well  the 
nation  protects  and  nurtures  its  children.  In  ACF,  Head  Start,  child  care,  child  welfare,  youth  and 
TANF  programs  together  provide  a  broad  range  of  services  that  contribute  to  cognitive  and 
social  development,  school  readiness,  health  and  safety  of  children  and  youth. 

The  request  for  an  increase  of  $148  million  for  Head  Start  will  maintain  current  service  levels 
and  increase  enrollment  of  Head  Start  children.  The  FY  2004  Head  Start  reauthorization  proposal 
will  provide  greater  flexibility  to  target  dollars  and  will  reallocate  resources  to  serve  a  greater 
number  of  low-income  children  and  families.  The  request  for  an  increase  of  $25  million  will 
provide  competitive  grants  to  State  and  local  organizations  to  mentor  children  of  prisoners. 

The  President's  welfare  reauthorization  proposal  would  make  child  well-being  an  explicit  goal  of 
welfare  reform.  Activities  under  this  new  goal  would  include  funding  demonstrations  and 
research  to  promote  healthy  marriages  and  family  formation.  These  funds  will  be  provided  to 
faith-based  and  community  organizations  and  will  fund  projects  of  national  significance  focusing 
on  public  education  and  awareness,  the  use  of  mass  media  campaigns  and  the  development  of 
best  practices,  research  and  technical  assistance. 

ACF  provides  leadership  and  support  for  programs  across  the  Nation  that  shelter  runaway  and 
homeless  youth  and  promote  positive  youth  development  These  programs  help  the  nation's 
young  people  to  meet  the  challenges  of  adolescence  and  grow  into  adulthood. 

objectives  and  major  program  areas 

5.  Promote  early  childhood  development 

Child  Care:  Quality 
Head  Start 

6.  Increase  safety,  permanency,  and  well-being  of  children  and  youth 
Child  Welfare 

Developmental  Disabilities:  Health 
Youth  Programs 

Temporary  Assistance  for  Needy  Families:  Child  Well-Being 
5.       PROMOTE  EARLY  CHILDHOOD  DEVELOPMENT 

Approach  for  the  Strategic  Objective:  Provide  high  quality  early  childhood  programs,  such  as 
Head  Start  or  accredited  child  care  programs,  so  that  early  childhood  experiences  enhance 
children's  development  and  school  readiness. 
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5.1      CHILD  CARE:  QUALITY 
Program  Purpose  and  Legislative  Intent 

Since  the  passage  of  PRWORA,  one  quarter  of  one  percent  of  the  CCDF  has  been  set-aside  for 
technical  assistance  (TA).  The  Bureau's  TA  efforts  have  included  targeted  TA  and  support  to 
States  in  systems  development.  The  Bureau  has  placed  particular  emphasis  on  helping  States  to 
collect,  report,  and  manage  child  care  data;  improve  quality;  and  meet  Federal  requirements  for 
reporting  and  educate  consumers. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  The  quality  of  child  care  services  and  developmental  outcomes  for  children  will 
improve  over  time. 

Objective:  Increase  quality  as  recognized  by  national  accreditation  and  certification. 

5.1a.  Increase  by  one  percent  (95)  the 
number  of  regulated  child  care  centers 
and  homes  nationwide  accredited  by  a 
nationally  recognized  early  childhood 
development  professional  organization 
from  the  CY  2000  baseline. 

CY04:  9,917 
CY  03:  9,822 
CY02:  9,725 
CYOl:  9,630 
CY00:NA 

CY04: 
CY03: 
CY02:  12/03 
CYOl:  9237 
CYOO:  9,535 

Px80 

HHS 
7.2 

5.1b.  Increase  by  eight  percent  over  the 
previous  year  the  number  of  Child 
Development  Associate  credentials 
awarded  nationwide. 

CY  03:  Dropped 
CY02:  150,044 
CYOl:  138,125 
CY  00:  NA 

CY02: 12/03 
CYOl:  138,930 
CYOO:  127,893 
CY99: 112,130 

Px81 

Objective:  Increase  child  care  quality  through  incentives. 

5.1c.  Increase  the  number  of  States  that 
encourage  provider  training  and 
education  through  bonuses  or  other 
compensation.  (Developmental) 

FY  04: 
FY  03:  NA 

FY  04: 

FY  03:  Baseline 

Px81 

Objective:  Increase  the  basic  health,  safety  and  quality  of  child  care. 

5.  Id.  Maintain  the  number  of  States  and 
Territories  conducting  unannounced 
inspections  of  regulated  providers  from 
the  FY  2000  baseline.* 

FY  03:  Dropped 
FY  02: 51 
FY  01:  NA 

FY  02:  12/03 
FY  01:  47 
FY  00:  43 

Fx  82 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

Baseline 

*N=56  (50  States,  the  District  of  Columbia,  and  five  Territories) 

PROGRAM  DESCRIPTION  AND  CONTEXT 


In  ACF's  efforts  to  break  the  cycle  of  poverty  and  dependency,  it  is  essential  to  focus  both  on 
parents  and  the  next  generation.  Parents  are  more  likely  to  succeed  in  employment  and  self- 
sufficiency  if  they  have  confidence  in  their  child  care  arrangements.  Beyond  issues  of  health  and 
safety,  child  care  impacts  the  cognitive,  emotional,  and  social  development  of  children. 

The  Bureau  works  with  State  administrators,  professional  groups,  service  providers,  and  others 
on  the  following  objectives:  identify  elements  of  quality  and  appropriate  measures;  inform 
States,  professional  organizations,  and  parents  about  the  constituents  of  child  cate  quality; 
influence  the  training  and  credentialing  of  child  care  workers  and  accreditation  of  child  care 
facilities;  improve  linkages  with  health  care  services  and  Head  Start;  and  take  steps  to  improve 
the  quality  of  child  care  nationally.  (See  also  information  under  Strategic  Goal  1,  Child  Care 
Affordability.) 

The  Bureau  works  to  expand  partnerships  with  States  and  among  early  childhood  programs  to 
improve  quality  in  early  care  and  education.  With  their  infant  and  toddler  earmarks,  States  are 
recruiting  additional  caregivers;  providing  health  outreach,  including  training  and  consultation; 
offering  incentives  for  provider  accreditation  and  training;  and  sponsoring  specialized  training 
for  infant  and  toddler  caregivers.  A  number  of  States  have  implemented  initiatives  to  improve 
the  supply  and  quality  of  infant  and  toddler  care — some  through  partnerships  with  Early  Head 
Start. 

With  CCDF  monies,  including  funds  earmarked  for  school-age  care  and  resource  and  referral, 
States  reported  efforts  to  improve  both  the  supply  and  quality  of  school-age  care.  These  efforts 
include  incentives  for  providers  seeking  accreditation,  specialized  curriculum  development, 
grants  to  programs  seeking  to  improve  the  quality  of  their  services,  and  development  of 
specialized  licensing  standards  for  school-age  programs.  In  many  States,  efforts  to  improve  the 
quality  and  supply  of  school-age  care  target  low-income  neighborhoods,  and  non-English 
speaking  populations. 

In  addition  to  the  earmarks,  States  are  required  to  spend  at  least  four  percent  of  CCDF  funds  to 
improve  the  quality  and  availability  of  child  care  and  offer  additional  services  to  parents,  such  as 
resource  and  referral  counseling  on  selecting  appropriate  child  care  providers. 

In  FY  2001,  the  Bureau  awarded  $2.5  million  in  discretionary  grant  funds  appropriated  to  ACF 
for  Technical  Assistance  to  Improve  Child  Care  Facilities.  (Funds  for  this  purpose  were  not 
appropriated  in  FY  2002.)  Nine  grantees  around  the  country  are  providing  technical  assistance  to 
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child  care  providers  to  improve  the  quality  and  supply  of  child  care  facilities,  including  child 
care  for  infants  and  toddlers  and  children  with  disabilities.  A  cooperative  agreement  was 
awarded  to  a  university  and  its  consortium  of  universities  and  early  childhood  organizations  for 
the  Center  on  the  Social  and  Emotional  Foundations  for  Early  learning.  The  purpose  of  this  five- 
year  project  is  to  support  the  development  of  a  national  center  to  assist  Head  Start  and  child  care 
programs  to  identify  and  implement  practices  that  demonstrate  effectiveness  in  promoting 
children's  social  and  emotional  competence.  In  FY  2001,  the  Child  Care  Bureau  also  awarded  26 
new  discretionary  grants  to  local  councils  under  the  Early  Learning  Opportunities  Act  (ELOA). 
Another  group  of  31  ELOA  grants  was  awarded  in  FY  2002.  The  Bureau  is  working  with  the  FY 
2001  and  2002  ELOA  grantees  to  advance  early  learning  and  literacy  and  to  assist  them  in 
evaluating  the  outcomes  of  their  efforts. 

As  described  under  Strategic  Goal  1,  the  Bureau  provides  technical  assistance  and  support  to 
grantees  in  implementing  CCDF.  Directly,  and  through  its  technical  assistance  contractors,  the 
Bureau  informs  States  about  successful  programs  and  models;  offers  on-site  consultation; 
facilitates  exchanges  among  peers;  and  sponsors  meetings,  conference  calls,  and  conferences 
designed  to  provide  training  and  peer  linkages.  In  partnership  with  the  HHS  Maternal  and  Child 
Health  Bureau,  the  Bureau  sponsors  the  Healthy  Child  Care  America  campaign  to  develop  and 
strengthen  linkages  between  child  care  providers,  health  professionals,  and  families,  and. 
ultimately  to  improve  the  health  and  safety  of  children  in  child  care  settings. 

Program  Partnerships 

One  key  strategy  for  improving  the  quality  of  care,  as  well  as  its  affordability  and  availability,  is 
to  create  linkages  between  CCDF,  early  childhood  programs  and  other  agencies  that  provide 
crucial  services  to  children  and  families.  The  Bureau  has  actively  promoted  collaboration 
through  policy  and  technical  assistance.  In  their  biennial  CCDF  Plans,  States  are  required  to 
discuss  both  the  coordination  and  collaboration  that  occurred  in  developing  their  plans  and  the 
results  of  that  collaboration.  The  Bureau  will  monitor  State  progress  toward  the  goal  of 
collaboration  through  the  State  reports.  As  indicated  in  section  4.1,  States  submitted  new  plans 
on  July  1, 2001,  for  the  two-year  period  beginning  October  1, 2001. 

In  addition,  the  Bureau  coordinates  with  partners  in  ACF,  HHS,  and  other  departments  to  address 
barriers  impeding  States'  efforts  to  provide  quality  services  to  children  and  families.  This 
coordination  includes  encouraging  grantees  to  provide  high  quality,  full-day,  full-year  early 
childhood  services  by  linking  CCDF  with  Head  Start  and  State  pre-kindergarten  programs.  The 
HHS  health  agencies  that  assist  with  attaining  health  targets  include  the  Maternal  and  Child 
Health  Bureau,  Community  Health  Centers,  the  Substance  Abuse  and  Mental  Health  Services 
Administration,  the  Centers  for  Medicare  and  Medicaid  Services,  and  their  constituencies.  The 
Bureau  works  with  the  Federal  Interagency  Coordinating  Council  (FICC)  and  others  to  ensure 
that  children  with  special  needs  who  are  eligible  for  CCDF  services  also  receive  assessments  and 
early  intervention  services.  In  2002,  the  FICC  and  the  Bureau  co-sponsored  two  policy  forums 
on  child  care  and  children  with  disabilities. 
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PROGRAM  PERFORMANCE  ANALYSIS 

States  continue  to  expand  their  innovative  uses  of  CCDF  quality  improvement  funds  to  assure 
more  children  are  cared  for  in  environments  that  support  their  developmental  needs.  In  their  FY 
2002-2003  CCDF  State  Plans,  States  reported  that  they  are  using  quality  funds  to  educate  parents 
about  making  good  child  care  choices;  to  provide  grants  and  loans  to  expand  the  number  and 
quality  of  child  care  slots;  to  increase  child  care  provider  wages,  benefits,  and  training;  and  to 
monitor  the  safety  and  quality  of  care. 

The  trend  continues  toward  States  implementing  systems  of  tiered  reimbursement  whereby 
providers  are  paid  more  if  they  can  demonstrate  that  they  offer  higher  quality  care.  In  their  Plans, 
29  States  indicated  that  they  provide  rate  differentials  for  various  levels  of  quality.  Most  States 
indicated  they  are  working  toward  a  system  of  professional  development  for  child  care  providers 
and  workers.  Nearly  a  dozen  States  have  implemented  the  North  Carolina  TEACH  model 
combining  professional  development  and  training  with  salary  enhancements.  State-funded  pre- 
kindergarten  programs  now  exist  in  42  States  and  nearly  all  States  reported  efforts  to  link  child 
care,  Head  Start,  and  pre-kindergarten  programs  more  closely  together. 

Performance  Report 

The  data  needed  for  reporting  performance  on  two  of  the  current  measures  related  to  child  care 
quality,  i.e.,  accreditation  of  facilities  (measure  5.1a)  and  the  Child  Development  Associate 
(measure  5.1b)  are  furnished  by  independent  national  bodies.  These  organizations  are  credible 
sources  of  information  about  provider  accreditation  and  certification.  The  Bureau  established  the 
baseline  for  measure  5.1a  with  CY  2000  data  from  the  National  Association  for  Family  Child 
Care,  the  National  Association  for  the  Education  of  Young  Children  (NY AEC),  and  the  National 
School- Age  Care  Alliance.  Based  on  their  combined  data,  there  were  9,237  accredited  child  care 
facilities  nationwide  in  CY  2001 .  It  is  unclear  whether  the  changes  in  the  NAEYC  accreditation 
system  resulted  in  the  decrease  in  accredited  facilities  between  CY  2000  and  2001.  5.1a 
measures  the  number  of  accredited  facilities  in  relationship  to  the  number  of  regulated  child  care 
centers  and  homes,  as  reported  by  the  organizations  listed  above  and  the  Children's  Foundation. 
(The  2001  Child  Care  Center  Licensing  Study). 

The  NAEYC,  one  of  several  accrediting  organizations  reported  6,830  NAEYC-accredited  child 
care  facilities  in  1999  and  8,332  in  2000.  According  to  the  National  School- Age  Care  Alliance 
(NSACA),  21 1  of  its  member  child  care  facilities  were  accredited  in  2000.  Therefore,  of  an 
estimated  106,246  regulated  child  care  centers,  8,543  were  accredited  in  2000  through  NAEYC 
and  NSACA.  In  addition,  992  of  the  290,667  regulated  family  and  group  child  care  homes 
reported  by  the  Children's  Foundation  were  accredited  through  the  National  Association  for 
Family  Child  Care  in  2000. 

The  NAEYC  is  revising  its  accreditation  system.  The  new  system  will  be  announced  in 
November  2002  and  is  scheduled  to  be  operational  in  2005.  The  effects  of  this  new  system  on 
measure  5.1a  cannot  be  determined  at  this  time.  However,  the  impact  could  be  substantial 
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because  NAEYC  accredits  a  larger  proportion  of  child  care  facilities  annually  than  do  the  two 
other  accrediting  organizations  that  are  sources  of  data  for  measure  5.1a. 

Providing  an  accurate  count  of  the  total  number  of  child  care  workers  is  also  difficult.  No 
reliable  estimate  of  the  number  of  such  workers  exists.  The  ability  to  provide  the  total  number  of 
workers  is  hampered  by  several  factors;  e.g.,  no  common  definition  exists  for  the  term  "child 
care  worker."  The  Bureau  of  Labor  Statistics'  National  Industry-Occupation  Employment  Matrix 
includes  at  least  three  employee  categories  applicable  to  child  care  workers  and  omits  some 
obvious  providers  such  as  the  self-employed.  In  FY  2002,  the  Child  Care  Bureau  funded  two 
grants  designed  to  increase  knowledge  about  child  care  providers  and  staff. 

The  Council  for  Early  Childhood  Professional  Recognition  awards  Child  Development  Associate 
(CD A)  credentials  to  individual  child  care  workers  (measure  5.1b).  In  calendar  year  (CY)  2000, 
the  Academy  reported  127,893  individuals  with  CDA  credentials  and  138,930  in  CY  2001,  an 
increase  of  1 1,037  or  8.6  percent. 

Data  Issues 

As  discussed  in  Strategic  Goal  1,  the  Bureau  has  worked  with  States  and  Territories  for  several 
years  to  develop  appropriate  and  achievable  program  goals  and  measures.  The  goals  and 
measures  in  this  document  reflect  the  consensus-building  and  participatory  process. 

Some  of  these  child  care  quality  performance  measures  require  new  reporting  and/or  data 
gathering  methods,  including  obtaining  information  from  national  organizations.  The  Bureau 
intends  to  address  these  data  issues  in  several  ways.  Information  relevant  to  measures  already 
included  in  State  Plans  will  be  used  to  help  tell  the  performance  story.  The  State  Plan  Preprint 
submitted  biennially  by  States  has  been,  or  will  be,  amended  to  include  additional  items  related 
to  the  Bureau's  performance  measures. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  The  quality  of  child  care  services  and  developmental  outcomes  for 
children  will  improve  over  time. 

Objective:  Increase  quality  as  recognized  by  national  accreditation  and  certification. 

5.1a.    FY  2003:  Increase  by  an  additional  one  percent  the  number  of  regulated  child 
care  centers  and  homes  nationwide  accredited  by  nationally  recognized  early 
childhood  development  professional  organizations  and  accrediting  entities  from 
the  CY200O  baseline. 

FY  2004;  Increase  by  an  additional  one  percent  the  number  of  regulated  child 
care  centers  and  homes  nationwide  accredited  by  nationally  rmognized  early 
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childhood  development  professional  organizations  and  accrediting  entities  from 
the  CY 2000  baseline. 

Data  Source:  National  Association  for  Family  Child  Care,  the  National 
Association  for  the  Education  of  Young  Children,  and  the  National 
School-Age  Care  Alliance. 

The  above  performance  goal  is  an  indicator  of  quality  improvement.  Accreditation  of  child  care 
facilities  has  been  linked  to  better  outcomes  for  children  and  is  increasingly  accepted  as  a  marker 
of  good  quality  care.  Several  States  use  CCDF  quality  improvement  funds  in  various  ways  to 
support  accreditation  for  child  care  centers  and  homes. 

Through  intense  efforts  with  program  stakeholders  to  explore  alternative  ways  to  measure 
progress  toward  improving  the  quality  of  child  care  services,  the  goals  in  this  section  have  been 
developed  to  address  child  health,  safety,  and  development  This  is  done  through  inspection  and 
monitoring  of  child  care  facilities,  as  well  as  incentives  for  program  accreditation  and  staff 
training. 

5.1b.    FY  2003:  Increase  by  eight  percent  over  the  previous  year  the  number  of  Child 
Development  Associate  credentials  awarded  nationwide.  (Dropped) 

Given  that  the  CDA  is  only  one  approach  to  provider  education  and  training,  the  Bureau  is 
dropping  this  measure  in  FY  2003  in  favor  of  5.1c,  which  recognizes  both  training  and 
compensation  issues  for  providers. 

Objective:  Increase  child  care  quality  through  incentives. 

5.1c  FY  2004;  Increase  the  number  of  States  that  encourage  provider  training  and 
education  through  bonuses  or  other  compensation  from  the  FY 2003  baseline. 
(Developmental) 

Data  Source.  Biennially,  data  could  be  obtained  by  revising  the  State  Plan 
Preprint.  In  alternate  years,  States  could  be  required  to  submit  the  information  as 
an  addendum  to  the  Annual  Aggregate  Report,  ACF-800.  (Subject  to  OMB 
approval.) 

This  new  measure  assesses  State  efforts  to  encourage  or  require  increased  provider  training. 
Given  the  association  that  exists  in  research  between  provider  training/compensation,  child  care 
quality,  and  outcomes  for  children,  this  measure  serves  as  a  proxy  for  quality  and  outcomes  for 
children.  Longer-term,  in  connection  with  reauthorization  of  the  CCDF  and  Good  Start  Grow 
Smart,  the  Bureau  will  consult  with  States  and  others  about  a  more  direct  approach  to  assessing 
child  outcomes,  which  could  include  a  measure  based  on  State  assessment  of  school  readiness  at 
kindergarten  entry. 

Objective:  Increase  the  basic  health,  safety  and  quality  of  child  care. 
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5.  Id.    FY  2003;  Increase  the  number  of  States  and  Territories  conducting 

unannounced  inspections  of  regulated  providers  from  the  FY 2000  baseline. 
(Dropped) 

Measure  5.  Id  is  being  dropped  because  research  suggests  that  conducting  unannounced  visits 
indiscriminately  on  all  providers  is  probably  not  the  best  use  of  limited  State  resources. 
Unannounced  visits  appear  to  be  most  useful  with  providers  who  have  a  history  of  low 
compliance  with  regulations. 

5.2      HEAD  START 

Program  Purpose  and  Legislative  Intent 

The  purpose  of  Head  Start  is  to  provide  comprehensive  child  development  services  to  children 
and  families.  This  is  achieved  through  grants  to  local  public  and  private  non-profit  and  for-profit 
agencies.  Head  Start  is  authorized  under  Section  639  of  the  Head  Start  Act,  as  amended. 
Intended  primarily  for  preschoolers  from  low-income  families,  Head  Start  promotes  school 
readiness  by  enhancing  the  social  and  cognitive  development  of  children  through  the  provision 
of  educational,  health,  nutritional,  social  and  other  services.  Head  Start  programs  emphasize 
cognitive,  language  and  socio-emotional  development  to  enable  each  child  to  develop  and 
function  at  his  or  her  highest  potential.  Head  Start  engages  parents  in  their  children's  learning 
and  helps  them  in  making  progress  toward  their  educational,  literacy  and  employment  goals. 

In  FY  1995,  the  Early  Head  Start  program  was  established  in  recognition  of  mounting  evidence 
that  the  earliest  years,  from  birth  to  three  years  of  age,  matter  a  great  deal  to  children's  growth 
and  development.  It  is  estimated  that  during  FY  2004, 62,400  children  will  be  enrolled  in  Early 
Head  Start  programs. 


Summary  Table 


Reference 
(page  #  in 
printed 
document) 

Performance  Measures 

Targets 

Actual 
Performance 

PROGRAM  GOAL:  Enhance  Children's  Growth  and  Development. 

Objectives: 

(1)  Children  demonstrate  improved  emergent  literacy,  numeracy  and  language  skills,  and 

(2)  Children  demonstrate  improved  general  cognitive  skills. 

5.2a.  Achieve  at  least  an  average  34 
percent  gain  (12  scale  points)  in 
word  knowledge  for  children 
completing  the  Head  Start  program. 

FY  04:  34% 
FY  03:  32% 

FY  04 
FY  03 

Px92 

FY  02:  32% 
FY01:  10 
FY  00:  NA 

FY  02 
FY  01 
FY  00 

10  (32%) 
10  (32%) 
10  (32%) 

HHS 
7.2 

5.2b.  Achieve  at  least  an  average  52 

FY  04:  52% 
FY  03: 43% 

FY  04 
FY  03 

Px92 
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percent  gain  (4  scale  points)  in 
mathematical  skills  for  children 
completing  the  Head  Start  program. 

FY  02:  43% 
FY01:  3 
FY  00:  NA 

FY  02:  3  (43%) 
FY  01:  3  (43%) 
FY  00:  3  (43%) 

HHS 
7.2 

52c.  Achieve  at  least  an  average  70 
percent  gain  (3.4  scale  points)  in 
letter  identification  for  children 
completing  the  Head  Start  program. 

FY  04:  70% 
FY  03:  70% 
FY  02:  70% 
FY  01:  3.4 
FY  00:  NA 

FY  04: 
FY  03: 

FY  02:  2  (38%) 
FY  01: 2  (38%) 
FY  00: 1.5  (35%) 

Px92 

HHS 

7.2 

Objective:  (3)  Children  demonstrate  improved  gross  and  fine  motor  skills. 

5  2d.  Achieve  at  least  an  average  43 
percent  gain  (1 24  scale  points)  in 
fine  motor  skills  for  children 
completing  the  Head  Start  program. 

FY  04:  43% 
FY  03: 43% 
FY  02: 43% 
FY  01:  124 
FY  00:  NA 

FY  04: 
FY  03: 

FY  02:  1.05  (34%) 
FY  01:  1.05(34%) 
FY  00:  1.05  (34%) 

Fx  92 

HHS 

7.2 

Objectives: 

(4)  Children  demonstrate  improved  positive  attitudes  toward  learning. 

(5)  Children  demonstrate  improved  social  behavior  and  emotional  well-being. 

5.2e.  Achieve  at  least  an  average  14 
percent  gain  (2  scale  points)  in 
social  skills  for  children  completing 
the  Head  Start  program. 

FY  04: 14% 
FY  03:  10% 
FY  02:  10% 
FY  01:  1.4 
FY  00:  NA 

FY  04: 
FY  03: 

FY  02:  1.9(13%) 
FY  01:  1.9(13%) 
FY  00:  1.4(10%) 

Px92 

HHS 

7.2 

Objective:  (6)  Children  demonstrate  improved  physical  health. 

52f.  Achieve  goal  of  at  least  80 
percent  of  children  completing  the 
Head  Start  program  rated  by  parent 
as  being  in  excellent  or  very  good 
health. 

FY  04:  80% 
FY  03:  80% 
FY  02:  80% 
FY  01:  80% 
FY  00:  NA 

FY  04: 
FY  03: 
FY  02:  79% 
FY  01:  79% 
FY  00:  77% 

Px92 

PROGRAM  GOAL:  Strengthen  Families 

Objective:  (1)  Head  Start  parents  demonstrate  improved  parenting  skills. 

5.2g.  Achieve  goal  of  at  least  70 
percent  the  percentage  of  parents 

FY  04:  70% 

FY  04: 

Px93 

FY  03:  70% 
FY  02:  70% 

FY  03: 
FY  02:  69% 

HHS 

who  report  reading  to  child  three 
times  per  week  or  more. 

FY  01:  70% 
FY  00:  NA 

FY  01:  69% 
FY  00:  66% 

7.2 

Objectives: 

(2)  Parents  improve  their  self-concept  and  emotional  well-being. 

(3)  Parents  make  progress  toward  their  educational,  literacy  and  employment  goals. 

52h.  Maintain  the  percentage  of 
Head  Start  employees  who  are 
parents  of  Head  Start  children. 

FY  04:  30% 
FY  03:  30% 
FY  02:  30% 

FY  04: 
FY  03: 
FY  02:  28% 

Px93 

FY  01:  30% 
FY  00:  30% 

FY  01:  29% 
FY  00:  30.9% 
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FY  99:  30% 


FY  99:  30.6% 
FY  98:  29% 


Head  Stan  employed  approximately  193,350  staff  members.  Of  these  54.600  are  parents  of  Head  Start  children. 
PROGRAM  GOAL:  Children  receive  educational  services. 


Objective:  (1)  Programs  provide  developmentalfy  appropriate  educational  environments. 


5.2i.  increase  the  percentage  of 
classroom  teachers  with  a  degree  in 
early  childhood  education  (ECE),  a 
child  development  associate 
credential,  a  State-awarded 
preschool  certificate,  a  degree  in  a 
field  related  to  ECE  plus  a  State- 
awarded  certificate  or  who  are  in 
CDA  training  and  have  been  given  a 
1 80-day  waiver,  consistent  with  the 
provisions  of  Section  648A(a)(l)  of 
the  Head  Start  Act 


FY  04:  100% 
FY  03:  100% 
FY  02:  100% 
FY  01:  100% 
FY  00:  100% 
FY  99:  100% 


FY  04: 
FY  03: 
FY  02:  90% 
FY  01:  86% 
FY  00:  94% 
FY  99:  93% 
FY  98:  95% 


Px93 

HHS 
7.2 


5.2j.  Increase  the  percentage  of 
teachers  with  AA,  BA,  Advanced 
Degree  or  a  degree  in  a  field  related 
to  early  childhood  education 


FY  04:  50% 
FY  03:  50% 
FY  02:  47% 


FY  04: 
FY  03: 
FY  02:  51% 
FY  01:  45% 
FY  00: 41% 
FY  99:  37% 
FY  98:  32% 
FY  97:  33% 


Px93 

HHS 

7.2 


24,797  Head  Start  teachers  have  an  Associate  Degree  or  better.  An  additional  10,565  teachers  are  enrolled  in  degree  programs. 
Objective:  (2)  Staff  interact  with  children  in  a  skilled  and  sensitive  manner. 


52k.  Maintain  the  average  lead 
teacher  score  on  an  observational 
measure  of  teacher-child  interaction. 


FY  04:  73 
FY  03:  73 
FY  02:  73 
FY  01:  73 
FY  00:  NA 


FY  04: 
FY  03: 
FY  02:  72 
FY  01:  72 
FY  00:  73 


Px94 

HHS 
7.2 


PROGRAM  GOAL:  Children  in  Head  Start  receive  health  and  nutritional  services.  * 


Objective:  Children  in  Head  Start  receive  needed  medical,  dental  and  mental  health  services. 


5.21.  increase  the  percentage  of 
Head  Start  children  who  receive 
necessary  medical  treatment  after 
being  identified  as  needing  medical 
treatment. 

FY  04:  97% 
FY  03:  97% 
FY  02:  94% 
FY  01:  92% 
FY  00:  90% 
FY  99:  88% 

FY  04: 
FY  03: 
FY  02:  89% 
FY  01:  88% 
FY  00:  88% 
FY  99:  87% 
FY  98:  88% 

Px94 

HHS 

3.2 

807,959  children  were  up-to-date  on  a  schedule  of  age  appropriate  preventive  and  primary  health  care.  171,190  children 
received  medical  treatment  as  a  result  of  a  diagnosed  health  condition. 

52m.  Maintain  the  percentage  of 
Head  Start  children  who  receive 

FY  04:  95% 
FY  03:  95% 

FY  04: 
FY  03: 

Px94 
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necessary  dental  treatment  after 
being  identified  as  needing  dental 
treatment 

FY  02:  90% 
FY  01:  90% 

FY  02:  76% 
FY  01:  77% 

HHS 

FY  00:  90% 
FY  99:  96% 

FY  00:  78% 
FY  99:  81% 
FY  98:  83% 

3.2 

157,191  children  received  or  are  receiving  den 

rtal  treatment  as  a  result  of  an  ex 

imination  and  diagnosis. 

FY  04:  90% 

FY  04: 

Px94 

52n.  Increase  the  percentage  of 
Head  Start  children  who  receive 
necessary  treatment  for  emotional  or 
behavioral  problems  after  being 
identified  as  needing  such  treatment. 

FY  03:  90% 
FY  02:  85% 
FY  01:  83% 
FY  00:  81% 
FY  99:  81% 

FY  03: 
FY  02:  74% 
FY  01:  77% 
FY  00:  77% 
FY  99:  75% 
FY  98:  75% 

HHS 
3.5 

Of  the  children  referred  for  mental  health  services  outside  the  Head  Start  program,  1 5,544  received  treatment. 

NEW  EVALUATION  MEASURES 

5.2o.  Percentage  of  all  Head  Start 
grantees  that  are  reporting  child 
outcome  data  using  the  National 
Reporting  System.  (Developmental) 

FY  04:  NA 

FY  04:  Baseline 

Px95 

5.2p.  Proportion  of  Head  Start 
grantees,  using  the  National 
Reporting  System,  that  meet  or 
exceed  numerical  targets  in  selected 
dimensions  of  school  readiness. 
(Developmental) 

FY  04:  NA 

FY  04:  Baseline 

Px95 

HHS 

7.2 

Total  Funding  for  All  Head  Start 
Programs  (dollars  in  millions) 

FY  04:  $6815.6 

FY  03:  $6667.5 
FY  02:  $6537.0 
FY  01:  $6199.8 
FY  00:  $3866.2 
FY  99:  $4658.1 

See  detailed  Budget  Linkage  Table  in 
Part  I  for  line  kerns  included  in  funding 
totals. 

PROGRAM  DESCRIPTION  AND  CONTEXT 


In  2002,  more  than  912,000  children  were  enrolled  in  Head  Start  programs.  These  programs 
operated  18,500  centers  with  49,800  classrooms.  Of  the  children  served,  34.5  percent  are 
African-American;  30.4  percent  are  White;  28.7  percent  are  Hispanic;  3.3  percent  are  American 
Indian;  and  2.0  percent  are  Asian. 

Sixty-four  percent  of  all  Head  Start  programs  enrolled  children  from  more  than  one  dominant 
language  and  20  percent  enrolled  children  from  four  or  more  dominant  language  groups.  Head 
Start  programs  endeavor  to  meet  the  needs  of  diverse  communities  and  cultures  in  America. 
Head  Start  enrolls  and  serves  children  in  a  myriad  of  settings,  primarily  community-based 
organizations  operating  north  and  south  from  Florida  to  Alaska,  and  east  to  west  from  Puerto 
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Rico  to  Micronesia  through  a  network  of  1,565  largely  community  based  program  grantees.  In 
FY  2004,  Head  Start  is  projecting  that  it  will  increase  enrollment  levels  to  923,000  children. 

More  than  244,000  Head  Start  children  speak  a  language  other  than  English.  Besides  staffing 
Head  Start  centers  with  staff  speaking  the  same  language  as  the  children  enrolled,  Head  Start 
provides  special  programs  for  special  populations.  In  FY  2002,  Head  Start  served  more  than 
121,000  children  with  disabilities,  12  percent  of  the  total  enrollment  Disabilities  included  visual 
hearing,  speech,  and  health  impairments,  mental  retardation,  serious  emotional  disturbances, 
specific  learning  usabilities,  and  developmental  delays. 

The  basic  philosophy  guiding  the  Head  Start  program  is  that  children  benefit  from  quality  early 
childhood  experiences  and  that  effective  intervention  can  be  accomplished  through  high  quality 
comprehensive  services  for  children.  Head  Start  supports  families  by  providing  direct  and 
referral  services  when  needed  and  fosters  community  involvement,  especially  in  providing  health 
and  social  services  for  enrolled  children  and  their  families.  Almost  30  percent  of  Head  Start 
program  employees  are  parents  of  Head  Start  children. 

Head  Start  continues  to  emphasize  its  role  as  a  national  laboratory  to  test  and  refine  educational 
approaches,  and  to  use  child  outcomes  to  help  guide  program  development.  Recognition  of 
emerging  research,  changing  needs  and  developing  trends  enable  the  Head  Start  Bureau  to  make 
resources  available  for  targeted  programmatic  improvements.  Head  Start  conducts  research, 
demonstration,  and  evaluation  activities  to  test  innovative  program  models  and  to  assess  program 
effectiveness.  During  the  first  nine  months  of  FY  2002  Head  Start  selected  and  allocated  funds  to 
successful  competing  applicants  who  will  enrolled  6,742  additional  children  in  the  Early  Head 
Start  programs.  This  is  a  key  area  of  focus  as  research  demonstrates  the  critical  dgnificance  of 
very  early  childhood  as  a  time  for  laying  the  foundations  necessary  for  optimal  future 
development 

In  response  to  the  legislative  mandate,  substantial  resources  were  allocated  during  the  first  nine 
months  of  FY  2002  to  upgrade  the  credentials  of  Head  Start  classroom  teachers.  More  than  S80 
million  in  annual  funding  was  earmarked  to  pay  for  teacher  training  and  to  continue  to  increase 
staff  compensation.  Grantees  were  required  to  develop  plans  for  using  their  allocation  to  increase 
the  numbers  of  teachers  with  degrees,  a  factor  which  research  indicates  is  strongly  associated 
with  positive  child  outcomes.  Additionally,  significant  resource  allocations  have  been  targeted  to 
train  thousands  of  Head  Start  teachers  in  effective  methods  for  implementing  literacy  curricula  in 
Head  Start  programs  across  the  country  (see  performance  measures  5.2a  and  5.2c).  This  activity, 
Project  Step,  conducted  in  concert  with  a  Presidential  initiative,  began  in  FY  2002. 

Project  Step  is  not  a  curriculum;  it  is  a  professional  training  program  to  enhance  the  work  going 
on  in  Head  Start  programs.  Project  STEP  provides  nationwide  research-based  literacy  training  to 
all  Head  Start  programs,  builds  on  existing  quality  improvement  and  professional  development 
efforts;  and  creates  a  consistent  foundation  of  staff  knowledge  and  skills  in  early  literacy  to 
enhance  die  locally  designated  curriculum  and  staff  development  efforts.  During  four-day 
training  conferences,  teachers  receive  32  hours  of  research-based  training  to  support  grantee- 
designated  Early  Literacy  Specialists.  Their  training  includes  instruction  on  approaches  to 
teaching  strategies,  optimum  classroom  arrangements,  and  the  use  and  placement  of  materials  to 
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promote  children's  literacy  and  language  learning.  Ultimately,  more  than  50,000  Head  Start  staff 
will  be  trained  and  there  will  be  a  literacy-enriched  environment  in  all  programs. 

Health:  Head  Start  emphasizes  the  importance  of  the  early  identification  of  health  problems. 
Every  child  is  in  a  comprehensive  health  program  that  includes  immunizations,  medical,  dental, 
and  mental  health,  and  nutritional  services.  Basic  to  the  philosophy  of  the  Head  Start  program  is 
that  healthy  children  will  be  better  able  to  learn.  Head  Start  made  funds  available  to  programs  to 
assist  in  meeting  the  costs  of  critical  dental  treatment  for  children  in  communities  where 
Medicaid-funded  dental  services  are  difficult  or  impossible  to  access  (see  performance  measure 
5.2m).  This  will  result  in  more  Head  Start  children  receiving  needed  dental  treatment.  Research 
shows  that  for  optimal  learning  to  occur,  children's  physical  health  and  well-being  are  essential 

Head  Start  Program  Monitoring:  Head  Start's  legislation  requires  a  team  led  by  a  Federal 
representative  to  examine  Head  Start  program  performance  standard  compliance  at  least  every 
three  years  for  each  program-  ACF  regional  office  and  central  office  staff  conduct  more  than  500 
on-site  reviews  each  year. 

Other  Information  and  Management  Systems:  All  local  programs  receiving  Head  Start  funds  are 
required  to  submit  an  annual  Program  Information  Report  tracking  program  participation 
statistics  such  as  the  age  of  children,  the  kind  of  education  program  they  receive,  and  the 
medical,  dental  and  mental  health  services  the  children  receive.  Annual  one-time  questions 
capture  information  about  children's  families  and  the  kind  of  support  services  required  such  as 
job  training,  education,  housing,  counseling  and  other  community  based  services.  Head  Start's 
new  application  includes  a  component  which  tracks  costs  hourly,  daily  and  annually  across 
service  components  and  allows  judgments  to  be  made  by  Federal  officials  about  the 
reasonableness  of  a  Head  Start  grantee's  proposed  costs. 

Head  Start  Training  &  Technical  Assistance  Network  and  Quality  Improvement  Centers:  Head 
Start  makes  a  substantial  annual  investment  to  support  regional  and  sub-regional  Head  Start 
quality  improvement  centers.  The  national  Early  Head  Start  Resource  Center  for  leadership  and 
support  provides  training  and  technical  assistance  for  programs  enrolling  infant,  toddlers  and 
pregnant  women.  All  training  and  technical  assistance  services  foster  collaboration  between 
community  agencies,  governments,  academic  institutions  and  Head  Start  programs.  Head  Start 
sets  aside  funds  for  training  and  technical  assistance  to  help  local  projects  meet  the  Head  Start 
program  performance  standards  and  maintain  and  improve  the  quality  of  local  programs, 
emphasizing  early  literacy  and  school  readiness  and  improved  credentials  for  classroom  teachers. 

Program  Partnerships 

The  Adrninistration  for  Children  and  Families  and  the  Head  Start  Bureau  work  closely  with 
several  agencies  within  HHS,  the  Department  of  Education  and  other  agencies  and  institutions  of 
higher  learning  in  support  of  efforts  to  maintain  and  improve  the  quality  and  scope  of  Head  Start 
program  services. 
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•  Health  Resources  and  Services  Administration:  The  Head  Start  Bureau  signed  an  inter- 
agency agreement  to  support  the  provision  of  technical  expertise  in  the  area  of  oral  health  to 
both  the  Head  Start  Bureau  and  Regional  Offices. 

•  Public  Health  Service,  Maternal  and  Child  Health  Bureau:  Inter-agency  agreement  to  fund 
activities  of  the  National  Early  Hearing  Detection  and  Intervention  Technical  Assistance 
Centers  to  provide  expertise  in  hearing  screening,  diagnosis  and  intervention  services  to 
infants,  toddlers  and  young  children. 

•  Department  of  Education  and  National  Institutes  of  Health:  Early  Head  Start  Fathers  Study  to 
help  develop  strategies  to  involve  fathers  in  aspects  of  the  Early  Head  Start  program. 

•  Department  of  Education:  Collaboration  on  Early  Childhood  Longitudinal  Study, 
kindergarten  and  birth  cohorts,  to  increase  knowledge  about  predictors  of  school  readiness. 

•  National  Institute  of  Child  Health  and  Human  Development,  Department  of  Education  and 
the  National  Institute  of  Mental  Health:  Inter-agency  collaboration  on  research  initiative  to 
identify  child  development  interventions  to  promote  school  readiness. 

•  America  Reads  and  the  Department  of  Education:  to  develop  and  implement  literacy 
curricula  in  early  childhood  settings. 

•  Partnership  with  Office  of  Child  Support  Enforcement:  to  foster  collaboration  between  Head 
Start  and  OCSE  agencies  in  furthering  the  support  of  children. 

•  National  Center  on  Family  Literacy:  to  assist  Head  Start  in  developing  literacy  curricula. 

•  Historically  Black  Colleges  and  Universities,  Hispanic  Serving  Institutions  of  Higher 
Learning,  and  Indian  Controlled  Land  Grant  Colleges  and  Universities:  to  develop  faculty 
support  for  curricula  in  early  childhood  development  for  training  of  teachers. 

PROGRAM  PERFORMANCE  ANALYSIS 

Head  Start  sets  goals  and  measures  program  outcomes  for  children  related  to  children's  health, 
emergent  literacy,  numeracy  and  language  skills,  cognitive  skills,  gross  and  fine  motor  skills, 
attitudes  towards  learning,  social  behavior,  and  emotional  well-being  (selected  indicators  are 
reported  below).  Other  reported  indicators  include  parental  involvement  in  educational  activities, 
professional  development  of  teaching  staff,  observed  classroom  quality,  and  provision  of  needed 
physical,  dental,  and  mental  health  services. 

During  the  Head  Start  experience,  children  improve  the  cognitive  and  social  skills  that  indicate 
readiness  to  learn  more  in  kindergarten.  Head  Start's  Family  and  Child  Experiences  Survey 
(FACES)  uses  measures  of  child  performance  for  which  national  norms  are  available,  such  as  the 
Peabody  Picture  Vocabulary  Test  -  in  and  subtests  of  the  Woodcock-Johnson 
Psychoeducational  Battery-Revised.  Note  that  national  mean  scores  are  the  average  scores 
achieved  by  children  at  all  levels  of  income.  Head  Start  works  to  narrow  the  gap  between 
disadvantaged  children  and  all  children  in  school  readiness  skills  during  the  program  year. 

None  of  Head  Start's  48,000  classrooms  scored  below  a  minimal  level  of  quality,  unlike  many 
other  pre-school  and  child  care  settings.  Head  Start  classroom  quality  is  linked  to  child 
outcomes.  For  example,  children  score  higher  on  early  literacy  measures  when  they  experience 
richer  teacher-child  interaction,  more  language  learning  opportunities,  and  a  classroom  well 
equipped  with  learning  resources.  This  outcome,  among  others,  is  a  proxy  measure  of  the 


Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 


Page  MSB 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1758 


effectiveness  of  Head  Start's  national  training  and  technical  assistance  network  in  which 
substantial  funds  are  invested 

Performance  Report 

For  the  program  goal  "Enhance  children's  growth  and  development",  the  targets  have  been  set  to 
be  both  educationally  meaningful  and  realistically  achievable.  Head  Start's  Family  and  Child 
Experiences  Survey  (FACES),  a  longitudinal  study,  is  showing  encouraging  results.  The  most 
current  data  (2002)  indicate  that  Head  Start  children  completing  the  program  are  achieving  an 
average  32  percent  gain  in  word  knowledge  (measure  5.2a)  compared  to  average  gain  among  all 
children  during  the  pre-K  year  of  19  percent.  In  addition,  Head  Start  children  are  achieving  an 
average  43  percent  gain  in  mathematical  skills  (measure  5.2b)  compared  to  the  average  gain  for 
all  pre-K  children  of  30  percent.  Considering  most  Head  Start  children  enter  the  program  with 
scores  below  national  norms  on  most  measures  of  school  readiness,  these  early  indications  of 
program  performance  are  quite  impressive. 

However,  in  other  areas,  such  as  letter  identification  (measure  5.2c),  increased  programmatic 
attention  will  be  required.  The  target  represents  an  aggressive  goal  relative  to  previous 
performance.  This  increased  attention  is  addressed  through  multiple  approaches  at  the  program 
level,  including  new  initiatives  in  family  literacy,  teacher  credentialing,  a  new  emphasis  on  local 
program  use  of  child  outcome  data  in  self-evaluations,  and  a  major  teacher  training  initiative 
focused  on  developing  literacy-rich  classrooms. 

FACES  also  showed  encouraging  results  on  program  quality.  Head  Start  classroom  quality  is 
good  on  average,  with  approximately  75  percent  of  over  500  observed  classrooms  rating  good 
quality  or  higher  on  the  Early  Childhood  Environment  Rating  Scale. 

Head  Start  continues  to  employ  and  provide  training  to  55,900  parents  of  Head  Start  children 
(measure  5.2h);  28  percent  of  present  Head  Start  employees  are  parents  of  Head  Start  children. 
Head  Start  parents  achieve  required  credentials  thereby  benefiting  from  career  training,  and 
enjoy  long  term  stable  employment  in  Head  Start.  These  parents,  many  of  whom  were 
participants  in  temporary  public  assistance,  participate  in  employer  provided  health  care  and 
retirement  benefits  accruing  benefits  not  only  for  themselves,  but  also  for  their  children. 

The  target  established  in  the  Head  Start  Act  for  qualified  teaching  staff  (measure  52i)  was  100 
percent;  the  actual  was  90  percent  This  shortfall  may  be  due  to  a  combination  of  staff  turnover 
and/or  limited  access  to  training  and  credentialing  opportunities  in  certain  areas  of  the  country. 
In  partnership  with  institutions  of  higher  education,  Head  Start  is  working  to  ensure  that  a 
majority  of  teachers  obtain  associate's  or  bachelor's  degrees  in  early  childhood  education  over 
the  next  few  years. 

The  Head  Start  program  has  maintained  a  high  level  of  effort  in  accomphshing  a  nearly  100 
percent  rate  for  child  immunizations  and  rates  approaching  90  percent  for  health  examinations. 
While  performance  has  remained  somewhat  stable  for  measures  5.2m-n  with  a  slight  increase  in 
5.21;  all  three  Head  Start  health  indicators  (measures  5.21-n)  are  below  the  projected  target  levels. 
However,  the  number  of  children  identified  as  needing  treatment  has  increased  for  all  three 
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measures.  The  Head  Start  Bureau  is  committed  to  improving  performance  for  these  three 
measures  for  FY  2004  because  health  plays  such  a  critical  role  in  the  overall  positive 
development  of  children. 

Head  Start  has  been  selected  as  a  pilot  for  linking  resources,  outputs,  and  outcomes,  as  a  way  of 
using  performance  information  to  improve  program  effectiveness.  This  pilot  will  help  to  lay  the 
groundwork  for  informing  management  decisions  for  resource  allocation,  improving  internal 
management,  and  providing  greater  accountability  through  more  integrated  financial  and 
performance  reporting.  The  table  below  illustrates  the  use  of  selected  resources  to  support  child 
progress. 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTrvnTES/OUPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcome 

$49,293,000 

Training  &  Technical 
Assistance 

Training,  mentoring  and 
coaching  in  implementing 
early  childhood 
curriculum,  with  major 
focus  on  early  literacy  and 
numeracy  activities. 
Collaboration  with 
Department  of  Education 
Early  Reading  First  for 
literacy  and  training 
materials. 

Children  ready  to 
learn.  Successful 
transition  to 
kindergarten 

$3,000,000 

Implement  Family 
Literacy  Activities 

Revamped  literacy- 
enriched  training  and 
technical  assistance 
provided  by  the  National 
Center  on  Family  Literacy. 
Research  based  training 
and  materials. 

Increased  capacity  of 
families  to  support 
children's 
development  and 
learning. 

$6,663,416 

Implement  plan  for 
training  and 
credentialing  of  Head 
Start  teachers 

(Note:  Program 
Description  and  Context 
Project  Step) 

Formal  college  course 
work  leading  to 
Associate's  and 
Bachelor's  degrees  in 
Early  Childhood 
Education  via  partnerships 
with  Institutions  of  Higher 
Education. 

Increased  number  of 
college  degreed 
teachers. 
Developmentally 
appropriate  learning 
environments  and 
activities.  Supportive 
adult-child 
interactions. 

$1,100,000 

Implement  dental  health 
and  social-emotional 
grants/contracts 

Training  and  Technical 
Assistance  for  Regional 
Office  staff  and  Head  Start 
programs. 

Increased  capacity  of 
Head  Start  staff  to 
address  children's 
health  needs. 
Improved  oral  health 
and  social-emotional 
outcomes  for 
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|  |  j  children. 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program 

Data  Issues 

The  Family  and  Child  Experiences  Survey  (FACES)  is  a  longitudinal  study  of  a  nationally 
representative  sample  of  3,200  children  and  families  in  40  Head  Start  programs  which  provides 
data  for  the  Head  Start  child  outcomes  measures.  OMB  granted  approval  in  July  1997,  following 
a  field  test  of  2,400  children  in  the  spring  of  1997.  Full  implementation  began  in  the  fall  of  1997 
and  includes  assessment  of  the  same  children  before  and  after  their  Head  Start  experience 
(whether  one  or  two  years),  as  well  as  in  the  spring  of  kindergarten  and  the  spring  of  first  grade. 
Data  sources  include  parent  interviews,  staff  interviews,  teacher  questionnaires,  classroom 
observations,  and  direct  child  assessments.  FACES,  designed  as  a  periodic,  longitudinal  data 
collection  activity,  provided  the  baseline  data  for  1999. 

Because  of  the  need  to  collect  longitudinal  data,  (including  pre-  and  post-test  and  follow-up  data 
on  child  performance  to  assess  progress),  it  is  not  feasible  to  provide  FACES  data  on  an  annual 
basis.  However,  regular,  periodic  data  collection  for  additional  program  quality  and  outcome 
measures  provided  by  the  Head  Start  Program  Information  Report  will  ensure  a  regular,  national 
picture  of  program  quality.  The  2001-2002  cohort  of  FACES  included  a  new  nationally 
representative  sample  of  43  programs.  Data  collection  began  in  fall  2000,  following  children  and 
families  for  one  or  two  years  of  program  attendance,  with  a  kindergarten  follow-up.  Targets 
established  for  FY  2003-2004  were  based  on  this  cohort.  Current  plans  project  a  third  three-year 
cycle  of  FACES  data  collection  for  FY  2003-2004. 

Head  Start's  Program  Information  Report  provides  on-time  verified  data  that  are  collected 
annually  from  all  Head  Start  programs  using  an  OMB-approved  data  collection  instrument.  This 
instrument  is  revised  periodically  to  capture  information  that  is  relevant  to  reporting  on  program 
objectives.  The  data  yields  are  used  for  several  performance  measures  reported  in  the  summary 
tables  in  this  plan.  This  data  collection  is  automated  to  improve  the  efficiency  in  the  collection 
and  analysis  of  data.  Head  Start  achieves  a  100  percent  response  rate  annually  from  2500 
respondents. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 
PROGRAM  GOAL:  Enhance  children's  growth  and  development. 

Objectives:    Children  demonstrate  improved  emergent  literacy,  numeracy  and  language  skills. 
Children  demonstrate  improved  general  cognitive  skills. 
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5.2a.  FY  2003:  Achieve  at  least  an  average  32  percent  gain  (10  scale  points)  in  word 
knowledge  for  children  completing  the  Head  Start  program.  (The  average  gain 
among  all  children  during  the  pre-Kyear  is  19  percent) 

FY  2004:  Achieve  at  least  an  average  34 percent  gain  (12  scale  points)  in  word 
knowledge  for  children  completing  the  Head  Start  program.  (The  average  gain 
among  all  children  during  the  pre-Kyear  is  19  percent,) 

5.2b.    FY  2003:  Achieve  at  least  an  average  43  percent  gain  (3  scale  points)  in 
mathematical  skills  for  children  completing  the  Head  Start  program.  (The 
average  gain  among  all  children  during  the  pre-Kyear  is  30 percent) 

FY  2004:  Achieve  at  least  an  average  52  percent  gain  (4  scale  points)  in 
mathematical  skills  for  children  completing  the  Head  Start  program.  (The 
average  gain  among  all  children  during  the  pre-Kyear  is  30  percent) 

5.2c    FY  2003:  Achieve  at  least  an  average  70  percent  gain  (3.4  scale  points)  in  letter 
identification  for  children  completing  the  Head  Start  program.  (The  average 
gain  among  all  children  during  the  pre-Kyear  is  50  percent) 

FY  2004:  Achieve  at  least  an  average  70  percent  gain  (3.4  scale  points)  in 
letter  identification  for  children  completing  the  Head  Start  program.  (The 
average  gain  among  all  children  during  the  pre-Kyear  is  50  percent) 

Objective:     Children  demonstrate  improved  gross  and  fine  motor  skills. 

5.2d.    FY  2003:  Achieve  at  least  an  average  43  percent  gain  (1.24  scale  points)  in  fine 
motor  skills  for  children  completing  the  Head  Start  program. 

FY2004:  Achieve  at  least  an  average  43  percent  gain  (1.24  scale  points)  in  fine 
motor  skills  for  children  completing  the  Head  Start  program. 

Objectives:    Children  demonstrate  improved  positive  attitudes  toward  learning. 

Children  demonstrate  improved  social  behavior  and  emotional  well-being. 

5.2e.    FY  2003:  Achieve  at  least  an  average  1 0  percent  gain  (1.4  scale  points)  in  social 
skills  for  children  completing  the  Head  Start  program. 

FY  2004:  Achieve  at  least  an  average  of  14 percent  gain  (2  scale  points)  in 
social  skills  for  children  completing  Head  Start  program. 

Objective:     Children  demonstrate  improved  physical  health. 

5.2f  FY  2003:  Achieve  goal  of  at  least  80  percent  of  children  completing  the  Head 
Start  program  rated  by  parent  as  being  in  excellent  or  very  good  health. 
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FY  2004:  Achieve  goal  of  at  least  80  percent  of  children  completing  the  Head 
Start  program  rated  by  parent  as  being  in  excellent  or  very  good  health. 

Objective:  Head  Start  parents  demonstrate  improved  parenting  skills. 

5.2g.    FY  2003:  Maintain  the  increase  from  the  baseline  year  at  70  percent  the 
percentage  of  parents  who  read  to  child  three  times  per  week  or  more. 

FY  2004:  Achieve  goal  of  at  least  70  percent  of parents  who  read  to  child  three 
times  per  week  or  more. 

Objectives:    Parents  improve  their  self-concept  and  emotional  well-being. 

Parents  make  progress  toward  their  educational,  literacy  and  employment  goals. 

5.2h.    FY  2003;  Maintain  at  30 percent  the  percentage  of  Head  Start  employees  who 
are  parents  of Head  Start  children. 

FY2004;  Maintain  at  30  percent  the  percentage  of  Head  Start  employees  who 
are  parents  of  Head  Start  children. 

Data  Sources:  Head  Start  Program  Information  Report. 

PROGRAM  GOAL:  Children  receive  educational  services. 

Objective:     Programs  provide  developmentally  appropriate  educational  environments. 

5.2L    FY  2003;  Achieve  the  goal  of  100  percent  of  classroom  teachers  with  a  degree 
in  early  childhood  education  (ECE),  a  child  development  associate  credential,  a 
State-awarded  preschool  certificate,  a  degree  in  a  field  related  to  ECE  plus  a 
State-awarded  certificate,  or  who  are  in  CDA  training  and  have  been  given  a 
180  day  waiver,  consistent  with  the  provisions  of  Section  648A(a)(2)  of  the 
Head  Start  Act 

FY  2004;  Maintain  at  100  percent  of  classroom  teachers  with  a  degree  in  early 
childhood  education  (ECE),  a  child  development  associate  credential,  a  State- 
awarded  preschool  certificate,  a  degree  in  a  field  related  to  ECE  plus  a  State- 
awarded  certificate,  or  who  are  in  CDA  training  and  have  been  given  a  180  day 
waiver,  consistent  with  the  provisions  of  Section  648A(a)(2)  of  the  Head  Start 
Act 

5.2j.    FY  2003 :  Increase  the  percentage  of  teachers  with  an  AA,  BA,  Advanced 
Degree  or  a  degree  in  a  field  related  to  early  childhood  education. 

FY  2004:  Increase  the  percentage  of  teachers  with  an  AA,  BA,  Advanced 
Degree  or  a  degree  in  a  field  related  to  early  childhood  education. 
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Staff  interact  with  children  in  a  skilled  and  sensitive  manner. 

FY  2003:  Maintain  at  the  FY  1999  baseline  of  73  points  the  average  lead 
teacher  score  on  an  observational  measure  of  teacher-child  interaction. 

FY  2004.-  Maintain  at  the  FY  1999  baseline  of  73  points  the  average  lead 
teacher  score  on  an  observational  measure  of  teacher-child  interaction. 

Data  Sources:  Family  and  Child  Experiences  Survey  (FACES)  observation  of 
classroom  teachers 

PROGRAM  GOAL:  Children  in  Head  Start  receive  health  and  nutritional  services. 

Objective:      Children  in  Head  Start  receive  needed  medical,  dental  and  mental  health  services. 

(Note:  Beginning  with  the  FY  2004  plan,  ACF  has  integrated  its  Head  Start  measures  into  a 
single  strategic  objective  area.  Measures  5.21-n  were  formerly  6.1a-c.) 

5.21    FY  2003:  Increase  from  88  percent  in  FY  1998  to  97  percent  the  percentage  of 
Head  Start  children  who  receive  necessary  medical  treatment  after  being 
identified  as  needing  medical  treatment. 

FY  2004:  Increase  from  88  percent  in  FY  1998  to  97  percent  the  percentage  of 
Head  Start  children  who  receive  necessary  medical  treatment  after  being 
identified  as  needing  medical  treatment. 

5.2m.  FY  2003:  Increase  to  95  percent  the  percentage  of  Head  Start  children  who 
receive  necessary  dental  treatment  after  being  identified  as  needing  dental 
treatment 

FY  2004:  Increase  to  95  percent  the  percentage  of Head  Start  children  who 
receive  necessary  dental  treatment  after  being  identified  as  needing  dental 
treatment. 

5.2n.    FY  2003:  Increase  from  75  percent  in  FY  1998  to  90  percent  the  percentage  of 
Head  Start  children  who  receive  necessary  treatment  for  emotional  or 
behavioral  problems  after  being  identified  as  needing  such  treatment 

FY  2004:  Increase  from  75  percent  in  FY  1998  to  90  percent  the  percentage  of 
Head  Start  children  who  receive  necessary  treatment  for  emotional  or 
behavioral  problems  after  being  identified  as  needing  such  treatment 

National  Reporting  System 

"President  Bush  has  directed  HHS  to  develop  a  strategy  to  ensure  that,  for  the  first  time, 
every  Head  Start  centra-  assesses  the  standards  of  learning  in  early  literacy,  language,  and 


Objective: 
5.2k. 
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numeracy  skills.  This  new  accountability  system  will  be  field  tested  in  the  2002-2003 
academic  year,  with  full  implementation  planned  for  fall  2003.  Every  local  Head  Start 
program  will  be  required  to  assess  all  participants  between  the  ages  of  three  and  five  on 
these  indicators  at  the  beginning,  middle,  and  end  of  each  year  and  to  analyze  the 
assessment  data  on  the  progress  and  accomplishments  of  all  enrolled  children.  Federal 
program  monitoring  teams  will  conduct  on-site  reviews  of  a  program's  implementation  of 
these  requirements.  HHS  is  also  designing  a  national  reporting  system  to  collect  data 
from  every  local  program.  This  system,  together  with  ongoing  Head  Start  research  and 
from  Head  Start  on-site  program  monitoring  reviews,  will  create  comprehensive 
information  on  local  program  effectiveness.  Local  program  data  will  be  used  to  target 
new  efforts  in  staff  training  and  program  improvement  to  enhance  the  capacity  of  Head 
Start  to  increase  children's  early  literacy  and  school  readiness.  In  addition,  data  on 
whether  a  program  is  successfully  teaching  standards  of  learning  will  be  used  in  HHS 
evaluations  of  local  Head  Start  agency  contracts."  Good  Start  Grow  Smart.  April  2002. 

ACF  is  in  the  process  of  planning  for  the  design  and  implementation  of  a  national  reporting 
system  on  child  outcomes.  The  Head  Start  Bureau  engaged  in  consultations  with  experts  and 
stakeholders  and  plans  to  procure  contractor  support  to  implement  the  field  test  in  the  pilot  year: 

•  The  "Workshop  on  Children's  Early  Learning,  Development  and  School  Readiness: 
Conceptual  Frameworks,  Constructs  and  Measures,"  convened  in  consultation  with  NICHD 
and  ASPE  on  June  17-18,  2002; 

•  A  planning  meeting,  convened  at  NICHD  on  July  9,  2002,  seeking  recommendations  from 
experts  on  child  development  and  assessment  on  critical  features  for  the  field  test  of  the 
National  Reporting  System,  and  issues  surrounding  the  eventual  full-scale  implementation  of 
theNRS; 

•  Develop  specifications  and  award  contract  to  implement  field  test  activities  and  preparation 
for  full  implementation  of  the  national  reporting  system,  August  2002;  and 

•  Implement  field  test  of  new  assessment  and  reporting  procedures  in  a  representative  set  of 
local  Head  Start  programs.  The  field  test  will  examine  the  feasibility  of  implementing  one  or 
more  approaches  on  key  outcome  areas  and  will  pilot  test  approaches  for  assembling  and 
analyzing  this  information  in  a  national  reporting  system.  September  2002-April  2003. 

Developmental  Measures 

5.2o.    FY  2004:  Percentage  of  all  Head  Start  grantees  that  are  reporting  child 
outcome  data  using  the  National  Reporting  System. 

5.2p.    FY  2004;  Proportion  of  Head  Start  grantees,  using  the  National  Reporting 

System  that  meet  or  exceed  numerical  targets  in  selected  dimensions  of  school  ■ 
readiness. 

These  measures  will  be  under  development  in  FY  2003  to  pilot  test  the  implementation  and 
utilization  of  Head  Start's  National  Reporting  System  of  local  child  development  outcomes. 
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6.       INCREASE  SAFETY,  PERMANENCY,  AND  WELL-BEING  OF  CHILDREN 
AND  YOUTH 

Approach  for  the  Strategic  Objective:  Help  children  and  youth  while  they  are  bving  with  their 
own  families,  when  appropriate.  When  necessary,  place  children  and  youth  in  stable,  family-like 
settings  consistent  with  the  needs  of  each  child  or  youth.  Support  children  and  youth  with 
developmental  disabilities  in  individual  and  small  group  dwellings  that  will  include  them  in 
community  life. 

6.1      CHILD  WELFARE 

Program  Purpose  and  Legislative  Intent 

The  purpose  of  ACF's  Child  Welfare  programs  is  to  prevent  maltreatment  of  children  in  troubled 
families,  protect  children  from  abuse,  and  find  permanent  placements  for  those  who  cannot 
safely  return  to  their  homes.  Programs  such  as  Foster  Care,  Adoption  Assistance,  and 
Independent  Living  provide  stable  environments  for  those  children  who  cannot  remain  safely  in 
their  homes,  assuring  the  child's  safety  and  well-being  while  their  parents  attempt  to  resolve  the 
problems  that  led  to  the  out-of-home  placement.  When  the  family  cannot  be  reunified,  foster  care 
provides  a  stable  environment  until  the  child  can  be  placed  permanently  with  an  adoptive  family. 
Adoption  Assistance  funds  are  available  for  a  one-time  payment  for  the  costs  of  adopting  a  child 
as  well  as  for  monthly  subsidies  to  adoptive  families  for  care  of  the  child. 


Summary  Table 


Reference 

Performance  Measures 

Targets 

Actual  Performance 

(page  #  in 

printed 

document) 

PROGRAM  GOAL  -  SAFETY:  Children  are  protected  from  c 
risk  of  harm  to  children  will  be  minimized. 

buse  and  neglect  in  their  homes.  The 

6.1a.  Decrease  the  percentage  of  children 
with  substantiated  reports  of 
maltreatment  that  have  a  repeated 
substantiated  report  of  maltreatment 
within  12  months. 

CY  01:  Dropped 
CYOO:  11% 
CY  99: 12% 

CYOO:  14% 
CY99: 11% 

CY  98:  10% 

6.1b.  Decrease  the  percentage  of 
children  with  substantiated  reports  of 
maltreatment  that  have  a  repeated 
substantiated  report  of  maltreatment 
within  six  months. 

CY  04:  7% 
CY03:  7% 

CY  04:  9/05 
CY  03:  9/04 

Px  103 

CY02:  7% 
CY01:7% 
CY00:NA 

CY  02:  9/03 
CY01:9% 
CYOO:  9% 
CY  99:  8% 
CY98:  8% 

HHS 
7.4 

PROGRAM  GOAL  -  PERMANENCY:  Provide  children  in  foster  care  permanency  and  stability  in 
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Performance  Measures 

Targets 

Actual  Performance 

Reference 
(page  #  in 
printed 
document) 

their  living  situations. 

6. 1  c.  Maintain  the  percentage  of  children 
who  exit  the  foster  care  system  through 
reunification  within  one  year  of 
placement 

FY  04:  67% 
FY  03:  67% 
FY  02:  67% 
FY  01:  67% 
FY  00:  67% 
FY  99:  NA 

FY  04:  6/05 

TTV7  AO.  £}[\A 

rY  03:  6/04 
FY  02:  6/03 
FY  01:  68% 
FY  00:  67% 
FY  99:  65% 
FY  98:  63% 

Px  104 

HHS 

7.1/ 
7.4 

6.  Id.  Increase  the  percentage  of  children 
who  exit  care  through  adoption  within 
two  years  of  placement 

FY  04:  27% 
FY  03:  25% 
FY  02:  25% 
FY  01:  28% 
FY  00:  27% 
FY  99:  NA 

FY  04:  6/05 
FY  03:  6/04 
FY  02:  6/03 
FY  01:  23% 
FY  00:  20% 
FY  99:  19% 
FY  98:  23% 

Px  104 

HHS 

7.1/ 

7.4 

6.1e.  Maintain  percentage  of  children 
who  exit  foster  care  through 
guardianships  within  two  years  of 
placement 

FY  04:  62% 
FY  03:  60% 

FY  04:  6/05 
FY  03:  6/04 

Px  104 

FY  02:  60% 
FY  01:  67% 
FY  00:  67% 
FY  99:  NA 

FY  02:  6/03 
FY  01:  57% 
FY  00:  59% 
FY  99:  64% 
FY  98:  70% 

HHS 

7.1/ 

7.4 

6.  If.  Increase  the  number  of  adoptions. 

FY  04:  60,000 
FY  03:  58,500 
FY  02:  56,000 
FY  01:  51,000 
FY  00:  46,000 
FY  99:  41,000 

FY  04:  9/05 
FY  03:  9/04 
FY  02:  9/03 
FY  01:  50,000 
FY  00:  50,000 
FY  99:  46,000 
FY  98:  36,000 

Px  104 

HHS 

7.1/ 
7.4 

FY  97:  31,000 
FY  96:  28,000 
FY  95:  26,000 

6.1g.  Twenty  States  will  either  increase 
the  number  of  adoptions  by  relatives  or 

FY  03:  Dropped 

the  proportion  of  the  adoptions  by 
relatives  over  those  in  FY  2002 

PROGRAM  GOAL  -  FAMILY  AND  CHILD  WELL-BEING:  Minimize  the  disruption  to  the 
continuity  of family  and  other  relationships  for  children  in  foster  care. 

6. In.  For  those  children  who  had  been  in 

FY  04:  64% 
FY  03:  62% 

FY  04:  6/05 
FY  03:  6/04 

Pxl05 

care  less  than  12  months,  increase  the 
percentage  that  had  no  more  than  two 

FY  02:  60% 
FY  01:  72% 

FY  02:  6/03 
FY  01:  60% 

HHS 
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Performance  Measures 

Targets 

Actual  Performance 

Reference 
(page  #  in 
printed 
document) 

placement  settings. 

FY  00:  NA 
FY  99:  NA 

FY  00:  58% 
FY  99:  60% 
FY  98:  70% 

7.4 

Total  Funding  (includes  Independent 
Living/Foster  Care/Adoption-dollars 
in  millions) 

See  detailed  Budget  Linkage  Table  in 
Part  I  for  line  items  included  in 
funding  totals. 

FY  04:  $7917.0 
FY  03:  $7574.4 
FY  02:  $7485.2 
FY  01:  $7197.8 
FY  00:  $6463.4 
FY  99:  $5639.7 

Bx:  budget  just,  sections 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 


ACF  has  undertaken  a  number  of  activities  designed  to  improve  overall  performance  in  child 
welfare.  Most  significant  is  the  publication  in  January  2000  of  final  regulations  pertaining  to 
aspects  of  the  Adoption  and  Safe  Families  Act  of  1997  (ASFA),  including  regulations  about 
foster  care  ehgibility  reviews  and  State  plan  reviews.  Central  and  Regional  Office  staff  and  the 
ten  Child  Welfare  Resource  Centers  continue  to  provide  training  and  technical  assistance  to 
States  and  local  agencies  around  issues  pertaining  to  the  implementation  of  ASFA.  The  Resource 
Centers  focus  on  permanency  planning,  adoption,  family-centered  practice,  youth  development, 
legal  issues,  abandoned  infants,  organizational  development,  child  maltreatment,  community- 
based  family  resource  services,  and  information  technology. 

On  January  25, 2000,  HHS  published  a  final  rule  in  the  Federal  Register  to  establish  new 
approaches  to  monitoring  State  child  welfare  programs.  Of  particular  note  are  the  Child  and 
Family  Services  (CFS)  reviews,  which  focus  on  outcomes  for  children  and  families  in  the  areas 
of  safety,  permanency,  and  child  and  family  well-being;  and  systemic  factors  that  directly  impact 
the  State's  capacity  to  deliver  services  leading  to  improved  outcomes.  In  FY  2004,  at  least  one 
CFS  review  will  have  been  completed  in  each  State  and  some  States  will  begin  a  second  review. 
The  specific  outcomes  and  their  associated  indicators  are  as  follows: 

Safety  Outcomes: 

•  Children  are,  first  and  foremost,  protected  from  abuse  and  neglect. 

•  Children  are  safely  maintained  in  their  homes  whenever  possible  and  appropriate. 

Permanency  Outcomes: 

•  Children  have  permanency  and  stability  in  their  living  situations. 

•  The  continuity  of  family  relationships  and  connections  is  preserved  for  children. 
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Child  and  Family  Weil-Being  Outcomes: 

•  Families  have  enhanced  capacity  to  provide  for  their  children's  needs. 

•  Children  receive  appropriate  services  to  meet  their  educational  needs. 

•  Children  receive  adequate  services  to  meet  their  physical  and  mental  health  needs. 

The  systemic  factors  being  reviewed  are  related  to  the  State's  ability  to  deliver  services  leading  to 
improved  outcomes.  The  systemic  factors  include:  1)  statewide  information  systems;  2)  case 
review  system;  3)  quality  assurance  system;  4)  staff  and  provider  training;  5)  service  array;  6) 
agency  responsiveness  to  the  community;  and  7)  foster  and  adoptive  parent  licensing, 
recruitment  and  retention. 

Finally,  ACF  continues  to  focus  on  child  welfare  outcomes.  In  addition  to  the  outcomes 
measured  through  the  CFS  reviews,  ACF  publishes  an  annual  report  on  Child  Welfare  Outcomes 
for  the  States  required  by  section  479a  of  the  Social  Security  Act  and  awards  adoption  incentive 
funds  to  States  that  increase  their  number  of  finalized  adoptions  over  their  baselines.  Harvard 
University  has  recognized  ACF's  achievements  in  its  focus  on  outcomes  in  child  welfare 
activities.  ACF  was  one  of  15  finalists  out  of  3,000  applicants  in  Harvard  University's 
Innovations  in  American  Government  competition. 

Program  Partnerships 

ACF's  ability  to  promote  improvement  in  child  welfare  services  is  dependent  on  working 
collaboratively  with  State  child  welfare  agencies  that  are  responsible  for  providing  direct 
services  to  children  and  their  families.  This  relationship  has  been  significantly  strengthened 
through  the  State-Federal  partnership  required  and  promoted  by  the  CFS  reviews.  However, 
decisions  about  placing  children  are  made  by  judges  in  juvenile  and  family  court  systems 
throughout  the  nation.  Improved  judicial  handling  of  child  welfare  cases  will  be  essential  to 
achieving  permanency  goals  for  children.  Children  in  the  child  welfare  system  have  many 
medical  and  mental  health  problems,  while  chronic  substance  abuse,  mental  health  problems, 
homelessness,  limited  education,  and  other  problems  incapacitate  many  of  their  parents.  The 
availability  of  services  from  other  sectors  to  meet  these  needs  is  uneven.  The  expansion  or 
contraction  of  services  in  various  parts  of  the  country  will  affect  performance. 

To  ensure  that  activities  are  coordinated  with  Federal  partners  which  provide  many  of  these 
services,  ACF  works  closely  on  achieving  its  goals  with  the  Department  of  Justice,  the  Substance 
Abuse  and  Mental  Health  Services  Administration,  the  Temporary  Assistance  for  Needy 
Families  program  and  other  national  agencies  and  organizations  whose  responsibilities  overlap 
with  child  welfare  services. 
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PROGRAM  PERFORMANCE  ANALYSIS 
Performance  Report 

ACF  exceeded  the  goals  for  one  of  the  five  measures  for  which  FY  2001  data  are  currently 
available  (August  2002).  Over  110,000  (68  percent)  children  who  exited  foster  care  through 
reunification  did  so  within  one  year  of  placement  (6.1c). 

For  two  goals,  the  movement  was  in  the  right  direction.  The  percentage  of  children  who  exited 
care  through  adoption  within  two  years  of  placement  increased  from  20  percent  in  FY  2000  to  23 
percent,  over  10,000  children,  in  FY  2001  (6.1d).  In  addition,  sixty  percent,  33,000,  of  the 
children  who  had  been  in  care  less  than  12  months  experienced  no  more  than  two  placement 
settings.  A  third  goal,  increase  the  number  of  adoptions  to  51,000  in  FY  2001,  was  missed  by 
1,000  (6.1f).  However,  the  goal  for  the  total  number  of  adoptions  from  FY  1999  to  FY  2001  was 
138,000.  The  total  number  of  adoptions  actually  finalized  during  this  period,  146,000,  exceeded 
the  total  target  by  8,000. 

The  percentage  of  children  who  exited  foster  care  through  guardianships  within  two  years  of 
placement  declined  from  59  percent  in  FY  2000  to  57  percent  (4,500)  in  FY  2001  (6.1e).  Finally, 
the  12-month  substantiated  maltreatment  recurrence  rate  (6.1a)  increased  from  1 1  percent  to  14 
percent  between  CY  1999  and  CY  2000.  This  is  most  likely  a  result  of  the  complexity  in  the 
calculation  of  this  measure  and  the  substantial  change  in  the  number  of  States  reporting  useable 
data.  Nineteen  States  reported  useable  data  for  CY  1998, 23  States  for  CY  1999,  and  30  States 
for  CY  2000.  The  new  measure  of  the  six-month  substantiated  maltreatment  recurrence  rate 
(6.  lb)  to  be  used  beginning  in  CY  2001  has  proven  to  be  more  stable  over  time,  ranging  between 
eight  percent  and  nine  percent  for  the  years  CY  1998  through  CY  2001.  Forty  States  reported 
useable  data  for  the  CY  2001  calculation. 

It  should  be  noted  that  the  three  goals  which  are  included  as  standards  in  the  CFS  reviews  and  for 
which  data  are  available  either  exceeded  their  targets  or  moved  in  the  right  direction  (6.1c,  6.1d, 
6.1h).  Two  of  these  goals,  6.1c  and  6.1d,  are  also  directly  affected  by  provisions  of  ASF  A, 
particularly  the  change  in  the  timing  of  the  permanency  hearing  from  18  months  to  12  months 
after  removal.  In  addition,  more  detailed  analyses  of  the  Adoption  and  Foster  Care  Reporting  and 
Analysis  System  (AFC  ARS)  data  have  confirmed  that  the  time  to  reunification  and  adoption  is 
accelerating. 

The  reason  goal  6. If  (increase  the  number  of  adoptions)  was  missed  for  the  first  time  in  FY  2001 
was  because  most  of  the  children  who  had  been  on  the  adoption  track  prior  to  the  implementation 
of  ASF  A  have  completed  the  adoption  process.  Concurrently,  many  of  the  children  who  entered 
the  adoption  track  after  implementation  of  ASFA  have  not  yet  completed  the  process. 

It  is  unclear  whether  or  not  the  percentage  of  children  who  exited  foster  care  through 
guardianships  within  two  years  of  placement  (6. 1  e)  actually  declined  or  if  the  figures  are  a 
reflection  of  data  improvement.  Guardianship,  as  a  reason  for  discharge,  has  generally  been 
under-reported  and  does  not  even  exist  as  a  discharge  reason  in  some  States.  However,  the 
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number  of  guardianships  reported  doubled  between  FY  1998  and  FY  2001,  from  a  little  over 
4,000  to  8,000. 

There  are  a  number  of  factors  that  have  contributed  to  this  increase  in  reporting.  First,  the  use  of 
guardianship  as  an  exit  strategy  for  relative  foster  care  appears  to  be  growing,  primarily  for 
children  who  may  have  been  in  a  relative  care  placement  for  a  long  period  of  time,  and  many 
States  wish  to  track  it  Second,  AFCARS  reviews  have  identified  problems  in  the  coding  of 
guardianships  in  a  limited  number  of  States  and  those  States  have  taken  action  to  correct  the 
problems.  Third,  the  Data  Profile  component  of  the  Statewide  Assessment  used  in  the  CFS 
emphasizes  discharge  reasons. 

When  States  identify  problems  with  the  reporting  of  guardianships  or  other  discharge  reasons  in 
their  profile,  they  review  and  frequently  resubmit  their  data.  Early  indications  are  that  this 
process  has  generated  improved  data  for  those  States  that  underwent  CFS  reviews  in  FY  2001 
and  FY  2002.  Finally,  the  ACF-funded  National  Resource  Center  for  Information  Technology  in 
Child  Welfare  is  providing  intensive  technical  assistance  to  States  undergoing  CFS  reviews, 
particularly  in  relation  to  the  Data  Profile  in  the  Statewide  Assessment.  ACF  expects  this 
technical  assistance  to  result  in  an  overall  improvement  in  the  reporting  of  discharge  reasons. 

A  developmental  measure  (6.1g)  proposed  in  the  FY  2003  Performance  Plan  has  been  dropped. 
This  measure  fails  to  focus  on  permanency  outcomes  for  children  in  foster  care.  In  contrast,  it 
focuses  on  a  certain  type  of  potential  adoptive  parent — a  relative.  Since  there  are  no  data  to 
support  superior  outcomes  for  children  adopted  by  any  particular  group — relatives,  foster 
parents,  or  persons  with  no  prior  relationship  to  the  child — ACF  does  not  plan  any  activities 
specifically  designed  to  promote  adoption  by  relatives.  (It  should  be  noted  that  the  increase  in 
some  States  in  the  number  of  adoptions  by  relatives  was  not  the  focus  of  any  activity  promoting 
relative  adoption,  but  was  a  by-product  of  initiatives  promoting  guardianship.)  Measure  6.  If 
more  than  adequately  assesses  the  output  of  adoption  and  measure  6.  Id  assesses  the  timeliness  of 
adoption,  both  of  which  are  directly  related  to  the  permanency  outcome. 

The  following  table  has  been  included  to  illustrate  how  ACF  is  investing  FY  2002  resources  to 
improve  outcomes  for  children  and  their  families  in  the  child  welfare  system.  It  should  be  noted 
that  many  dollars  contribute  to  more  than  one  outcome  and,  therefore,  may  be  included  up  to 
three  times  in  this  table.  In  addition,  some  outcomes  such  as  Family  and  Child  Well-Being  may 
require  as  many  FTE  as  Safety  and  Permanency  even  though  fewer  dollars  are  available  to  spend 
on  the  related  activities. 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACIVITIES/OUTPIJTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcome 

$5.8  billion 

Training  &  Technical 
Assistance;  monitoring 
of  State  programs; 
discretionary  and 
formula  grants  to  States, 

Children  reported  to 
child  protective  services 
for  maltreatment; 
investigated  and 
substantiated  for 

Safety:  children  are 
protected  from  abuse 
and  neglect  in  their 
homes.  The  risk  of  harm 
to  children  will  be 
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foster  care  entitlement; 
and  data  collection, 

maltreatment;  and 
recurrence  of 

minimized 

research  and 
demonstrations. 

maltreatment. 

$7.2  billion 

Training  &  Technical 
Assistance;  monitoring 
of  State  programs; 
formula  grants  to  States; 
and  data  collection. 

Children  re-united  with 
family  or  other  relatives, 
adopted,  or  in 
permanent  guardianship. 

Permanency:  Provide 
children  in  foster  care 
permanency  and 
stability  in  their  living 
situations. 

$1.8  billion 

Training  &  Technical 
Assistance;  monitoring 
of  State  programs;  and 
formula  grants  to  States. 

Children  and  families  in 
the  public  child  welfare 
system  receive  services 
that  enhance  their 
ability  to  relate  to  each 
other  and  to  others. 

Family  And  Child  Well- 
Being:  Minimize  the 
disruption  to  the 
continuity  of  family  and 
other  relationships  for 
children  in  foster  care. 

$1.4  billion 

Training  &  Technical 
Assistance;  monitoring 
of  State  programs; 
formula  grants  to  States, 
and  data  collection 

Youth  exit  care  with 
skills  to  live  on  their 
own. 

Foster  Care  Youth  are 
prepared  to  live  on  then- 
own. 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  mis  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

Both  AFCARS  and  the  National  Child  Abuse  and  Neglect  Data  System  (NCANDS)  conduct 
extensive  edit-checks  for  internal  reliability.  For  AFCARS,  more  than  700  edit-checks  are 
conducted  to  improve  data  quality  and  the  results  are  sent  to  the  States.  In  addition,  all  edit-check 
programs  are  shared  with  the  States.  Finally,  compliance  reviews  for  AFCARS  are  currently 
being  piloted  and  State  SACWIS  systems  are  undergoing  reviews  to  determine  the  status  of  their 
operation. 

To  speed  improvement  in  these  data,  the  agency  funds  the  National  Resource  Center  for 
Information  Technology  in  Child  Welfare.  This  Resource  Center  provides  technical  assistance  to 
States  to  improve  reporting  to  AFCARS  and  NCANDS,  improve  statewide  information  systems, 
and  better  utilize  their  data.  These  activities  should  continue  to  generate  additional  improvements 
in  the  data  over  the  next  few  years. 

Being  able  to  report  data  in  a  timely  manner  is  critical  in  guiding  program  improvement  to 
achieve  outcomes.  The  following  summarizes  why  AFCARS  foster  care  data  are  not  available 
until  nine  months  after  the  September  30  point-in-time  date.  AFCARS  foster  care  data  for 
September  30  of  any  year,  under  regulation,  are  reported  by  the  States  to  ACF  electronically  by 
November  14.  The  data  are  processed,  assessed  for  errors  and  compliance  with  regulatory 
standards,  and  the  results  are  transmitted  back  to  the  States.  Based  on  these  results  and  other 
information  provided  by  the  Department,  many  States  submit  revised  data  to  insure  that  accurate 
data  are  submitted.  There  are  two  other  reasons  States  re-submit  data.  First,  AFCARS  foster  care 
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data  are  used  in  the  statewide  assessment  portion  of  the  CFS  reviews.  When  some  States 
examine  these  data  provided  to  them  by  the  Department,  they  chose  to  re-submit  more  accurate 
data.  In  addition,  AFCARS  foster  care  data  are  used  in  the  implementation  of  Program 
Improvement  Plans,  which  result  from  the  CFS  reviews.  States  may  resubmit  data  to  insure  that 
the  data  used  for  this  purpose  are  accurate.  The  resubmitted  data  are  then  processed  and  the  data 
are  made  available  to  the  statistical  analysts  in  May.  The  analysts  review  the  data  to  deteimine 
which  States'  data  are  useable  in  this  plan. 

The  AFCARS  adoption  data  take  a  longer  time  to  become  available  because  States  can  submit 
data  on  any  finalized  adoption  and  still  meet  the  requirements  of  the  regulation.  Frequently, 
adoption  data  are  not  entered  into  State  information  systems  for  some  time  after  the  adoption 
because  the  entry  does  not  occur  until  the  final  paperwork  is  received  from  the  court.  For 
example,  over  2,800  adoptions  finalized  in  FY  2000  were  not  reported  until  the  first  reporting 
period  in  FY  2001,  or  by  May  15,  2001 .  Because  of  the  requirement  of  the  Adoption  Incentive 
Program  that  only  adoptions  reported  by  the  first  reporting  period  in  the  following  fiscal  year  can 
be  counted  for  incentive  awards,  almost  all  adoptions  are  now  reported  within  that  timeframe, 
though  there  are  still  a  small  number  which  are  reported  in  subsequent  reporting  periods.  After 
data  are  received  (in  this  case  by  May  1 5  of  the  following  year),  they  still  must  be  downloaded, 
converted  to  analytical  files  and  cleaned  before  they  can  be  included  in  the  plan. 

The  NCANDS  data  take  even  longer  to  become  available.  Data  reported  to  NCANDS  only  once 
per  year  which  delays  the  calculation  of  recurrence.  For  example,  for  a  12-month  recurrence  rate, 
for  FY  2001,  a  first  report  could  occur  as  late  as  December  31, 2001.  To  count  as  a  recurrence,  a 
second  report  can  be  received  as  late  as  December  2002.  The  NCANDS  data  are  then  compiled 
by  the  States,  transmitted  to  the  contractor,  converted  to  analytical  files,  de-duplicated  and 
cleaned  before  they  are  available  to  include  in  the  plan.  By  replacing  the  measure  (6.1a)  to 
recurrence  within  six  months  (6.1b),  the  timeline  is  shortened  by  one  year  because  the  first 
occurrence  can  occur  during  the  first  six  months  of  the  year  and  the  second  occurrence  only  has 
to  occur  during  the  second  six  months  of  the  year  of  interest.  This  makes  the  data  available  in 
early  fall  of  the  subsequent  year.  The  information  for  6.1a  for  CY  1998  is  based  on  19  States 
reporting  and,  for  CY  1999,  on  23  States.  Due  to  the  varying  number  of  States  reporting  on  this 
measure  and  on  6.1b,  data  are  expected  to  continue  to  fluctuate. 

Performance  Plan 

PROGRAM  GOAL  -  SAFETY:  Children  are  protected  from  abuse  and  neglect  in  their  homes. 
The  risk  of  harm  to  children  will  be  minimized. 

6.1b.    FY  2003:  Decrease  the  percentage  of  children  with  substantiated  reports  of 
maltreatment  that  have  a  repeat  substantiated  report  of  maltreatment  within  6 
months  from  eight  percent  in  CY 1998  to  seven  percent  in  CY 2003. 

FY  2004:  Decrease  the  percentage  of  children  with  substantiated  reports  of 
maltreatment  that  have  a  repeat  substantiated  report  of  maltreatment  within  6 
months  from  eight  percent  in  CY  1998  to  seven  percent  in  CY 2004. 
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Data  Source:  National  Child  Abuse  and  Neglect  Data  System  (NCANDS) 

PROGRAM  GOAL  -  PERMANENCY:  Provide  children  in  foster  care  permanency  and 
stability  in  their  living  situations. 

6.1c  FY  2003:  Of  the  children  who  exit  the  foster  care  system  through  reunification, 
maintain  the  percentage  of  children  who  do  this  within  one  year  of placement  at 
67  percent 

FY  2004:  Of  the  children  who  exit  the  foster  care  system  through  reunification, 
maintain  the  percentage  of  children  who  do  this  within  one  year  of placement  at 
67  percent 

Data  Source:  AFCARS 

6.  Id.  FY  2003:  Of  the  children  who  exit  foster  care  through  adoption,  increase  the 
percentage  who  are  adopted  within  two  years  of placement  from  23  percent  in 
FY 1998  to  25 percent  in  FY 2003. 

FY  2004:  Of  the  children  who  exit  foster  care  through  adoption,  maintain  the 
percentage  that  are  adopted  within  two  years  of  placement  at  27 percent  in  FY 
2004. 

Data  Source:  AFCARS 


6.1c    FY  2003:  Of  the  children  who  exit  foster  care  through  guardianships,  maintain 
the  percentage  of  children  who  do  this  within  two  years  at  60  percent 

FY  2004:  Of  the  children  who  exit  foster  care  through  guardianships,  increase 
the  percentage  of  children  who  do  this  within  two  years  to  62  percent 

Data  Source:  AFCARS 

6.1f.    FY  2003:  Make  progress  towards  increasing  the  number  of  adoptions  of 
children  in  the  public  foster  care  system  between  FY 1998  and  FY 2003  by 
increasing  adoptions  from  36,000  in  FY  1998  to  58,500. 

FY  2004:  Increase  the  number  of  adoptions  to  60,000  as  the  initial  step  in 
achieving  the  goal  of finalizing  300,000  adoptions  from  FY 2004 through  FY 
2008. 

Data  Source:  Baselines  from  the  Adoption  Incentive  Program  and  the  Adoption 
2002  Initiative  for  FY  1997  and  AFCARS  for  all  subsequent  years. 
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6.1g.    FY  2003:  Twenty  States  will  either  increase  the  number  of  adoptions  by 

relatives  or  the  proportion  of  the  adoptions  by  relatives  over  those  in  FY 2002. 
(Dropped) 

This  measure  was  dropped  because  it  fails  to  focus  on  permanency  outcomes  for  children  in 
foster  care  and  focuses  on  a  certain  type  of  potential  adoptive  parent  -  a  relative.  ACF  does  not 
plan  any  activities  specifically  designed  to  promote  adoption  by  relatives. 

PROGRAM  GOAL  -  FAMILY  AND  CHILD  WELL-BEING:  Mimmize  the  disruption  to  the 
continuity  of  family  and  other  relationships. 

6.1h.    FY  2003:  For  those  children  who  have  been  in  care  less  than  12  months, 

increase  the  percentage  who  had  no  more  than  two  placement  settings  to  62 
percent 

FY  2004:  For  those  children  who  have  been  in  care  less  than  12  months, 
increase  the  percentage  who  had  not  more  than  two  placement  settings  to  64 
percent 

Data  Source:  AFCARS 

PROGRAM  GOAL  -  PREPARE  FOSTER  CARE  YOUTH  FOR  INDEPENDENT 
LIVING:  (a)  enhance  the  education,  employment  and  other  skills  of  foster  care  youth  to  avoid 
dependency;  and  (b)  expand  opportunities  for  youth  to  achieve  self-sufficiency  while  under  the 
auspices  of  the  public  child  welfare  agency. 

In  FY  2000,  Congress  passed  legislation  authorizing  a  substantial  increase  in  funds  for 
independent  living  services  for  foster  care  youth  under  title  IY-E  of  the  Social  Security  Act. 
These  services  prepare  them  for  independent  living  by  enhancing  their  education,  employment 
and  other  skills  to  avoid  dependency;  and  by  expanding  opportunities  for  youth  to  live 
independently  while  under  the  auspices  of  the  public  child  welfare  agency.  This  legislation 
requires  developing  and  implementing  outcome  measures  and  a  data  collection  system  for  this 
program. 

In  FY  2003,  ACF  will  finalize  the  outcomes  to  be  tracked,  data  collection  strategy,  and  the  data 
elements  to  be  collected.  By  FY  2004  and  FY  2005,  it  is  expected  that  we  will  have  baseline  data 
for  the  specific  outcomes. 

6.2      DEVELOPMENTAL  DISABILITIES  (EDUCA  TION) 

The  DD  education  goal  is  to  increase  the  number  of  students  with  developmental  disabilities  who 
reach  their  educational  goals.  In  order  to  reduce  the  total  number  of  measures  for  the  DD 
program,  this  performance  measure  is  being  dropped  from  the  plan  effective  FY  2003. 

(See  information  on  DD  program  purpose  and  legislative  intent  under  Strategic  Objective  1, 
above.) 
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Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Increase  the  number  of  students  with  developmental  disabilities  who  reach  their 
educational  goals. 

6.2a.  Increase  the  number  of  students  with 
developmental  disabilities  who  are  served  in 
more  integrated/inclusive  educational  settings 
as  a  result  of  DD  program  intervention. 
(Dropped) 

FY  03:  Dropped 
FY  02:  11,500 
FY  01:  11,000 
FY  00:  8,800 
FY  99:  8,000 

FY  02:  3/03 
FY  01:  10,288 
FY  00:  10,054 
FY  99:  10,901 
(Baseline) 

Px  107 

HHS 
6.3 

PROGRAM  DESCRIPTION  AND  CONTEXT 


As  described  under  Strategic  Goal  1,  the  State  Council,  the  UCEDD(s),  and  the  P&A  system  in 
each  State  contribute  to  pursuing  integratedVinclusive  education  for  persons  with  developmental 
disabilities  in  accordance  with  State  legislation.  The  P&A  systems  usually  have  the  lead  in 
promoting  the  development  of  integrated/inclusive  education  for  persons  with  developmental 
disabilities.  P&A  interventions  included  counseling  parents  on  advocating  for  their  children, 
negotiating  better  placements,  counseling  school  systems  on  the  rights  of  students  with 
(Usabilities,  administrative  remedies,  and,  in  extreme  cases,  litigation. 

PROGRAM  PERFORMANCE  ANALYSIS 

The  achievement  of  this  performance  target  is  principally  affected  by  attitudes  in  each  State 
about  the  desirability  of  educating  youth  with  disabilities.  In  a  less  significant  way,  the  education 
cost  is  influenced  by  economic  factors  in  each  State. 

Performance  Report 

The  reported  number  of  students  with  developmental  disabilities  served  in  more  integrated, 
inclusive  educational  settings  (measure  6.2a)  has  fluctuated  considerably  in  years  prior  to  FY 
1999.  These  fluctuations  were  caused  by  inconsistencies  in  State  methods  for  reporting  and 
setting  performance  targets  and  decisions  States  made  to  target  resources  at  the  changing  needs 
in  the  service  environment.  In  FY  2001,  P&A  systems  in  all  56  States  and  territories  reported 
results  for  a  total  of  10,288  students  with  developmental  disabilities  served  in  more 
integrated/inclusive  educational  settings  as  a  result  of  P&A  system  intervention.  Although  this  is 
a  6.5  percent  shortfall  from  the  FY  2001  target,  it  represents  an  increase  of  234  students  over  the 
FY  2000  actual  performance. 
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Data  Issues 

Many  of  the  same  data  issues  discussed  in  the  context  of  DD  employment  measures  under 
Strategic  Goal  1  affect  the  integrated/inclusive  education  measure  (6.2a).  P&A  systems  generate 
both  target  and  outcome  data  for  this  indicator  and  submit  target  data  to  ACF  via  the  EDS  system 
as  part  of  their  Statement  of  Goals  and  Priorities  (SGP).  P&A  systems  submit  the  outcome  data 
to  ACF  in  the  legislatively  mandated  Program  Performance  Report  (PPR)  which  is  also 
submitted  on  the  EDS  system.  Both  the  SGP  and  the  PPR  are  submitted  annually  on  January  1. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

6.2a    FY  2003 :  Increase  the  number  of  students  with  developmental  disabilities  who 
are  served  in  more  integrated/inclusive  educational  settings  as  a  result  of  DD 
program  intervention,  (Dropped). 

This  measure  has  been  dropped.  It  was  determined  that  the  data  are  not  a  good  measure  of 
program  effort  or  impact.  ADD  will  focus  on  employment,  housing,  health  and  community 
support  measures. 

6.3      DEVELOPMENTAL  DISABILITIES  (HEALTH) 

The  DD  health  care  goal  is  to  improve  the  health  of  people  with  developmental  disabilities  and 
increase  their  access  to  the  full  range  of  needed  health  care  services.  This  goal  comprises  issues 
such  as  access  to  health  care  information  needed  to  make  choices,  the  affordability,  accessibility, 
and  equitable  distribution  of  health  care  resources.  Significantly,  health  care  personnel  must  be 
appropriately  qualified  to  meet  the  health  care  needs  of  people  with  developmental  disabilities. 
This  indicator  contributes  to  the  New  Freedom  initiative  in  focusing  on  promoting  access  to 
healthcare. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Improve  the  health  of  people  with  developmental  disabilities  and  increase  their 
access  to  the  full  range  of  needed  health  care  services. 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

providers  trained  to  meet  the  health  needs 
of  people  with  developmental  disabilities 
as  a  result  of  DD  program  intervention. 

FY  04:  4,350 
FY  03:  4,200* 
FY  02:  4,200 
FY01:  5,000 
FY  00:  4,825 
FY  99:  4,000 

FY  04: 
FY  03: 
FY  02:  1/03 
FY  01: 4,112 
FY  00:  4,032 
FY  99:  4,100 
Baseline 
FY  98:  3,733 

Px  109 

HHS 

3.5 

*  FY  2003  target  adjusted  by  DD  partners  to  reflect  more  realistic  expectations. 

PROGRAM  DESCRIPTION  AND  CONTEXT 


The  State  Council  and  the  UCEDD(s)  in  each  State  contribute  to  pursuing  training  for  health  care 
providers.  The  UCEDDs  serve  as  lead  partners  as  required  by  their  legislative  mandate  to 
provide  training. 

PROGRAM  PERFORMANCE  ANALYSIS 

Health  care  provider  training  data  is  influenced  by  the  need  for  UCEDDs  to  focus  on  an  array  of 
disabilities  issues  that  impact  on  persons  with  developmental  disabilities.  Performance  for  this 
measure  is  affected  by  factors  such  as  the  cost  of  providing  health  care  generally,  and  especially 
to  people  with  disabilities.  Access  to  health  care  is  affected  by  social  attitudes  concerning  the 
desirability  and  potential  for  people  with  developmental  disabilities  to  benefit  from  full  access  to 
health  care  and  the  attitudes  of  health  care  providers  toward  this  special  needs  population. 

Because  so  few  health  care  professionals  are  aware  of  the  special  health  care  needs  of  persons 
with  developmental  disabilities,  there  is  a  significant  need  for  training.  Actual  performance 
remains  unstable  due  to  changes  in  allocation  of  training  resources,  but  ACF  believes  there  is 
potential  for  gradual  improvement. 

Performance  Report 

In  FY  2001,  UCEDDs  reported  4,1 12  health  care  providers  trained  to  meet  the  needs  of  people 
with  developmental  disabilities.  This  was  a  slight  increase  over  both  of  the  preceding  years,  but 
fell  18  percent  short  of  the  target  for  FY  2001. 

Data  Issues 

UCEDDs  generate  both  target  and  outcome  data  for  this  indicator.  The  data  on  the  targets  and 
outcomes  is  collected  nationally  as  part  of  their  UCEDD  Annual  Report  ACF's  technical 
assistance  to  University  programs  will  improve  data  stability  and  programmatic  outcomes. 
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Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

Performance  for  this  measure  in  FY  2004  is  projected  to  increase  slightly  from  the  actual  level  in 
FY  2001  but  it  is  below  the  target  of  5,000  set  for  FY  2001 .  The  targets  for  FY  2003  and 
FY  2004  are  based  on  actual  performance  in  FY  2000  with  expectation  of  increases  due  to 
increases  in  core  funding  beginning  in  FY  2002. 

PROGRAM  GOAL:  Improve  the  health  of  people  with  developmental  disabilities  and  increase 
their  access  to  the  full  range  of  needed  health  care  services. 

Objective:  Increase  the  number  of  health  care  providers  trained  to  meet  the  health  needs  of 
people  with  developmental  disabilities. 

6.3a.    FY  2003;  Maintain  at  4,200  the  number  of  health  care  providers  trained  to 
meet  the  health  needs  of  people  with  developmental  disabilities  as  a  result  of 
DD  program  intervention. 

FY  2004;  Increase  to  4,350  the  number  of  health  care  providers  trained  to  meet 
the  health  needs  of people  with  developmental  disabilities  as  a  result  of  DD 
program  intervention. 

Data  Source:  UCEDD  annual  report 

6.4      YOUTH  PROGRAMS 

Program  Purpose  and  Legislative  Intent:  The  purpose  of  the  Runaway  and  Homeless  Youth 
Program  is  to  establish  and  operate  local  runaway  and  homeless  youth  shelters;  to  address  the 
needs  of  runaway  and  homeless  youth  and  their  families;  to  provide  residential  services  to  older 
youth;  and  to  offer  outreach  services  to  street  youth.  Grants  to  local  public  and  private 
organizations  are  used  to  develop  or  strengthen  community-based  programs  that  are  not  a  part  of 
the  law  enforcement,  juvenile  justice,  child  welfare  and  mental  health  systems.  Prevention 
services  for  youth  at  risk  for  running  away  are  also  provided. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL  I:  Provide  appropriate  shelter,  counseling  and  other  support  services  to  youth 
and  their  families  in  high-risk  situations. 

6.4a.  1 .  Establish  at  X  percent  the  proportion 

FY  01:  96% 
FY  00:  95% 

FY  01:  NA 
FY  00:  83% 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

of  youth  living  in  safe  and  appropriate 
settings  after  exiting  ACF-funded  services. 
(Revised  baseline,  using  FY  2002  data  from 
the  new  instrument,  will  be  established 
during  FY  2003.)  (Replaced  by  6.4a.2.  in  FY 
2002.) 

6.4a.2.  Increase  to  X+y  percent  the 
proportion  of  youth  living  in  safe  and 
appropriate  settings  after  exiting  ACF-funded 
services.  (Revised  baseline,  using  FY  02  data 
from  the  new  instrument,  will  be  established 
during  FY  03.)  (Developmental.) 

FY  99:  95% 

FY  04:  TBD 
FY  03:  TBD 

FY  99:  86% 
FY  98:  81% 
FY  97:  82% 

FY  04: 
FY  03: 

FY  02:  81.3%* 
baseline 

Px  119 

HHS 
7.4 

*FY  2002  baseline  is  not  comparable  to  previous  years  due  to  new  catego 

ries  and  definitions  of  RHYMIS. 

PROGRAM  GOAL  II:  Prevent  or  mitigate  severe  youth  crises  by 
services  among  youth. 

maintaining  the  credibility  of  RHY 

6.4b.  Increase  the  proportion  of  youth  that 
call  the  National  Runaway  Switchboard  when 
they  are  contemplating  running  away  but 
before  they  do  so. 

FY  03:  Dropped 
FY  02:  N/A 

FY  02:  10% 
FY  01: 11% 
FY  00:  9% 
FY  99:  9% 

Pxll9 

6.4c.  Maintain  the  proportion  of  youth  that 
contact  the  National  Runaway  Switchboard 
for  counseling  and  referral  to  safe  shelter  or 
other  services,  earlier  rather  than  later  in  their 
runaway  episode  (up  to  the  first  week). 
(Developmental) 

FY  04:  TBD 
FY  03:  68%* 
FY  02:  68% 

FY  04: 
FY  03: 
FY  02:  65% 
FY  01: 66% 

Pxll9 

HHS 
7.4 

FY  00:  65% 
FY  99:  63% 

*FY  2003  target  revised;  FY  2004  target  to  be  determined  in  FY  2003. 

PROGRAM  GOAL  III-A:  Increase  the  involvement  of  youth  in  service  to  their  communities. 

6.4d.  Establish  and  maintain  the  number  of 
BC  and  TLP  youth  engaged  in  activities  that 
help  others  or  the  community  through 
community  service  and  service  learning. 
(Developmental) 

FY  04:  TBD 
FY  03:  TBD 

FY  04: 
FY  03: 
FY  02:  8465 
(Baseline) 

Px  120 

6.4e.  Establish  and  maintain  the  proportion  of 
BCP  and  TLP  youth  receiving  peer 
counseling  through  program  services, 
(revised  target.  FY  97  baseline  was  12 
percent) 

FY  02:  Dropped 
FY  01:  15% 
FY  00:  15% 

FY  01:  NA 
FY  00:  8% 
FY  99: 12% 
FY  98: 12% 
FY  97:  12% 
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Performance  Measures 


Targets 


Actual 
Performance 


Reference 
(page  #  in 
printed 
document) 


PROGRAM  GOAL  ILJ.B:  Strengthen  youth  in  reaching  their  full  potential  socially  and  economically 
by  providing  opportunities  that  move  them  toward  self-sufficiency. 


6.4f.  Increase  the  number  of  youth  in  the 
transitional  living  programs  who  successfully 
complete  the  program.  (Developmental) 


FY  04:  TBD 
FY  03:  TBD 


FY  04 
FY  03 
FY  02 


48? 


(Baseline) 


Pxl20 

HHS 
7.4 


*  Based  on  numbers/percentages  below: 

Completed  TLP:  588  21% 

Other  Opportunities  766  27% 

Voluntarily  Did  Not  Complete  TLP,  No  Plans  704  25% 

Youth  was  Expelled  or  Otherwise  Involuntarily  Charted  745  27% 

Total  2803  100% 


PROGRAM  GOAL  ILT.C:  Build  partnerships  across  governments,  with  communities,  and  with  youth 
to  help  youth  develop  as  individuals  and  as  citizens. 


6.4g  Maintain  at  13  States  and  youth  services 
grantees  in  those  States  a  collaboration  that 
supports  a  youth  development  approach  to 
services  for  young  people,  including 
substance  abuse  and  teen  pregnancy 
prevention  activities  and  add  additional 
States  as  resources  become  available. 


FY  03: 

Dropped 

FY  02: 

13 

FY01: 

13 

FY  00: 

9 

FY  99: 

5 

FY  02:  13 
FY01: 13 
FY  00:  13 
FY  99:  9 


Pxl20 


PROGRAM  GOAL  TV:  Youth  in  Transitional  Living  programs  achieve  good  mental  and  physical 
health  and  a  greater  sense  of  optimism,  empowerment  and  possibility. 


6.4h.  Increase  the  number  of  youth  in 
Transitional  Living  Programs  who  are 
provided  tools,  training,  and  experiences  to 
feel  prepared  for  life  as  measured  by  youth 
who  complete  high  school/GED,  receive 
skills  or  job  readiness  training  and/or  secure 
employment.  (Developmental) 


FY  04:  TBD 
FY  03:  NA 


FY  04: 

FY  03:  Baseline 


Px  121 

HHS 
6.1 


Total  Funding  (dollars  in  millions) 

See  detailed  Budget  Linkage  Table  in  Part 
I  for  items  included  in  funding  totals. 


FY04:S113.0 
FY  03:5113.1 
FY  02:  $103.0 
FY01:$84.1 
FY  00:  $79.2 
FY  99:  $  76.5 


Bx:  budget  just.  Section 
Px:  page  #  performance  pte 
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PROGRAM  DESCRIPTION  AND  CONTEXT 

The  Runaway  and  Homeless  Youth  (RHY)  Program  began  in  1974  in  response  to  concern  about 
increasing  numbers  of  runaway  youth  exposed  to  exploitation  and  the  dangers  of  street  life.  It  has 
subsequently  been  expanded  to  assist  homeless  youth  both  on  a  short-term  basis  and  in  making 
the  transition  to  independent  living.  In  FY  2002,  ACF's  Basic  Center  and  Transitional  Living 
programs  provided  shelter  and  services  to  over  78,000  youth.  The  Street  Outreach  Program 
reached  519,955  youth  (duplicated  count)  and  included  the  distribution  of  289,384  food  and 
drink  items  or  packages,  432,073  written  materials  (e.g.,  brochures  or  fliers)  and  493,272  health 
and  hygiene  products.  TLP  and  BCP  staff  engaged  in  21 1,486  "brief  service  deliveries  to  youth, 
their  families  or  through  contacts  with  other  responsible  adults  or  professionals  on  behalf  of 
youth.  These  involved  counseling,  listening,  conversations,  referrals,  advice  and  other 
interactions  that  touched  the  lives  of  youth  but  may  not  have  resulted  in  admission  to  the  center 
or  program  and  being  recorded  in  RHYMIS.  Youth  may  have  dropped  by  a  center  for 
reassurance  or  guidance  and  did  not  stay  overnight;  in  some  cases  possibly  returning  home  with 
a  "new  perspective." 

The  Runaway  and  Homeless  Youth  Act  of  1999,  as  reauthorized,  requires  that  at  least  90  percent 
of  the  funds  be  spent  on  service  grants.  The  balance  supports  a  national  hotline  for  runaways,  an 
information  clearinghouse,  demonstration  projects,  data  collection,  on-site  program  monitoring 
and  other  support  functions. 

The  size  and  composition  of  the  young  homeless  population  varies  with  the  economy,  local  and 
national  demographics,  community  viability,  school  quality,  family  dynamics,  and  other  factors. 
Many  youth  served  in  the  RHY  programs  seek  assistance  because  of  problems  with  parental 
substance  abuse,  emotional,  sexual  and/or  physical  abuse  and  neglect,  or  other  adolescent/ 
parental  relationship  issues.  Others  are  caught  up  in  the  turmoil  of  adolescence  and  need  support 
in  coping  with  the  stresses  in  their  lives.  These  factors  complicate  service  delivery,  aftercare 
follow-up,  and  achievement  of  desirable  outcomes. 

Estimates  of  the  number  of  runaway  and  homeless  youth  in  the  United  States  vary,  ranging  from 
500,000  to  1 .5  million.  A  recent  projection  suggested  that  as  many  as  2.8  million  youth  in 
America  reported  a  runaway  experience  in  the  year  preceding  the  study.  In  FY  2002,  FYSB 
collaborated  with  the  Office  of  Planning,  Research  and  Evaluation  and  the  HHS  Office  of  the 
Assistant  Secretary  for  Planning  and  Evaluation  to  begin  a  Congressionally  mandated  study  of 
the  feasibility  of  various  means  to  more  accurately  count  the  number  of  runaway  and  homeless 
youth. 

The  Maternity  Group  Homes  Program  helps  protect  and  support  some  of  the  most  vulnerable  of 
America's  families  and  the  vital  role  they  play  in  the  nation's  future.  The  need  is  especially  great 
for  young  pregnant  mothers  and  their  children  who  lack  safe  and  stable  environments  in  which  to 
live.  These  women  are  vulnerable  to  abuse  and  neglect  and  often  end  up  on  welfare,  in  foster 
care,  in  homeless  shelters,  or  on  the  streets  and  their  children  are  at  high  risk  of  being  teen 
parents  themselves.  The  Maternity  Group  Homes  amount  of  $10  million  will  fund  approximately 
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53  continuation  grants  to  provide  a  range  of  coordinated  services  such  as  child  care,  education, 
job  training,  counseling  and  advice  on  parenting  and  life  skills  to  young  mothers. 

Positive  Youth  Development:  Fundamental  to  ACF's  approach  to  youth  programs  is  the  concept 
of  Positive  Youth  Development  (PYD),  which  promotes  the  strengths  and  abilities  of  youth  and 
the  positive  impact  they  can  have  on  the  nation's  communities.  The  PYD  approach  maintains 
that  youth  nurtured  by  caring  adults,  given  opportunities  to  become  involved  in  work  or 
education  that  builds  their  skills,  supported  and  protected  during  challenging  times,  and  actively 
engaged  in  service  to  the  community  can  become  valuable  contributors  to  the  quality  of 
community  life. 

In  FY  2001,  the  Assistant  Secretary  designated  PYD  as  a  key  priority  of  ACF.  In  June  2002 
FYSB,  working  with  its  partners,  sponsored  a  major  National  Youth  Summit  which  focused 
across  disciplines  and  service  areas  on  issues  supporting  PYD. 

Over  the  past  several  years,  FYSB  has  sponsored  a  number  of  efforts  to  broaden  and  re- 
emphasize  the  agency's  PYD-related  mission.  FYSB  encourages  communities  to  provide  the 
settings  and  services  needed  for  young  persons'  healthy  growth  and  development.  The  following 
"life  and  character  components"  are  essential  in  the  development  of  youth: 

•  Safe  places  with  structured  activities; 

•  Ongoing  relationships  with  caring  adults; 

•  Marketable  skills  through  effective  education  and  training; 

•  Healthy  choices  and  hopeful  futures;  and 

•  Opportunities  to  give  back  through  community  service. 

If  these  factors  are  addressed  at  the  same  time  as  basic  needs  -  such  as  safety,  security,  good 
nutrition,  access  to  health  care  and  other  essential  services  -  young  people  can  engage 
constructively  in  their  communities  and  society. 

Related  to  its  PYD  focus,  FYSB  has  established  grant  programs  that  target  support  in  several  key 
areas.  These  include  the  following: 

•  Basic  Center  Program  (BCP):  Grants  for  the  provision  of  outreach  crisis  intervention, 
temporary  shelter,  counseling,  family  unification  and  aftercare  services  to  runaway  and 
homeless  youth  and  their  families. 

•  Transitional  Living  (TLP)  and  the  Maternity  Group  Homes  Programs:  Grants  to  public 
and  private  organizations  to  support  projects  that  provide  longer-term  residential  services  for 
up  to  18  months  to  homeless  youth,  including  pregnant  and  parenting  youth  ages  16-21. 

•  Street  Outreach  Program  (SOP):  Grants  to  private,  non-profit  agencies  for  street-based 
outreach  and  education,  including  treatment,  counseling,  provision  of  information,  and 
referral  for  runaway,  homeless  street  youth. 
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Program  Partnerships 

FYSB  collaborates  wife  other  Federal  agencies,  other  ACF  programs,  States  and  community 
organizations  to  achieve  its  mission.  FYSB  funds  State  Youth  Development  Collaboration 
Projects  to  support  innovative  youth  development  strategies  and  capacity  building  at  the  State 
level.  The  five-year  grants  enable  the  States  to  develop  new,  or  strengthen  existing,  youth 
development  infrastructures,  partnerships  and  policies.  These  efforts  focus  on  all  youth, 
including  those  at-risk,  such  as  runaway  and  homeless  youth,  those  leaving  the  foster  care 
system,  abused  and  neglected  children,  and  others  served  by  the  child  welfare  and  juvenile 
justice  systems. 

FYSB  and  the  ACF  Children's  Bureau  (CB)  are  entering  their  eighth  year  of  collaboration  to 
promote  the  PYD  philosophy  and  approach  in  services  to  foster  care  and  homeless  youth,  with 
particular  reference  to  expanded  funding  under  the  Chaffee  Independent  Living  Program  (ILP). 
FYSB's  TLP  grantees  have  valuable  experience  in  helping  disadvantaged  older  youth  transition 
to  a  healthy  and  productive  adulthood;  thus,  FYSB  is  helping  CB's  ILP  connect  with  these 
community  resources. 

FYSB  works  with  agencies  across  HHS  and  other  public,  private,  and  non-profit  entities  to 
encourage  use  of  the  youth  development  framework  in  providing  effective  services  to  young 
people  through  many  work  groups  directed  at  the  problem  of  homelessness,  adolescent  health, 
HTV/STD  prevention  among  street  youth,  and  other  issues. 

PROGRAM  PERFORMANCE  ANALYSIS 

The  following  chart  is  illustrative  of  a  general  correlation  between  interventions  and  outcomes.  It 
includes  many  youth  with  multiple  issues  and  service  experiences.  Issues  and  services  have  been 
combined  into  similar  categories  and  grouped  in  a  horizontal  "problem... solution"  format  for 
representational  purposes  only.  The  continuation  of  an  "issue"  row  into  a  "services"  row  does  not 
imply  that  a  discrete  group  of  youth  with  a  given  issue  receive  only  that  service  or  that  the 
corresponding  service  directly  on  the  right  is  always  the  treatment  of  choice.  Obviously,  some 
correspondences  are  multiple.  However,  it  is  useful  to  observe  generic  correspondences,  e.g., 
between  the  number  of  housing  issues  identified  and  the  provision  of  alternative  housing 
solutions. 


Issues  Reported  by  Runaway 

and  Homeless  Youth  During  FY  02* 

#of 

RHY  Services  Provided  to  Runaway 

#of 

Youth 

and  Homeless  Youth  During  FY  02  * 

Youth 

(*Based  on  70,718  youth.  Shelter  and  other  basic  needs  are  provided  to  all  program  youth.  Manyyouth 

enter  the  RHY programs  with  multiple  issues,  for  which  multiple  services  are  appropriate.) 

Alcohol  and  Other  Drug  Abuse 

Alcohol  and  Other  Drug  Treatment  or 

38,859 

17,786 

Prevention 

Household  Dynamics 

62,795 

Basic  Support  Services 

78,079 

Psychological  Issues 

22,158 

Counselling/Therapy 

81,439 

Physical,  Sexual  or  Emotional  Abuse/ 

21,-119 

Support  Groups 

8,390 

Neglect/Assault 

Mental  Health 

22,158 

Sexual  Orientation/Gender  Identity 

2,819 
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Issues  Reported  by  Runaway 

and  Homeless  Youth  During  FY  02* 

#of 
Youth 

RHY  Services  Provided  to  Runaway 
and  Homeless  Youth  During  FY  02  * 

#of 
Youth 

("Based  on  70,718  youth.  Shelter  and  other  basic  needs  are  provided  to  all  program  youth.  Many  youth 
enter  the  RHY programs  with  multiple  issues,  for  which  multiple  services  are  appropriate.) 

Mental  Disability 

1,821 

Life  Skills  Training/Legal  Services 

50,572 

Physical  Disability 

624 

Employment 

7,092 

Unemployment 

8,722 

Housing  Issues 

20,931 

Health  Issues 

6,234 

Health  Care 
Recreational  Activities 

18,466 
39,400 

School/Education  Issues 

35,793 

Youth  Education 

24,040 

Total* 

223,050 

Total* 

346^37 

The  following  chart  illustrates  changes  in  living  situation  resulting  from  community-based  RHY 
program  operations.  The  upper  half  of  the  charts  represents  generally  positive  outcomes  and  the 
lower  half  generally  negative.  Note  that  most  youth  return  to  the  homes  of  parents,  guardians  or 
relatives.  See  also  measure  6.4a.  (This  chart's  format  is  only  illustrative  and  is  not  meant  to  imply 
that  an  individual  youth  in  the  "entrance"  column  exited  into  the  (identical)  situation  in  the  same 
row.) 


Living  Situation  at  Entrance 

#of 
Youth 

Living  Situation  at  Exit 

#of 
Youth 

Parent/Guardian's  Home 

51,578 

Parent/Guardian's  Home 

43,132 

Relative  or  Friend's  Home 

6,535 

Relative  or  Friend's  Home 

5,040 

Basic  Center 

1,004 

Basic  Center  (including  elsewhere  in  US) 

560 

Drug  Treatment  Center 

174 

Drug  Treatment  Center 

309 

Educational  Institute 

63 

Educational  Institute 

81 

FosteT  Home 

3,391 

Foster  Home 

3,513 

Group  Home 

1,245 

Group  Home 

1,987 

Independent  Living  Program 

97 

Independent  Living  Program 

303 

Job  Corps 

76 

Job  Corps 

125 

Living  Independently 

529 

Living  Independently 

882 

Mental  Hospital 

498 

Mental  Hospital 

843 

Military 

18 

Military 

41 

Other  Adult's  Home 

879 

Other  Adult's  Home 

671 

Other  Institution 

215 

Other  Institution 

439 

Parent/Spouse 

86 

Partner/Spouse 

49 

Residential  Treatment 

422 

Residential  Treatment 

723 

Transitional  Living  Program 

298 

Transitional  Living  Program 

814 

Other  Youth  Emergency  Shelter 

809 

Other  Youth  Emergency  Shelter 

736 

Correctional  Institute 

1,833 

Correctional  Institute* 

1,445 

Other  Temporary  Shelter 

558 

Other  Temporary  Shelter 

753 

Other  (in  another  living  situation) 

738 

Other  (in  another  living  situation) 

878 

Homeless  Shelter 

461 

Homeless  Shelter 

188 

Homeless  Family  Center 

269 

Homeless  Family  Center 

194 

Total  "safe  &  appropriate"  exits  ** 

63,706 

On  the  Street 

5,591 

On  the  Street 

4,232 
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Living  Situation  at  Entrance 

#  of 

Living  Situation  at  Exit 

#  of 

Youth 

Youth 

Unknown  situation  before  entry 

981 

Do  not  Know  *** 

3,221 

Total  not  "safe  &  appropriate"  exits 

7,453 

(Total  exit  situations) 

71,159 

Total  Entrances  **** 

78,348 

Total  "safe  and  appropriate"  exits  as  a 

813% 

percentage  of  total  entrances 

♦Placement  in  a  correctional  institute  may  be  appropriate  or  necessary  depending  on  the  legal  situation.  Youth's 
previous  status  in  the  justice  system  may  force  this  outcome. 

**  Youth  may  have  "run  away"  from  program  or  an  older  youth  may  have  chosen  to  leave. 
***  Youth  may  not  have  explained  reason  or  disclosed  destination 

****Entrances  are  more  numerous  than  exits  because  some  youth  who  entered  during  the  reporting  period  may  still 
be  in  the  programs  when  the  reporting  period  ends. 

Performance  Report 

In  recent  years,  from  55,000  to  more  than  75,000  runaway  or  homeless  youths  have  been 
reported  "admitted  to  services"  on  an  annual  basis,  as  counted  by  formal  enrollments  in  the 
Runaway  and  Homeless  Youth  Management  Information  System.  These  services  included  food, 
shelter,  clothing,  transportation,  counseling  and  life  skills  training,  recreation,  substance  abuse 
prevention,  education,  and  health  care.  New  data  from  improved  collection  methods,  collected 
during  FY  2002,  indicate  an  increased  number  of  youth  and  families  were  served  by  the  RHY 
system.  While  some  interventions  may  be  brief  or  temporary  (and  not  result  in  formal 
enrollment),  they  may  have  intrinsic,  and  sometimes  lasting,  value  for  the  youth,  the  family,  and 
the  community. 

FY  2001  data  consisted  of  a  very  uneven  mixture  of  data  reported  via  the  old  system  for  the  first 
half  of  the  year  with  RHYMIS-LITE  data  reported  from  April  onward  after  OMB  approved  the 
information  collection.  During  the  remainder  of  FY  2001,  grantees  received,  installed,  trained, 
and  operated  the  new  software.  We  are  unable  to  report  on  the  two  measures  that  were  dropped 
or  replaced  in  FY  2001-2002:  measure  6.4a.l  was  replaced  by  6.4a.2  and  measure  6.4e  was 
dropped.  ACF  will  project  targets  for  FY  2003-2004  based  on  the  new  baselines  provided  for 
measures  6.4a2, 6.4d  and  6.4c. 


Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 


PageM-116 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1786 


The  following  table  links  FY  2002  investments  to  program  outcomes: 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACmTTTES/OUTTOTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcome 

5  y4.z  rniuion 

Discretionary  service 

648  Basic  Center, 

Over  75,000  youth 

grants 

Transitional  Living  and 
Street  Outreach  Programs 

rescued  from  at-risk 
situations,  numerous 
runaway  episodes 
prevented,  numerous 

young  people  guided  onto 
1  me  right  path  toward 
1  adulthood 

S  2.2  million 

Promotion  of  quality 
services  and  positive 
youth  development 
approach  to  working 
with  and  serving 
vouth 

10  training  and  technical 
assistance  providers 

RHY  service  quality 
improvement 

S  5.0  million 

Program  support 
through  several  grants 
and  contracts  to 
provide: 
24/7  National 
Runaway 
Switchboard, 
logistics,  data 
collection,  and 
information 
clearinghouse 
services 

•  Switchboard  receives 
120,000  calls/year. 

•  Logistics  contract 
supports  onsite 
monitoring. 

•  Data  is  produced  for 
Congress  and  research 
community. 

Crisis  intervention  hotline 
for  youth  in  at-risk 
situations,  program 
accountability,  RHY 
service  quality 
improvement,  knowledge 
increase, 

•  Clearinghouse 

information  and 
publications  serve  the 
field 

(included  in  $5.0 
million  above) 

Promotion  of  the 
PYD  approach  to 
working  with  and 
serving  youth 
(conference  budget 
provided  by 
clearinghouse) 

National  Youth  Summit. 
June  26-28 

Knowledge  and 
awareness  about 
principles  of  positive 
youth  development 
increased,  new 
partnerships,  relationships 
and  collaborations 
established,  best  practices 
disseminated 
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$  1.3  million 

Promotion  of  the 
PYD  approach  to 
working  with  and 
serving  youth 

13  State  youth 
development 
collaboration 
demonstration  projects 

New,  innovative  and 
more  effective 
collaborations  established 
across  state  agency  lines 
and  between  State  and 
local  levels,  new  funds 
leveraged,  youth,  families 
and  communities  engaged 
(evaluations  pending) 

$  400,000 

Evaluations  including 
State  youth 
development 
collaboration  projects 

9  project  evaluation 
reports  for  first  group  of 
States  (13  in  all) 

Increased  knowledge 
about  more  effective 
governance  and  delivery 
of  youth  services  at  the 
State  and  local  level 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  issues 

Performance  achievements  among  specific  measures  cannot  be  evaluated  with  the  data  available 
prior  to  FY  2002  due  to  data  issues  such  as  unreliability.  Improvements  in  the  Runaway  and 
Homeless  Youth  Management  Information  System  (resulting  in  an  entirely  new  data  collection 
system  called  RHYMIS-LITE)  have  significantly  increased  grantee  compliance  with  data 
submission  requirements.  This  trend  is  expected  to  be  maintained  as  grantees  become 
increasingly  aware  of  the  new  ease  in  reporting  and  the  many  ways  they  can  use  the  RHYMIS 
data  to  improve  their  reporting  and  evaluation  processes.  FYSB  has  also  engaged  in  energetic 
messaging  and  advocacy  among  grantees  and  their  allies  about  the  importance  of  data  in  telling 
the  RHY  story  to  policymakers  and  legislators  through  GPRA  and  the  Report  to  Congress.  Under 
the  new  system,  grantees  need  less  time  for  reporting  and  can  spend  more  time  helping  youth. 

RHYMIS-LITE  is  a  Windows  application  with  a  browser-like  interface,  with  built-in  validation, 
verification  and  quality  assurance  routines  to  help  grantees  produce  high  quality  data.  The 
RHYMIS  Technical  Support  team  assists  those  agencies  submitting  problematic  transfers  or 
failing  to  report  and  works  to  deteirnine  the  underlying  source  of  difficulty.  Grantees  are  then 
able  to  address  input  problems  and  re-submit  data  before  the  reporting  period  ends.  The  technical 
support  team  performs  a  proactive  role  in  familiarizing  grantees  with  the  new  software  and 
encouraging  its  use. 

NOTE:  FY  2001  data  consisted  of  a  very  uneven  mixture  of  data  reported  via  the  old  system  for 
the  first  half  of  the  year  with  RHYMIS-LITE  data  reported  from  April  onward  after  OMB 
approved  the  new  information  collection.  During  the  remainder  of  FY  2001 ,  grantees  received, 
installed,  trained,  and  operated  the  new  software.  In  its  biennial  FY  2000-2001  report  to 
Congress,  mandated  by  the  1999  Runaway  and  Homeless  Youth  Act  (as  reauthorized),  FYSB  did 
not  report  any  RHYMIS  or  partial  RHYMIS-LITE  data  prior  to  FY  2002,  but  described  the 
program  improvement  activities. 
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Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

POSITIVE  YOUTH  DEVELOPMENT  OUTCOME  I:  Runaway  and  homeless  youth  and 
pregnant  and  parenting  teens  find  safety,  shelter  and  services  that  support  their  well-being  and 
development  into  adults. 

PROGRAM  GOAL  I:  Provide  appropriate  shelter,  counseling  and  other  support  services  to 
youth  and  their  families  in  high-risk  situations. 

6.4a.    FY  2003 :  Increase  to  X+y  percent  the  proportion  of  youth  living  in  safe  and 
appropriate  settings  after  exiting  AC F -funded  services. 

FY  2004:  Increase  to  X+y  percent  the  proportion  of  youth  living  in  safe  and 
appropriate  settings  after  exiting  ACF-funded  services. 

Data  Source:  RHYMIS-LITE 

This  measure  will  have  a  revised  FY  2003  baseline,  based  on  FY  2002  data  from  the  new 
instrument 

YOUTH  DEVELOPMENT  OUTCOME  n:  Youth  have  relationships  with  and  increasing  trust 
for  caring,  capable  adults. 

PROGRAM  GOAL  H.A:  Prevent  or  mitigate  severe  youth  crises  by  maintaining  the 
credibility  of  RHY  services  among  youth,  increasing  the  level  of  trust  which  youth  feel  for 
service  providers,  and  by  publicizing  opportunities  to  receive  help  (such  as  from  the 
National  Runaway  Switchboard  or  local  youth  agencies)  before  situations  deteriorate 
and/or  the  youth  leaves  home  (revised  goal  statement). 

6.4b.    FY  2003:  Increase  to  the  proportion  of  youth  that  call  the  National  Runaway 
Switchboard  when  they  are  contemplating  running  away  (but  before  they  do 
so).  (Dropped) 

Data  Source:  National  Runaway  Switchboard 

This  measure  has  been  dropped  because  of  the  difficulty  of  tracking  the  intention  and  timing  of 
the  contact. 

Developmental  Measure: 

6.4c    FY  2003:  Maintain  the  proportion  of  youth  that  contact  the  National  Runaway 
Switchboard  (for  counseling  and  referral  to  safe  shelter  or  other  services) 
earlier  rather  than  later  in  their  runaway  episode  (up  to  the  first  week). 
(Developmental) 
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FY  2004:  Maintain  the  proportion  of  youth  that  contact  the  National  Runaway 
Switchboard  (for  counseling  and  referral  to  safe  shelter  or  other  services) 
earlier  rather  than  later  in  their  runaway  episode  (up  to  the  first  week). 
(Developmental) 

POSITIVE  YOUTH  DEVELOPMENT  OUTCOME  III:  Youth  are  empowered  to  develop 
into  independent,  contributing  members  of  society. 

PROGRAM  GOAL  m.A:  Increase  the  involvement  of  youth  in  service  to  their  communities. 

Developmental  Measure 

6.4<L    FY 2003:  Establish  and  maintain  the  number  of  BC  and  TLP youth  engaged  in 
activities  that  help  others  or  the  community  through  community  service  and 
service  learning. 

FY 2004:  Maintain  the  number  of  BC  and  TLP  youth  engaged  in  activities  that 
help  others  or  the  community  through  community  service  and  service  learning. 

Data  Source:  RHYMIS-LITE 

PROGRAM  GOAL  m.B:  Strengthen  youth  in  reaching  their  full  potential  socially  and 
economically  by  providing  opportunities  that  move  them  toward  self-sufficiency. 

Developmental  Measure 

6.4 f.    FY 2003:  Increase  the  number  of youth  in  the  transitional  living  programs  who 
successfully  complete  the  program, 

FY 2004:  Increase  the  number  of  youth  in  the  transitional  living  programs  who 
successfully  complete  the  program. 

Data  Source:  RHYMIS-LITE 

PROGRAM  GOAL  MI.C:  Build  partnerships  across  governments,  with  communities,  and  with 
youth  to  help  youth  develop  as  individuals  and  as  citizens. 

6.4g.    FY 2003:  Maintain  at  13  States  and  youth  services  grantees  in  those  States  a 

collaboration  that  supports  a  youth  development  approach  to  services  for  young 
people,  including  substance  abuse  and  teen  pregnancy  prevention  activities  and 
add  additional  States  as  resources  become  available.  (Dropped) 

This  measure  is  being  dropped  since  it  will  no  longer  have  meaning  as  the  current  group  of 
States  completes  its  term.  FYSB  is  helping  grantees  conduct  evaluations  of  these  projects. 
Evaluations  will  be  published  in  FY  2003  or  early  the  following  year. 
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POSITIVE  YOUTH  DEVELOPMENT  OUTCOME  IV:  Youth  achieve  good  mental  and 
physical  health  and  a  greater  sense  of  optimism,  empowerment  and  possibility. 

PROGRAM  GOAL  IV:  Build  on  the  strengths  of  long-term  residential  programs  to  provide 
skills,  produce  confidence  and  achieve  lasting  benefits  in  the  lives  of  youth  transitioning  to 
adulthood. 

Developmental  Measures 

6.4K    FY  2004:  Increase  the  number  of  youth  in  Transitional  Living  Programs  who 
are  provided  tools,  training,  and  experiences  to  feel  prepared  for  life  as 
measured  by  youth  who  complete  high  school/GED,  receive  skills  or  job 
readiness  training,  and/or  secure  employment 

Data  Source:  RHYMIS-LITE 

6.5      TEMPORARY  ASSISTANCE  FOR  NEEDY  FAMILIES:  CHILD  WELL-BEING 

Program  Purpose  and  Legislative  Intent 

The  purposes  of  TANF  are  to  provide  assistance  to  needy  families  so  that  children  can  be  cared 
for  in  their  own  homes;  to  reduce  dependency  by  promoting  job  readiness,  work  and  marriage;  to 
prevent  out-of-wedlock  pregnancies;  and  to  encourage  the  formation  and  maintenance  of  two- 
parent  families.  TANF  is  authorized  under  title  IV- A  of  the  Social  Security  Act,  as  amended  by 
PRWORA.  (A  detailed  discussion  of  TANF  has  been  provided  under  Strategic  Goal  1.) 

Under  the  President's  welfare  reauthorization  proposal,  child  well-being  would  become  an 
explicit  goal  of  TANF  and  funding  would  be  available  to  support  demonstration  and  research 
projects  aimed  at  improving  child  well-being  through  the  promotion  of  healthy  marriages  and 
family  formation. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Enhance  child  well-being  by  promoting  healthy  marriages  and family  formation 
and  reducing  out-of-wedlock  pregnancies. 

6.5a.  The  number  of  States 
implementing  initiatives  to  promote 
healthy  marriages.  (Developmental) 

FY  04:  NA 

FY  04:  (baseline) 
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PROGRAM  DESCRIPTION  AND  CONTEXT 

ACF  uses  TANF  resources  to  develop  strategies  aimed  at  promoting  healthy  marriages  and 
family  formation.  For  example,  a  majority  of  States  have  eliminated  restrictions  on  two-parent 
families'  eligibility  for  welfare,  such  as  the  requirements  under  the  previous  AFDC  program  that 
one  parent  be  either  incapacitated  or  unemployed.  Several  States  have  undertaken  efforts  to 
promote  healthy  marriages  ranging  from  pilot  programs  to  statewide  initiatives.  ACF  is 
providing  technical  assistance  and  conducting  research  projects  to  further  knowledge  about  how 
strengthening  marriage  can  promote  child  well-being. 

PROGRAM  PERFORMANCE  ANALYSIS 

ACF  has  established  this  new  objective  because  of  the  strong  indication  that  there  is  a  significant 
relationship  between  family  structure  and  child  well-being.  Research  indicates  that  children  who 
grow  up  in  healthy,  married,  two-parent  households  have  a  more  solid  foundation  for  success. 
They  are  less  likely  to  experience  poverty,  engage  in  high-risk  behavior,  or  suffer  from 
emotional  or  developmental  problems.  Over  time,  these  children  have  higher  levels  of 
educational  attainment,  employment  opportunity  and  earning  potential.  In  contrast,  children  who 
grow  up  in  non-married  households  or  without  their  father  present,  are  more  likely  to  live  in 
poverty,  drop  out  or  fail  out  of  school,  engage  in  at-risk  behavior  and  suffer  emotional  or 
psychological  problems  necessitating  treatment. 

Performance  Report 

ACF  will  begin  reporting  on  State  activities  that  promote  healthy  marriages  and  family  formation 
initiated  in  FY  2004.  This  information  will  produce  baseline  data  for  this  process  measure. 

Data  Issues 

Lack  of  data  represent  one  of  the  main  limitations  in  research  relating  to  marriage  and  family 
formation.  Specifically,  few  data  exist  at  the  national  or  State  level  that  allow  researchers  to  track 
marriage,  divorce  and  related  issues.  ACF  will  address  these  limitations  by  working  with  States 
and  other  partners  in  developing  or  enhancing  data  collections  systems  to  capture  marriage- 
related  information  and  facilitate  future  research. 

Performance  Plan 

Performance  Measures  for  FY  2004 

PROGRAM  GOAL:  Enhance  child  well-being  by  promoting  healthy  marriages  and  family 
formation  and  reducing  out-of-wedlock  pregnancies. 

Developmental  Measures 

6.5a    FY  2004:  The  number  of  States  implementing  initiatives  to  promote  healthy 
marriages.  (Developmental) 
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Data  Source:  TANF  Administrative  Data 

This  measure  has  been  added  as  a  process  measure  to  assess  the  number  of  States  implementing 
marriage  promotion  activities  under  TANF.  ACF  expects  to  enhance  this  measure  to  assess  the 
breadth  of  marriage  promotion  activities  at  the  State  level  under  TANF  and  eventually  to  replace 
this  process  measure  with  an  outcome-oriented  measure  which  will  measure  the  well-being  of 
children  in  healthy  marriages  among  low-income  married  couples. 
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Strategic  Goal  3:  Increase  the  Health  and  Prosperity  of 
Communities  and  Tribes 

rationale 

Strong  neighborhoods  and  communities  provide  positive,  healthy  environments  for  children  and 
families.  ACF  achieves  its  goal  of  increasing  the  health  and  prosperity  of  communities  and 
Tribes  by  strengthening  local  community  partnerships,  improving  civic  participation,  and 
working  with  Tribes  and  Native  American  communities  to  build  capacity  and  infrastructure  for 
social  and  economic  development. 

ACF  supports  a  variety  of  activities  in  its  community-based  programs.  These  include  strategies 
to  create  jobs  in  economically  disadvantaged  communities,  to  help  communities  develop 
comprehensive  service  networks  for  supporting  local  residents,  to  empower  residents  to  leverage 
local  assets  and  to  assist  communities  in  their  efforts  to  respond  to  energy  emergencies  and  to 
prevent  family  violence. 

The  LIHEAP  request  for  an  increase  of  $300  million  over  the  FY  2003  President's  Budget  will 
enable  States  to  meet  energy  emergencies  of  our  most  vulnerable  populations  (the  elderly, 
households  with  small  children  and  persons  with  disabilities)  due  to  extemes  in  temperature, 
either  during  severe  cold  weather  in  the  winter  or  sustained  heat  waves  in  the  summer.  The 
request  for  an  increase  of  $843,000  for  the  Domestic  Violence  Hotline  will  assure  adequate 
responsiveness  to  increased  calls  due  to  public  awareness  messages. 

OBJECTIVES  AND  MAJOR  PROGRAM  AREAS 

7.        Build  healthy,  safe  and  supportive  communities  and  Tribes 

Community  Services  Block  Grant 
Family  Violence  Prevention  Program 
Low-Income  Home  Energy  Assistance 
Native  Americans  Programs 

7.       BUILD  HEALTHY,  SAFE  AND  SUPPORTIVE  COMMUNITIES  AND  TRIBES 

Approach  for  the  Strategic  Objective:  Strengthen  local  communities  through  community 
partnerships  and  improving  civic  participation;  increase  community  development  investments  so 
that  families  can  lead  healthy,  safe  and  productive  lives;  and  work  with  Tribes  and  Native 
American  communities  to  develop  strategies  and  programs  to  promote  social  and  economic 
development  and  self-sufficiency. 

The  Secretary  of  HHS  created  a  Rural  Task  Force  to  examine  how  HHS  programs  can  be 
strengthened  to  better  serve  rural  communities.  ACF  supports  that  effort  and  has  identified 
strengthening  rural  farnilies  and  communities  as  one  of  its  key  priorities.  Additionally,  ACF  is 
working  with  the  Office  of  the  Secretary  and  other  HHS  Operating  Divisions  (OpDivs)  — 
particularly  Health  Resources  and  Services  Administration  (HRSA)  -  to  ensure  that  the 
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Secretary's  Rural  Initiative  Task  Force  gives  appropriate  attention  to  human  services  policy  and 
program  matters.  Among  other  activities,  ACF  will  support  the  new  HHS  Advisory  Committee 
on  Rural  Health  and  Human  Services  by  providing  information  for  a  Department-wide 
clearinghouse  on  rural  issues,  exploring  the  possibility  of  using  geographic  information  system 
technology  for  agency-wide  planning  on  rural  issues,  and  assisting  HRSA  in  its'  implementation 
of  State-wide  and  local-level  demonstration  projects  to  provide  human  services  and  health 
services  in  rural  areas. 

7.1      COMMUNITY  SERVICES  BLOCK  GRANT 
Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Community  Services  Block  Grant  (CSBG)  Program  is  to  assist  States  and 
local  communities  to  reduce  poverty,  revitalize  low-income  communities  and  empower  low- 
income  families  and  individuals  to  become  more  self-sufficient  Ninety  percent  of  the  CSBG 
funds  pass  through  States  to  local  eligible  entities,  most  of  which  are  Community  Action 
Agencies  (CAAs).  Based  on  local  needs  assessment,  local  agencies  use  CSBG  funds  to  leverage 
resources  to  coordinate  and  develop  programs  filling  gaps  in  their  community  service  system 
with  a  wide  variety  of  programs,  services  and  activities. 

CSBG  provides  the  core  funding  to  communities  to  develop  the  capacity  to  ameliorate  the 
conditions  and  causes  of  poverty.  State  and  local  agencies  supplement  the  resources  of  the  CSBG 
through  volunteers  and  other  financial  resources  in  order  to  carry  out  the  many  activities  required 
to  reduce  poverty.  Therefore,  an  important  measure  of  the  capacity  of  States  and  local  CSBG 
service  providers  to  carry  out  this  program  is  whether  they  are  successfully  building  the  capacity 
to  leverage  resources  to  provide  needed  services  and  activities. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Ensure  that  low-income  people  have  a  stake  in  their  community. 

7. 1  a.  Increase  by  two  percent  over  the 
previous  year  the  number  of  volunteer 
hours  contributed  by  CSBG 
consumers  in  one  or  more  community 
groups  (in  million  of  hours). 

FY  04:  Increase  2% 
FY  03:  30.07 
FY  02:  29.48 
FY  01:  27.7 
FY  00:  28.9 
FY  99:  28.6 

FY  04:  12/05 
FY  03:  12/04 
FY  02: 12/03 
FY  01:  30.3* 
FY  00:  30.7 
FY  99:  27.46 
FY  98:  26.86 
FY  97:  27 
FY  96:  28.06 

Pxl30 

HHS 
6.4 

•50  States  Reporting 
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Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Conditions  in  which  low-income  people's  lives  are  improved. 

7.1b.  Increase  by  two  percent  over  the 
previous  year  the  amount  of  non- 
Federal  resources  brought  into  low- 
income  communities  by  the 
Corntnuniiy  Services  Network  (in 
billions  of  leveraged  non-Federal 
funds). 

FY  04:  Increase  2% 
FY  03:  $1.7 
FY  02:  $1.68 
FY01:$1.66 
FY  00:  $1.38 

FY  04:  12/05 
FY  03:  12/04 
FY  02:  12/03 
FY  01:  $2.5** 
FY  00:  $1.83 

Px  130 

HHS 

6.4 

FY  99:  $1.36 

FY  99:  $1.92 
FY  98:  $1.64 
FY  97:  $1.26 
FY  96:  $1.20 

**(5I  States  Reporting) 

\  Total  Funding  (dollars  in  millions) 

See  detailed  Budget  Linkage  Table 
in  Part  I  for  line  items  included  in 
funding  totals. 

FY  04:  $495.0 
FY  03:  $570.0 
FY  02:  $650.0 
FY  01:  $657.7 
FY  00:  $584.3 
FY  99:  $553.3 

Bx:  budget  just  Section 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 


At  the  heart  of  CSBG  is  ROMA  -  Results  Oriented  Management  and  Accountability  -  that 
began  prior  to  the  passage  of  GPRA  to  focus  on  increasing  the  capacity  of  local  providers  to 
increase  program  performance.  ROMA  is  an  interagency  initiative,  which  promotes  outcome- 
based  management  strategies  for  community,  State  and  Federal  programs  participating  in  the 
CSBG  programs.  It  not  only  provides  the  opportunity  for  States  and  local  agencies  to  measure 
results  but  more  importantly,  it  provides  a  framework  for  examining  agency  mission  and  goals 
and  evaluating  progress  for  all  of  the  family  and  community  development  programs  delivered  by 
the  Community  Action  Agencies.  The  implementation  of  ROMA  is  one  of  the  most  effective 
ways  for  OCS  to  encourage  program  improvement  in  a  devolved  block  grant  environment 
ROMA  measures  progress  and  allows  partners  at  each  level  -  local,  State  and  Federal  -  to  focus 
on  the  training  and  technical  assistance  required  for  achieving  the  six  national  goals: 

•  Low-income  people  become  more  self-sufficient; 

•  Conditions  in  which  low-income  people  live  are  improved; 

•  Low-income  people  own  a  stake  in  their  community; 

•  Partnerships  among  supporters  and  providers  of  services  to  low-income  people  are 
achieved; 

•  Agencies  increase  their  capacity  to  achieve  results;  and 

•  Low-income  people,  especially  vulnerable  populations,  achieve  their  potential  by 
strengmening  family  and  other  supportive  systems. 
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Funds  have  been  provided  to  develop  and  implement  cutting-edge  management  and 
measurement  tools  such  as  (a)  scales  that  measure  incremental  progress  of  families  and 
communities;  (b)  entry-level  training  in  performance  measurement  and  strategic  planning;  (c)  the 
development  of  an  advanced  tram-me-trainer  program;  and  (d)  innovative  data  collection  tools. 
OCS  worked  closely  with  national,  State  and  local  partners  to  effectively  share  the  findings  and 
products  of  these  efforts. 

Flexibility  to  tailor  services  and  activities  to  individual  family  and  local  community  need  is  the 
key  to  any  successful  delivery  system.  A  major  challenge  in  developing  ROMA  was  to  retain  the 
legislatively  intended  flexibility  at  the  local  level  while  mamtaining  a  tool  for  national 
accountability.  During  this  development  phase,  ROMA  allowed  localities  and  States  to 
collaborate  on  the  best  incremental  measures  for  their  programs  while  developing  a  system  for 
aggregating  data  at  the  national  level. 

ROMA  has  been  adopted  by  a  significant  portion  of  the  Cornmunity  Services  Network.  OCS  is 
in  the  process  of  identifying  six  to  ten  outcome  measures  across  the  six  goals  that  best  reflect 
community  action  programs.  These  outcomes  will  be  required  of  all  community  action  agencies 
in  all  States  and  information  will  be  collected  based  upon  the  services  of  all  the  programs  and 
services  within  an  agency  that  contribute  to  achieving  the  outcome,  not  just  CSBG.  OCS  is 
establishing  plans  and  timetables  in  collaboration  with  States  and  localities  to  have  this 
additional  ROMA  requirement  in  place  by  Fiscal  Year  2004. 

Program  Partnerships 

Given  CSBG's  anti-poverty  focus,  the  program  relies  on  partnerships  at  the  State  and  local  level 
to  achieve  its  mission.  Crosscutting  partnerships  enable  CSBG  to  provide  its  clients  with  a  broad 
spectrum  of  activities  aimed  at  ameliorating  the  causes  and  conditions  of  poverty.  However, 
CSBG's  programmatic  diversity  also  raises  one  of  the  primary  challenges  to  program 
effectiveness,  a  challenge  that  demands  continuous  attention  and  nurturing  on  the  part  of 
program  staff  at  all  levels. 

PROGRAM  PERFORMANCE  ANALYSIS 

The  1998  Reauthorization  Act  required  that  by  FY  2001  all  agencies  should  begin  implementing 
ROMA.  As  a  response,  OCS  identified  core  activities  to  States  to  measure  ROMA  progress. 
OCS  encouraged  States  and  eligible  entities  to  use  core  ROMA  activities  to  assess  their  own 
progress  and  to  identify  what  work  would  need  to  be  completed  by  FY  2003. 

States  currently  engage  in  several  key  activity  areas:  (1)  to  provide  technical  assistance  in  the 
form  of  statewide  partnership  grants  for  statewide  implementation  of  ROMA;  (2)  to  use  five-year 
grants  to  strengthen  the  capacity  of  State  CAA  Associations;  (3)  to  assist  eligible  entities  through 
special  State  technical  assistance  grants  to  address  complex  issues  relating  to  ROMA 
implementation;  (4)  to  provide  a  Train-the-Trainer  institute  on  ROMA;  and  (5)  to  provide  a 
National  Academy  to  help  agencies  build  their  leadership  and  financial  management  capacity. 
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As  indicated,  because  CSBG  provides  the  core  funding  in  communities  used  to  develop  their 
capacity  to  ameliorate  the  conditions  and  causes  of  poverty,  OCS  expects  agencies  to  supplement 
CSBG  resources  through  volunteers  and  other  leveraged  financial  resources.  Therefore,  States 
must  be  successful  in  filling  the  gaps  for  services  and  activities.  OCS  also  holds  CAAs 
accountable  for  achieving  two  of  the  key  national  goals: 

•  The  extent  to  which  local  residents  volunteer  to  work  with  the  CSBG-supported  agencies; 
and 

•  The  extent  to  which  Community  Action  Agencies  are  able  to  "leverage"  funds  from  other 
programs  to  enhance  their  efforts  to  achieve  one  or  more  of  the  six  national  CSBG  goals. 

The  first  measure  -  the  number  of  hours  of  volunteer  work  contributed  by  the  community 
residents  -  reflects  how  well  the  local  Community  Action  Agency  has  engaged  its  target 
population  and  community,  and  the  degree  to  which  its  programs  reflect  community  needs  and 
interests.  This  connection  with  the  community  distinguishes  CSBG  from  other  programs  focused 
on  anti-poverty  and  economic  development  work. 

The  second  measure  -  the  amount  of  non-Federal  funds  leveraged  by  Community  Action 
Agencies  -  points  to  three  key  attributes.  First,  it  reflects  the  willingness  of  other  State,  local  and 
private  partners  to  collaborate  and  to  invest  in  the  agencies.  Second,  it  recognizes  that  the 
broader  goals  of  self-sufficiency  and  community  economic  development  require  strong 
partnerships  across  public,  private  and  non-profit  sectors  of  the  community.  Third,  it 
acknowledges  that  CSBG  cannot  support  all  the  work  of  community  action,  but  plays  a  critical 
role  in  partneTship  development 

Performance  Report 

CSBG  networks  have  achieved  consistently  high  levels  of  volunteer  contributions  (measure 
7.1a).  However,  the  contributions  have  fluctuated  over  the  last  several  years,  declining  from  a 
high  of  28  million  hours  in  1996  to  26.8  million  hours  in  1998  and  then  rising  from  27.4  million 
hours  in  1999  to  30.3  million  hours  in  2001.  This  increase  is  2.6  million  above  the  FY  2001 
projected  target.  ACF  expects  that  the  volunteer  contribution  will  continue  to  increase  as 
agencies  develop  new  volunteer  opportunities.  Pilots  have  been  initiated  in  several  States  to 
address  volunteerism  and  the  populations  of  the  aged  and  disabled,  striving  to  help  seniors  and 
disabled  populations  obtain  public  benefits.  With  the  help  of  faith-  and  community-based 
organizations,  houses  of  worship,  and  youth  -  and  working  in  partnership  with  the  National 
Council  on  the  Aging  -  volunteers  will  help  individuals  within  these  populations  to  access  public 
benefits. 

A  four-year  (1994-97)  trend  analysis  of  local  networks*  resources  revealed  that  there  has  been  a 
decline  in  non-CSBG  resources,  largely  due  to  the  elimination  or  reduction  of  Federal  funding  in 
discretionary  domestic  programs  for  low-income  individuals  and  communities.  Many  programs, 
historically  administered  by  CAAs  and  other  community-based  organizations,  were  eliminated 
while  others  were  drastically  reduced.  The  steady  growth  in  resources  in  all  other  sectors  kept  the 
network  from  a  precipitous  loss  of  capacity  to  respond  to  the  needs  of  the  low-income 
community. 
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The  levels  of  non-Federal  funding  consistently  increased  since  FY  1997.  The  measure  (7.1b) 
identifies  non-Federal  funds,  which  increased  to  $1.92  billion  in  1999  from  $1.20  billion  in  1996. 
In  FY  2001,  non-Federal  funding  exceeded  the  target  by  $84  million.  This  is  an  increase  of  $67 
million  from  the  FY  2000  actual  because  the  number  of  States  reporting  increased  from  49  to  51 
in  FY  2001 .  ACF  expects  that  CSBG  grantees  will  continue  their  efforts  to  leverage  increases  in 
non-Federal  funds. 

The  following  table  illustrates  how  ACT  is  mvesting  FY  2002  resources  to  improve  the 
efficiency  and  effectiveness  of  the  Community  Services  Block  Grant  Program  at  the  State  and 
community  levels. 


BUDGET  TABLE  LINKING  INVESTMENT  OF 
ACTIVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

$2,500,000 

Training  and  Technical 
Assistance 

Statewide  Partnership 
Grants  and  Regional 
Collaboration 

Statewide 
Implementation  of 
ROMA 

$2,300,000 

Develop  and  Implement 
Management  and 
Measurement  Tools 

Ability  to  Measure 
Incremental  Progress 

Strengthen  Capacity  of 
State  CAA  Associations 
to  Implement  a 
Performance 
Measurement  System 

$1,158,000 

Develop  Advanced 
Train-the-Trainers 
Program 

Trained  Professionals 

Increased  Training  at 
the  Local  Level 

$700,000 

Develop  Data 
Collection  Tools 

Improved  Data 
Collection 

Accurate,  Valid  Date 
Collection  System 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program 


Data  Issues 

Data  collected  for  CSBG  are  collected  through  the  CSBG  Information  System  (CSBG/IS) 
survey,  which  is  administered  by  the  National  Association  for  State  Community  Services 
Programs  (NASCSP).  OCS  and  NASCSP  have  worked  closely  to  ensure  that  the  survey  captures 
the  required  information.  Because  the  CSBG  is  a  Block  Grant  and  States  have  flexibility  in 
determining  their  program  years,  there  is  substantial  time  lag  in  reporting.  NASCSP  and  OCS 
have  worked  closely  to  ensure  that  reporting  by  States  is  more  timely  and  complete  by  providing 
better  survey  tools  and  reporting  processes.  Over  the  past  two  years,  the  time  lag  in  reporting  has 
decreased  by  six  months.  OCS'  goal  is  to  receive  CSBG  data  by  the  next  fiscal  year. 
Technology  continues  to  be  a  major  concern  for  States  and  local  agencies  in  providing  quality 
data  collection  and  reporting.  However,  local  agencies,  typically  non-profit  organizations  whose 
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funds  are  primarily  dedicated  to  and  invested  in  providing  service,  view  developing  and 
investing  in  technology  as  a  secondary  concern.  With  the  need  to  track  outcomes  for  families  and 
clients  over  longer  periods  of  time  comes  the  need  for  more  sophisticated  tools.  Much  of  the 
technical  assistance  provided  by  OCS  and  the  States  in  the  past  several  years  has  focused  on 
assisting  States  and  agencies  in  meeting  this  challenge. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Ensure  that  low-income  people  have  a  stake  in  their  community. 

7.1a.    FY  2003:  Increase  by  two  percent  over  the  previous  year  the  number  of 

volunteer  hours  contributed  by  CSBG  consumers  in  one  or  more  community 
groups. 

FY  2004;  Increase  by  two  percent  over  the  previous  year  the  number  of 
volunteer  hours  contributed  by  CSBG  consumers  in  one  or  more  community 
groups. 

PROGRAM  GOAL:  Use  Federal  funds  as  leverage  to  improve  conditions  where  low-income 
people  live. 

7.1b.  FY  2003;  Increase  by  two  percent  over  the  previous  year  the  amount  of  non- 
Federal  resources  brought  into  low-income  communities  by  the  Community 
Services  Network. 

FY  2004;  Increase  by  two  percent  over  the  previous  year  the  amount  of  non- 
Federal  resources  brought  into  low-income  communities  by  the  Community 
Services  Network. 

States  and  agencies  are  continuing  to  develop  and  test  a  menu  of  performance  measures  that 
reflect  impact  on  low-income  families  and  communities.  In  FY  2004,  this  menu  will  be  refined 
and  consolidated  to  provide  a  more  detailed  picture  of  the  results  achieved.  Several  CSBG 
partners  have  begun  experimenting  with  community-level  measures,  e.g.,  "increase  in  affordable 
housing  available"  and  "increase  in  the  amount  of  property  tax  generated  as  a  result  of 
rehabilitation  projects."  Additional  measures  will  be  considered  for  inclusion  in  future  annual 
performance  plans  as  the  Network  gains  more  experience  and  sophistication  in  detenriining  the 
most  appropriate  indicators  for  measuring  community  revitalization  results. 

7.2     FAMILY  VIOLENCE  PREVENTION 

Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Family  Violence  Prevention  and  Services  Act  (FVPSA)  is  to  assist  States  and 
Indian  Tribes  in  their  efforts  to  respond  to  and  prevent  family  violence.  ACF's  Family  Violence 
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Prevention  and  Services  Program  (FVPSP)  is  responsible  for  the  administration  and  oversight  of 
a  number  of  activities  pertaining  to  family  violence.  FVPSA  allocates  funds  to  support  the 
provision  of  immediate  shelter  and  related  assistance  for  victims  of  family  violence  and  their 
dependents.  Funding  is  also  allocated  to  cany  out  coordination,  research,  training,  technical 
assistance,  and  clearinghouse  activities. 

The  Family  Violence  Prevention  and  Services  Act  was  enacted  as  title  HI  of  the  Child  Abuse 
Amendments  of  1984,  and  was  reauthorized  and  amended  most  recently  by  the  Victims  of 
Trafficking  and  Violence  Protection  Act  of 2000  (Pub.  L.  103-322). 


Summary  Table 


Reference 

Actual 

(page  #  in  printed 

Performance  Measures 

Targets 

Performance 

document) 

PROGRAM  GOAL:  Build  healthy,  safe  and  supportive  communities  and  Tribes  that  increase  the 
ability  of  family  violence  victims  to  plan  for  safety. 


Objective:  Support  programs  to  provide  immediate  shelter  and  related  assistance  for  victims  of family 
violence  and  their  dependents. 


7.2a.  Increase  the  number  of  Federally 
recognized  Indian  Tribes  mat  have 
family  violence  prevention  programs. 


FY  04:  200 
FY  03: 195 
FY  02: 190 
FY  01: 189 
FY  00: 174 
FY  99:  162 


FY  04 

FY  03 

FY  02 

184 

FY  01 

181 

FY  00 

187 

FY  99 

174 

FY  98 

174 

FY  96 

120 

Pxl37 


PROGRAM  GOAL:  Ensure  that  victims  of  domestic  violence  and  sexual  assault,  their  family  and 
friends,  and  others  interested  in  their  safety  and  support,  have  a  source  of  comprehensive  and  timely 
information,  crisis  services,  and  assistance. 


7.2b.  Increase  the  capacity  of  the 
National  Domestic  Violence  Hotline  to 
respond  to  an  increase  in  the  average 
number  of  calls  per  month. 


FY  04: 12,500 
FY  03:12,000 
FY  02: 11,500 
FY  01:11,000 
FY  00:  NA 
FY  99:  NA 


FY  04: 
FY  03: 

FY  02:  12,500 
FY  01:  13,800 
FY  00:  11,000 
FY  99: 11,000 
FY  98:  8,000 


Pxl37 


Objective:  Build  the  capacity  of  the  National  Domestic  Violence  Hotline  to  receive  and  respond  to  calls 
from  sexual  assault  victims/survivors  and  their  family/friends. 
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7.2c.  Increase  the  amount  of  training 
hours  provided  to  advocates  to  handle 
sexual  assault  calls.  (Developmental) 

FY  04:  384 
FY  03:  192 

FY  04: 
FY  03: 

FY  02:  Baseline 

Pxl35 

Total  Funding  (dollars  in  millions) 

See  detailed  Budget  Linkage  Table  in 
Part  I  for  line  items  included  in 
funding  totals. 

FY  04:  $127.4 
FY  03:  $126.7 
FY  02:  $126.7 
FY  01:  $119.1 
FY  00:  $103.5 
FY  99:  $90.5 

Bx:  budget  just,  section 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 


Family  violence  is  a  broad  term,  encompassing  all  forms  of  violence  within  the  context  of  family 
or  intimate  relationships,  including  domestic  violence,  child  abuse  and  elder  abuse.  The  primary 
focus  of  the  FVPSA  has  been  supporting  intervention  and  prevention  efforts  targeting  domestic 
violence,  or  violence  and  abuse  between  adult  intimate  partners.  Most  commonly,  domestic 
violence  involves  the  abuse  of  a  female  by  a  male  partner  or  ex-partner,  current  or  former 
spouse,  or  date.  Domestic  violence  is  an  issue  of  increasing  concern  because  of  its  far-reaching 
and  negative  effects  on  all  family  members,  including  children.  Domestic  violence  is  not 
confined  to  any  one  socioeconomic,  ethnic,  religious,  racial,  or  age  g roup,  and  occurs  in  rural, 
urban  and  Tribal  communities.  It  is  the  leading  cause  of  injury  to  women  in  the  United  States, 
where  they  are  more  likely  to  be  assaulted,  injured,  raped  or  killed  by  a  male  partner  than  by  any 
other  type  of  assailant. 

Statistics  show  that  nearly  30  percent  of  all  violence  against  women  by  a  single  offender  is 
committed  by  an  intimate  -  a  husband  (3.4  percent),  ex-husband  (1.6  percent),  boyfriend/ex- 
boyfriend/well-known-to-victim  (24.6  percent).  Estimates  from  the  National  Crime 
Victimization  Survey  (NCVS)  indicate  that  the  number  of  female  victims  declined  from  1993  to 
1998.  In  1998  women  experienced  about  900,000  violent  offenses  at  the  hands  of  an  intimate, 
down  from  1.1  million  in  1993.  Estimates  from  a  compilation  of  data  maintained  by  the  Bureau 
of  Justice  Statistics  and  the  Federal  Bureau  of  Investigation  on  violence  and  reported  in  March  of 
1998  showed  a  similar  decline  in  the  number  of  victirnizations  experienced  by  women  at  the 
hands  of  an  intimate  partner.  Data  on  the  rates  of  intimate  partner  violence  considered  by  age 
category  indicate  that  from  1993  to  1998,  women  ages  16  to  24  experienced  the  highest  per 
capita  rates  of  intimate  partner  violence  (19.6  per  1,000  women). 

Accurate  information  on  the  extent  of  domestic  violence  is  difficult  to  obtain  because  of 
extensive  under-reporting.  Using  the  above  estimates  as  evidence  of  reported  incidence, 
domestic  violence  experts  project  that  each  year  in  this  country  between  one  and  four  million 
women  are  abused  to  the  point  of  injury  by  a  male  partner  or  ex-partner.  About  one-fourth  of  all 
hospital  emergency  room  visits  by  women  result  from  domestic  assaults. 

The  National  Violence  Against  Women  (NVAW)  also  reported  that  rates  of  mtimate  partner 
violence  vary  significantly  among  women  and  men  of  diverse  racial  backgrounds.  Results  from 
the  NVAW  Survey  in  July  2000  indicate  that  African  American  and  American  Indian/Alaska 
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Native  women  and  men  report  more  violent  victimization  than  do  women  and  men  of  other  racial 
backgrounds.  The  survey  also  found  that  Asian/Pacific  Islander  women  and  men  tend  to  report 
lower  rates  of  intimate  partner  violence  than  do  women  and  men  of  other  minority  backgrounds. 
In  response  to  the  NVAW  statistical  data,  several  initiatives  have  been  implemented  through 
FVPSA  to  facilitate  and  improve  its  outreach,  information  gathering,  and  service  response  to 
under-served  communities.  Such  initiatives  include  the  mobilization  of  researchers, 
academicians,  and  practitioners  around  issues  of  family  violence  that  affects  these  particular 
communities.  These  efforts  have  resulted  in  the  development  of  the  Institute  on  Domestic 
Violence  in  the  African  American  Community,  the  National  Symposium  on  Domestic  Violence 
in  the  Latino  Community,  the  Women  of  Color  Network,  and  the  Asian  American  Institute  on 
Domestic  Violence. 

This  violence  takes  a  devastating  toll  on  children  who  are  exposed  to  its  cruelty.  Three  to  four 
million  children  witness  parental  violence  every  year.  Children  whose  mothers  are  victims  of 
wife  battery  are  twice  as  likely  to  be  abused  as  those  children  whose  mothers  are  not  victims  of 
abuse.  When  children  witness  violence  in  the  home,  they  have  been  found  to  suffer  many  of  the 
symptoms  that  are  experienced  by  children  who  are  directly  abused. 

Components  of  FVPSA  are  State  and  Tribal  Programs,  Discretionary  Program  and  activities,  the 
Domestic  Violence  Resource  Network  (DVRNetwork),  and  the  National  Domestic  Violence 
Hotline  (NDVH). 

State  and  Tribal  Programs:  The  FVPSA  State  and  Tribal  grants  program  authorized  by  Section 
303  of  the  Family  Violence  Prevention  and  Services  Act  serves  as  the  primary  Federal 
mechanism  for  encouraging  State,  Tribal  and  local  support  for  implementing,  maintaining,  and 
expanding  programs  and  projects  to  prevent  family  violence.  FVPSA  funds  continue  to 
supplement  many  already  established  community-based  family  violence  prevention  and  services 
activities.  In  particular,  these  funds  have  been  instrumental  in  promoting  and  supporting  the 
development  of  services  in  rural  and  other  underserved  areas. 

Discretionary  Program  and  Activities:  Each  fiscal  year,  FVPSA  discretionary  funding 
supports  public  agencies  and  nonprofit  organizations  in  establishing,  maintaining,  and  expanding 
programs  and  projects  to  prevent  incidents  of  family  violence  and  provide  immediate  shelter  and 
related  assistance  to  victims  and  their  families.  Discretionary  funding  is  typically  limited  to 
applicants  who  specify  goals  and  objectives  having  national  and  local  relevance.  Moreover,  the 
programs  must  demonstrate  applicability  to  the  coordination  efforts  of  national,  Tribal,  State  and 
community-based  organizations. 

There  are  more  than  1500  domestic  violence  shelters  in  the  United  States  that  provide  emergency 
shelter  and  intervention  services  for  victims  of  domestic  violence  and  their  dependents.  Shelters 
vary  in  size,  preferred  location,  range  and  scope  of  services  offered  to  clients,  and  in  physical 
capacity.  Physical  capacity  may  dictate  shelter  operations  and  whom  they  serve.  Shelters  are  not 
required  to  serve  a  set  number  of  programs.  However,  all  domestic  violence  shelters  will  provide 
a  core  set  of  services  that  include:  physical  shelter  for  the  protection  and  safety  of  the  victim  and 
children;  crisis  intervention  hotline  services;  individual  and  group  counseling;  and  information 
and  referral  services. 
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The  Domestic  Violence  Resource  Network  (DVRNetwork):  The  DVRNetwork  was 
established  in  1993  as  part  of  the  1992  amendments  to  the  FVPSA.  The  FVPSP  initially  provided 
funding  for  the  development  and  operation  of  a  National  Resource  Center  on  Domestic  Violence 
and  three  special  issue  resource  centers  -  the  Battered  Women's  Justice  Project  (focusing  on 
civil  and  criminal  justice  issues),  the  Health  Resource  Center  on  Domestic  Violence,  and  the 
Resource  Center  on  Domestic  Violence:  Child  Protection  and  Child  Custody.  In  1997,  funding 
was  made  available  to  establish  a  fourth  special  issue  resource  center  (The  Sacred  Circle) 
focusing  on  the  technical  assistance  and  training  needs  of  Tribes  and  Native  American 
communities. 

National  Domestic  Violence  Hotline  (NDVH):  The  NDVH  became  operational  in  1996  as  a 
project  of  the  Texas  Council  on  Family  Violence  and  serves  as  a  critical  partner  in  the  prevention 
and  resource  assistance  efforts  of  the  Domestic  Violence  Resource  Network  (DVRNetwork). 

The  toll-free,  24-hour  NDVH  provides: 

•  Crisis  intervention  to  help  callers  identify  problems  and  possible  solutions,  including 
development  of  emergency  safety  plans; 

•  Information  about  sources  of  assistance  for  individuals  and  their  families,  friends,  and 
employers  wanting  to  learn  more  about  domestic  violence,  child  abuse,  sexual  assault, 
intervention  programs  for  batterers,  criminal  and  civil  justice  system  issues,  and  other  critical 
concerns;  and 

•  Referrals  to  battered  women's  shelters  and  programs,  social  services  agencies,  legal 
programs,  and  other  groups  and  organizations  willing  to  help. 

The  Hotline  is  committed  to  meeting  the  needs  of  diverse  communities  and  provides  bilingual 
Spanish-English  staff,  text  telephones  for  callers  who  are  hearing  impaired,  access  to  translators 
in  139  languages,  and  materials  in  a  variety  of  languages  and  formats. 

Program  Partnerships 

ACF  recognizes  that  coordination  and  collaboration  at  the  local  level  among  the  police, 
prosecutors,  the  courts,  victim  services  providers,  child  welfare  and  family  preservation  services, 
TANF  agencies,  and  medical  and  mental  health  providers  facilitate  a  more  responsive  network  of 
protection  and  support  for  families  dealing  with  domestic  violence.  To  help  develop  a  more 
comprehensive  and  integrated  services  delivery  approach,  HHS  urges  State  agencies  and  Indian 
Tribes  receiving  funds  under  FVPSA  to  coordinate  planning  activities  with  new  and  existing 
State,  local,  and  private  sector  agencies. 

State  Domestic  Violence  Coalitions:  The  FVPSP  administers  grants  to  statewide  private 
nonprofit  domestic  violence  coalitions  to  conduct  activities  that  promote  domestic  violence 
prevention  and  intervention  and  the  increase  in  public  awareness  of  domestic  violence  issues. 
Needs  assessment  and  planning  activities  conducted  by  coalitions  are  designed  to  document  gaps 
in  current  response  and  prevention  efforts  and  help  guide  future  endeavors.  FVPSA  funding  also 
enables  State  coalitions  to  provide  technical  assistance  to  State  agencies  and  organizations  on 
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policy  and  practice  related  to  domestic  violence  intervention  and  prevention,  as  well  as  ongoing 
training  and  support  to  local  domestic  violence  programs,  many  of  whom  receive  State  allocated 
FVPSA  funds. 

PROGRAM  PERFORMANCE  ANALYSIS 

With  each  amendment  of  the  legislation,  the  FVPSA  responsibilities  have  grown.  In  addition  to 
overseeing  State  and  Tribal  activities,  the  FVPSA  administers  grant  programs  for  State  domestic 
violence  coalitions  carrying  out  technical  assistance,  training  and  prevention  efforts.  Moreover, 
the  FVPSA  provides  ongoing  support  for  the  Domestic  Violence  Resource  Network,  which  now 
includes  the  National  Resource  Center  on  Domestic  Violence,  four  special  issue  resource  centers, 
and  the  National  Domestic  Violence  Hotline. 

The  National  Domestic  Violence  Hotline  (Hotline)  is  a  significant  entity  in  facilitating  victims' 
access  to  shelter  and  services.  The  Hotline  answered  more  than  720,000  calls  since  the  inception 
in  February  1996.  Each  year  the  number  of  calls  to  the  Hotline  have  increased  in  addition  to  the 
number  of  calls  responded  to  by  the  Hotline  advocates.  Hotline  staff  and  volunteers  provide 
victims  of  domestic  violence  and  those  calling  on  their  behalf  with  crisis  intervention, 
information  about  domestic  violence  and  referrals  to  local  service  providers.  The  services  of  the 
Hotline  are  available  24  hours  a  day,  seven  days  a  week  and  not  one  day  of  service  has  been 
missed.  One  call  to  the  Hotline  summons  help  in  English  or  Spanish.  Hotline  staff  and  volunteers 
have  access  to  translators  in  139  languages.  The  Hotline  data  collection  program  collects, 
analyzes  and  disseminates  national  data  on  the  nature,  scope  and  impact  of  family  violence  in  the 
United  States  for  professionals  and  policy  makers  at  the  local,  State  and  national  levels.  This  data 
on  Hotline  callers  has  not  been  available  before.  Assistance  through  e-mail  is  available  at 
ndvh@ndvh.org. 

Performance  Report 

During  the  past  decade,  there  has  been  an  expansion  in  the  number  of  grants  to  Indian  Tribes  for 
preventing  family  violence.  The  FVPSA  programs  on  Tribal  trust  lands  and  reservations  are  in 
the  process  of  evolving  towards  a  more  stable  and  comprehensive  set  of  activities.  In  FY  2002, 
the  target  for  measure  7.1a,  increasing  the  number  of  Federally  recognized  Indian  Tribes  that 
have  family  violence  prevention  programs,  was  not  attained.  Staff  turnover  and  failure  to  submit 
applications  by  eight  Alaskan  Native  Villages  negatively  affected  this  measure.  As  a  result,  the 
Alaskan  Native  Villages  will  receive  increased  attention. 

There  are  several  activities  underway  in  an  attempt  to  improve  Tribal  reporting  of  family 
violence  intervention  and  prevention  activities.  ACF  now  has  the  assistance  of  a  newly-funded 
resource  center,  Sacred  Circle,  providing  comprehensive  technical  assistance,  support  and 
training  to  Tribes,  Native  American  communities,  and  advocates  working  with  Indian  women. 
Sacred  Circle  has  begun  working  directly  with  Tribes  receiving  FVPSA  grants  both  in  the 
collection  of  data  for  reporting  purposes  and  to  assist  them  in  administering  their  programs. 

Measure  7.1b:  In  FY  2001,  the  National  Domestic  Violence  Hotline's  capacity  to  receive  and 
respond  to  calls  was  expanded  due  to  a  one-time  grant  from  a  corporate  contributor.  This  resulted 
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in  exceeding  the  projected  target  by  2,800  calls.  In  FY  2002,  the  Hotline  responded  to  12,500 
calls,  1,000  more  than  projected. 

Additional  funding  enabled  the  NDVH  to  provide  responses  to  sexual  assault  as  well  as  domestic 
violence  calls.  As  a  result,  measure  7.2c  was  added  to  track  the  increased  amount  of  training 
hours  needed  for  advocates  to  handle  these  sexual  assault  calls. 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTIVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

$501,213 

Training  and 
Technical  Assistance 

Number  of  FVPSA  grants 
to  Tribes 

Increased  participation  in 
FVPSA  programs  by 
Tribes  and  Tribal 
Organizations 

$107,850 

Training  and 
Technical  Assistance 

Increased  number  of  calls 
responded  to  by  the 
Hotline 

Improved  response  to 
domestic  violence  by 
Hotline  advocates 

$107,850 

Training  and 
Technical  Assistance 

Improved  ability  to 
identify  cases  of  sexual 
assault 

Improved  response  to 
sexual  assault  by  Hotline 
advocates 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

Through  the  Documenting  Our  Work  project  the  family  violence  program  has  initiated  several 
efforts  designed  to  assist  in  developing  performance  indicators  and  outcome  measures  for  the 
various  programs  and  activities  supported  with  FVPSA  funds.  This  activity  is  currently  being 
piloted  in  several  States.  There  is  currently  considerable  variation  in  the  type  and  comparability 
of  program  information  and  data  reported  by  State  and  Tribal  grantees,  State  coalitions  and 
discretionary  grantees.  This  is  due  in  part  to  the  variation  in  services  and  activities  funded  within 
each  State  or  locality,  given  other  Federal,  State  and  local  funding  that  might  be  available,  as 
well  as  the  varying  reporting  capacity  and  requirements  of  grantees  to  provide  extensive  data. 
This  FVPSA  effort  require  collaboration  with  the  States,  State  domestic  violence  coalitions,  the 
national  resource  center  network,  and  Federal-level  partners  to  reach  consensus. 

Support  for  the  Documenting  Our  Work  project  is  provided  by  the  National  Resource  Center  on 
Domestic  Violence  (NRC).  The  NRC  formed  a  working  group  and  completed  an  extensive 
number  of  focus  group  conference  calls  to  assist  in  building  common,  but  sufficiently  inclusive, 
definitions  of  the  "services"  provided  by  local  domestic  violence  programs.  Representatives  of 
the  State  domestic  violence  coalitions  are  participating  in  the  focus  groups  and  initiating  a  review 
of  the  current  data  elements  reported  by  States  and  shelters  to  identify  baseline  elements. 
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Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

The  following  program  performance  goals  have  been  developed  in  two  program  areas  where 
sufficient  data  is  available  to  track  performance:  Tribal  program  development  and  the  National 
Domestic  Violence  Hotline. 

PROGRAM  GOAL:  Build  healthy,  safe  and  supportive  communities  and  Tribes  that  increase 
the  ability  of  family  violence  victims  to  plan  for  their  safety. 

Objective:  Support  programs  to  provide  immediate  shelter  and  related  assistance  for  victims  of 
family  violence  and  their  dependents. 

7.2a    FY 2003:  Increase  to  195  the  number  of  Federally  recognized  Indian  Tribes 
that  have  family  violence  prevention  programs. 

FY 2004:  Increase  to  200  the  number  of  Federally  recognized  Indian  Tribes 
that  have  family  violence  prevention  programs. 

The  FVPSA  program  will  provide  technical  assistance  and  information  to  25  percent  of  the 
States  and  10  percent  of  the  Indian  Tribes  aimed  at  increasing  the  number  of  Indian  Tribes  that 
sponsor  family  violence  prevention  programs.  A  collaborative  effort  among  the  national  resource 
center  network  and  selected  State  domestic  violence  coalitions  will  sponsor  the  technical 
assistance  activity  for  States  and  Tribes  as  an  ongoing  activity  for  this  initiative. 

Program  Goal  :  Ensure  that  victims  of  domestic  violence  and  sexual  assault,  their  families  and 
friends,  and  others  interested  in  their  safety  and  support,  have  a  source  of  comprehensive  and 
timely  information,  crisis  information,  services  and  assistance. 

7.2b    FY  2003:  Increase  the  capacity  of  the  National  Domestic  Violence  Hotline  to 
respond  to  an  average  of 12,000  calls  per  month. 

FY 2004:  Increase  the  capacity  of  the  National  Domestic  Violence  Hotline  to 
respond  to  an  average  of  12,500  calls  per  month. 

The  largest  challenge  to  the  Hotline  is  staffing.  To  adequately  respond  to  12,000  calls  per  month 
requires  26  full-  and  part-time  advocates,  20  relief  advocates  and  30  volunteer  advocates.  Staff 
resources  are  constrained  by  factors  that  inhibit  all  labor-intensive  activities,  such  as  turnovers, 
work  schedules,  compensation,  and  competition  with  better  paying  jobs  in  the  local  area  of  the 
Hotline  operation. 

Program  Objective:  Build  the  capacity  of  the  National  Domestic  Violence  Hotline  to  respond  to 
calls  from  sexual  assault  victims/survivors  and  their  family/friends. 
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Developmental  Measure 

7.2c    FY 2003:  Increase  the  amount  of  training  hours  provided  to  advocates  to 
handle  sexual  assault  calls. 

FY  2004:  Increase  the  amount  of  training  hours  provided  to  advocates  to 
handle  sexual  assault  calls. 

ACF  has  found  that  with  additional  training  in  "active  listening,"  the  advocates  are  better  able  to 
recognize  the  sexual  assault  calls.  ACF  will  provide  additional  training  during  FY  2004  to  the 
advocates  to  provide  them  with  a  more  structured  manner  and  basis  to  respond  to  the  calls.  ACF 
anticipates  384  hours  of  training  for  the  advocates  in  this  effort. 

73      LOW  INCOME  HOME  ENERGY  ASSISTANCE  PROGRAM  (LIHEAP) 

Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Low  Income  Home  Energy  Assistance  Program  (LIHEAP)  is  to  assist  low- 
income  households  that  pay  a  high  proportion  of  household  income  for  home  energy  to  meet 
their  immediate  home  energy  needs.  States,  Federally  or  State-recognized  Indian  Tribes/Tribal 
organizations,  and  Insular  Areas  receive  Federal  LIHEAP  block  grants  to  administer  the  program 
at  the  community  level. 

LIHEAP's  legislative  intent  is  to  ensure  that  LIHEAP  benefits  are  targeted  to  those  low-income 
households  with  the  highest  energy  costs  or  needs,  taking  into  account  family  size.  The  LIHEAP 
statute  identifies  two  priority  groups  of  low-income  households  needing  energy  assistance: 

•  Vulnerable  Households:  Households  with  frail  older  individuals,  individuals  with 
disabilities,  or  very  young  children  that  meet  LIHEAP  income-ehgibility  standards. 

•  High  Energy-Burden  Households:  Households  with  the  lowest  incomes  and  highest  home 
energy  costs. 

REACh:  The  Human  Services  Amendments  of  1994  (Pub.  L.  103-252)  added  Section  2607B(b) 
to  the  LIHEAP  statute  to  establish  the  Residential  Energy  Assistance  Challenge  Option  Program 
(REACh)  funded  for  the  first  time  in  FY  1996.  REACh  awards  are  used  to  implement  innovative 
plans  through  local  community-based  agencies  to  help  LIHEAP-eligible  households  reduce  then- 
energy  vulnerability.  The  purpose  of  REACh  is  to  minimize  the  health  and  safety  risks  that  result 
from  high  energy  burdens  on  low-income  Americans;  to  prevent  homelessness  as  a  result  of 
inability  to  pay  energy  bills;  to  increase  the  efficiency  of  energy  usage  by  low-income  families; 
and  to  target  energy  assistance  to  individuals  who  are  most  in  need. 


Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 


PageM-138 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1808 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

PROGRAM  GOAL:  Increase  the  availability  of  LIHEAP fuel  assistance  to  vulnerable  and  high 
energy  burden  households  whose  health  and/or  safety  is  endangered  by  living  in  a  home  without 
sufficient  heating  or  cooling. 

7.3a.  Increase  the  targeting  index  of 
LIHEAP  elderly  households. 

FY  04:  92 
FY  03:  91 
FY  02:  90:64 

FY  04:  11/04 
FY  03:  11/03 
FY  02:  90:64 
FY  01:  90:64 

Pxl45 

HHS 
6.1 

7.3b.  Increase  the  targeting  index  of 
LIHEAP  young  child  households. 

FY  04:  110 
FY  03: 109 
FY  02:  109:64 

FY  04:  11/04 
FY  03:  11/03 
FY  02: 109:64 
FY  01: 108:64 

Pxl45 

HHS 
6.1 

In  FY  2001  -2002,  the  target  was  expressed  as  a  comparison  of  vulnerable  household  to  eligible  but  non-vulnerable  households. 
FY  01  and  FY  02  targeting  indices  are  baseline  data. 

In  FY  2003-2004,  a  targeting  index  of  100  for  a  specific  group  of  households  indicates  that  group's  representation  in  the 
LIHEAP  recipient  population  is  the  same  as  that  group's  representation  in  the  LIHEAP  eligible  population.  A  targeting  index 
below  or  above  1 00  indicates  a  lower  or  higher  representation  rate  for  a  recipient  population  group. 
Elderly  households  are  those  LIHEAP  eligible  households  having  at  least  one  member  60  years  or  older.  Young  child 
households  are  those  LIHEAP  eligible  households  having  at  least  one  member  five  years  or  younger. 

7.3c.  Increase  the  targeting  index  of 
LIHEAP  recipient  high-energy-burden 
households  compared  to  LIHEAP 
recipient  low-energy-burden  households. 

FY  03:  Dropped 
FY  02:  NA 

Total  Funding  (dollars  in 
millions) 

See  detailed  Budget  Linkage 
Table  in  Part  I  for  line  hems 
included  in  funding  totals. 

FY  04:  $2000.0 
FY  03:  $1700.0 
FY  02:  $2000.0 
FY  01:  $1855.7 
FY  00:  $1844.4 
FY  99:  $1275.3 

Bx:  budget  just  section 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 


OCS  has  a  limited  role  in  detenmning  how  LIHEAP  block  grant  funds  are  spent  LIHEAP 
grantees  have  the  flexibility  to  determine  how  to  implement  or  target  their  programs  and  how 
best  to  carry  out  the  purposes  of  LIHEAP.  Grantees  can  spend  LIHEAP  funds  on  the  following 
types  of  benefits  for  eligible  low-income  households: 

•    Heating  or  cooling  assistance  (i.e.,  fuel  subsidies)  for  recipients  to  increase  the  affordability 
of  heating  or  cooling  their  homes; 
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•  Energy  crisis  intervention  to  assist  recipients  to  cope  with  weather-related  and  supply- 
shortage  home  energy  emergencies,  and  other  household  energy-related  emergencies;  and 

•  Low-cost  residential  weatherization  and  other  energy-related  home  repairs. 

Although  the  LIHEAP  statute  requires  grantees  to  conduct  outreach  services,  OCS  cannot 
prescribe  how  such  services  are  delivered.  However,  OCS  can  improve  the  program's 
performance  by  making  more  vulnerable  households  and  high  energy  burden  households  aware 
of  LIHEAP  benefits.  Given  that  such  households  have  a  high  need  for  energy  assistance,  OCS  is 
initiating  a  Federal  LIHEAP  outreach  effort  to  reach  more  of  these  households.  OCS  will  assess 
whether  its  Federal  outreach  effort  is  an  effective  way  to  improve  program  performance  in 
serving  vulnerable  households.  OCS'  underlying  assumption  is  that  increased  program 
participation  by  vulnerable  households  will  contribute  to  the  ACF  strategic  goal  of  building 
healthy,  safe  and  supportive  communities  and  Tribes. 

OCS  will  use  the  following  resources,  activities,  and  strategies  in  initiating  its  LIHEAP  targeted 
outreach  project: 

•  Develop  a  generic  LIHEAP  brochure  that  includes  information  that  relates  health  and  safety 
issues  to  vulnerable  and  high  energy-burden  households'  need  for  energy  assistance; 

•  Collaborate  with  key  Federal  agencies  that  assist  vulnerable  low-income  households  in 
disseminating  OCS'  LIHEAP  outreach  brochure  through  their  community-based  programs; 

•  Develop  an  indicator  to  measure  LIHEAP  targeting  performance  to  vulnerable  and  high 
energy  burden  households  that  can  be  used  to  compare  these  households  to  other  eligible 
households; 

•  Collect  data  needed  to  measure  LIHEAP  targeting  performance  to  vulnerable,  high  energy 
burden  and  other  eligible  households; 

•  Analyze  the  results  of  LIHEAP  targeting  performance  to  vulnerable  and  high  energy  burden 
households;  and 

•  Use  targeting  performance  results  to  manage  further  OCS  LIHEAP  outreach  efforts. 

REACh:  The  REACh  program  is  designed  to  provide  services  through  local  community-based 
organizations  (CBO)  to  help  LIHEAP  eligible  households  reduce  their  energy  vulnerability.  The 
States,  Tribes,  Tribal  Organizations  and  certain  Insular  Areas  are  funded  to  implement 
innovative  initiatives  designed  to  provide  for.  a  reduction  in  energy  costs  on  participating 
households  over  one  or  more  fiscal  years;  an  increase  in  regularity  of  home  energy  bill 
payments;  and  an  increase  in  energy  vendor  contributions  towards  reducing  energy  burdens  of 
eligible  households.  Energy  affordability  in  the  68  grants,  funded  for  $35.7  million  between  1996 
and  2001,  has  been  addressed  through  aggregation,  family  development,  energy  education,  and 
collaboration  and  negotiation.  OCS  ensures  that  targeting  is  geared  to  the  eligible  households 
through  its  various  communication  channels  including  print  and  electronic  media,  and  its 
network  of  technical  support  provided  at  conferences,  and  one-to-one  meetings. 

Program  Partnerships 

Partnerships  at  the  Federal  level  are  key  to  assuring  OCS'  LIHEAP  outreach  information  reaches 
the  community  level.  Beginning  in  FY  2003,  OCS  will  disseminate  its  LIHEAP  outreach 
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brochure  through  the  community-based  networks  of  the  Administration  on  Aging  for  elderly 
households,  Head  Start  for  young  children,  and  the  Administration  on  Developmental 
Disabilities  for  persons  with  disabilities.  Additional  Federal  programs  that  serve  vulnerable 
households  will  be  included  in  the  dissemination  process  during  FY  2003  and  FY  2004. 

OCS  will  build  on  its  partnerships  with  national  organizations  and  Federal  programs  in  support 
of  its  targeted  outreach  project.  Existing  partnerships  include  the  following: 

•  The  National  Energy  Assistance  Directors'  Association  (NEADA):  The  Association  has 
worked  closely  with  OCS  on  LIHEAP  performance  measurement  and  can  provide  OCS  with 
feedback  from  State  LIHEAP  programs  on  the  OCS'  outreach  project.  In  addition,  NEADA 
has  embarked  on  its  own  LIHEAP  outreach  campaign. 

•  OCS  Community  Services  Block  Grant  Program  (CSBG):  This  program  delivers  a  range 
of  community-based  services  to  low-income  individuals  through  Community  Action 
Agencies.  These  agencies  serve  low-income  vulnerable  households  through  various  Federal 
funds.  In  addition,  the  LIHEAP  statute  requires  LIHEAP  grantees  to  conduct  outreach 
activities  to  assure  that  eligible  households  are  made  aware  of  any  similar  energy-related 
assistance  available  under  CSBG. 

•  The  Department  of  Energy  (DOE)  Low-Income  Weatherization  Assistance  Program 
(WAP):  This  program  is  mandated  to  target  vulnerable  households. 

REACh:  REACh  grantees  are  encouraged  to  form  linkages  and  partnerships  with  participating 
CBOs,  utilities,  and  other  agencies  to  leverage  additional  resources.  REACh  is  also  encouraging 
its  grantees  to  seek  additional  resources  from  the  Department  of  Agriculture's  Rural  Partnership 
Office,  Rural  Development  Fund,  Department  of  Housing  and  Urban  Development,  Department 
of  Energy;  Department  of  Labor  and  others.  REACh  funds  can  be  used  creatively  in  energy- 
related  endeavors  to  identify  and  maximize  resources  for  the  program. 

PROGRAM  PERFORMANCE  ANALYSIS 

LIHEAP  grantees  are  required  by  law  to  conduct  outreach  activities  designed  to  assure  that 
eligible  households,  especially  households  with  at  least  one  member  who  is  frail  elderly, 
disabled,  or  a  young  child,  and  households  with  high  home  energy  burdens,  are  made  aware  of 
LIHEAP  assistance.  However,  LIHEAP  is  not  an  entitlement  program.  Approximately  3.9 
million  households  received  heating  assistance  in  FY  2001  representing  about  13  percent  of  all 
households  with  incomes  under  the  Federal  maximum  LIHEAP  income  standard  (29.9  million 
households). 

Of  the  3.9  million  households  receiving  heating  assistance  in  FY  2001,  approximately  1.4 
million  of  these  households  contained  at  least  one  member  60  years  or  older.  Approximately  one 
million  of  these  households  contained  at  least  one  child  five  years  or  younger.  Some  of  these 
households  contained  both  an  elderly  person  and  a  young  child 

LIHEAP' s  targeting  index  is  a  proxy  measure  for  health  and  safety  outcomes.  Improving 
targeting  performance  for  eligible  vulnerable  households  can  help  such  households  avoid  serious 
health  risks  if  they  cannot  afford  to  adequately  heat  or  cool  their  homes.  Health  risks  can  include 
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death  from  hypothermia  or  hyperthermia  and  increased  susceptibility  to  other  health  conditions 
such  as  strokes  and  heart  attacks.  Improved  targeting  performance  for  eligible  high-energy- 
burden  households  can  help  such  households  avoid  safety  risks  in  their  homes  if  they  cannot 
afford  to  adequately  heat  or  cool  their  homes.  Safety  risks  can  include  use  of  makeshift  heating 
sources  or  inoperative/faulty  heating  or  cooling  equipment  that  can  lead  to  fires  or  asphyxiation. 

OCS  completed  its  LIHEAP  outreach  brochure  in  November  2002,  and  printed  approximately 
50,000  copies  of  the  brochure.  OCS  has  held  prelirninary  discussions  with  the  Administration  on 
Aging,  Head  Start,  and  the  Administration  on  Developmental  Disabilities  about  their  interest  and 
ability  to  disseminate  the  LIHEAP  outreach  brochure  for  the  FY  2003  winter  season.  The  three 
agencies  agreed  to  assist  in  OCS'  LIHEAP  outreach  effort. 

To  quantify  LIHEAP  targeting  performance,  OCS  has  developed  a  targeting  index  as  a 
performance  indicator.  The  targeting  index  for  a  specific  group  of  households  is  computed  by 
dividing  the  percent  of  the  assisted  target  group  within  the  LIHEAP  recipient  population  by  the 
percent  of  the  eligible  target  group  within  the  LIHEAP  eligible  population.  For  example,  if  25 
percent  of  the  assisted  households  are  elderly  households,  but  eligible  elderly  households 
represent  40  percent  of  the  eligible  population,  the  targeting  index  for  eligible  elderly  households 
is  63  (100  times  25  divided  by  40).  This  would  indicate  that  eligible  elderly  households  are 
served  at  a  37  percent  lower  rate  than  they  are  represented  in  the  eligible  population. 

A  targeting  index  of  100  for  a  specific  group  of  households  indicates  that  group's  representation 
in  the  LIHEAP  recipient  population  is  the  same  as  that  group's  representation  in  the  LIHEAP 
eligible  population.  A  targeting  index  below  or  above  100  indicates  a  lower  or  higher 
representation  rate  for  a  recipient  population  group. 

OCS  collects  data  from  the  Bureau  of  the  Census's  annual  March  Current  Population  Survey 
(CPS)  on  vulnerable  households  and  the  receipt  of  energy  assistance.  OCS  also  has  collected 
data  from  the  Department  of  Energy's  2001  Residential  Energy  Consumption  Survey  (RECS)  on 
high  energy  burden  households  and  the  receipt  of  energy  assistance.  (RECS  is  conducted  every 
four  years). 

Calculating  the  targeting  indexes  of  elderly  and  young  child  (vulnerable)  households  are  based 
on  weighted  estimates  obtained  from  the  March  CPS.  The  most  recent  data  available  are  from  the 
March  2002  CPS.  OCS  will  analyze  the  targeting  indexes  for  vulnerable  households  by  Census 
division  to  identify  those  Census  divisions  where  eligible  vulnerable  households  are  underserved. 
(targeting  indexes  are  not  calculated  for  households  with  a  disabled  member  as  States  define 
disability  differently.) 

For  those  vulnerable  households  that  are  under-served  in  particular  Census  divisions,  OCS  plans 
to  have  its  LIHEAP  outreach  brochures  distributed  to  clients  of  the  local  programs  funded  by 
Head  Start,  the  Adrninistration  on  Developmental  Disabilities,  and  the  Administration  on  Aging 
during  the  FY  2003  winter  season.  For  other  parts  of  the  country,  the  brochures  will  be 
distributed  only  to  program  staff  of  the  three  federal  programs.  OCS  hypothesizes  that  the 
greatest  increases  in  targeting  performance  can  be  realized  through  the  targeting  of  outreach 
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information  to  those  areas  of  the  country  in  which  targeted  households  are  under-served 
(measures  7.3a  and  7.3b). 

OCS  is  unable  to  measure  LIHEAP  targeting  of  high-energy-burden  households  beyond  FY  2001 
(measure  7.3  c).  Funds  were  unavailable  for  OCS  to  do  a  follow-up  survey  in  FY  2002  with  the 
sample  of  LIHEAP  recipient  households  that  were  included  in  the  2001  RECS.  Consequently, 
this  measure  has  been  dropped  for  FY  2003.  Instead,  OCS  is  planning  to  conduct  an  evaluation 
study  in  FY  2003  to  determine  whether  the  LIHEAP  program  is  targeting  eligible  high  energy 
burden  households.  The  study  will  use  weighted  data  from  the  2001  RECS. 

REACh:  REACh  programs'  performance  in  reaching  their  goals  are  supported  through  careful 
targeting  of  LIHEAP  eligible  households,  reporting  out  conferences  and  by  publishing  lessons 
learned.  Programs  are  reviewed  by  independent  evaluators  and  results  reported  through  various 
media.  Evaluation  reports  have  been  completed  for  the  first  two  cycles  and  their  findings  have 
contributed  to  subsequent  program  announcements  and  action  transmittals.  Programs  have  been 
encouraged  to  demonstrate  better  targeting,  seek  other  resources  that  can  contribute  to  addressing 
and  remedying  causes  of  the  lack  of  affordable  energy,  and  to  seek  new  ways  and  alternative 
energy  sources  for  addressing  the  energy  problem  for  this  population. 

Performance  Report 

The  FY  2001  winter  season  serves  as  the  baseline  in  which  there  was  no  federal  LIHEAP 
outreach.  The  FY  2002  winter  season  served  as  extended  baseline  in  which  there  also  was  no 
federal  LIHEAP  outreach.  Instead,  OCS  sent  LIHEAP  grantees  a  LIHEAP  Information 
Memorandum  in  November  2001 ,  reminding  grantees  of  the  statutory  requirement  to  target 
LIHEAP  benefits  to  eligible  vulnerable  households  and  eligible  high-energy  burden  households. 
The  targeting  index  for  LIHEAP  elderly  households  remained  the  same  (90)  for  FY  2001  and  FY 
2002.  However,  the  targeting  index  for  LIHEAP  young  households  increased  from  108  to  109.  It 
is  unclear  as  to  what  accounts  for  this  increase.  This  result  will  need  to  be  taken  into  account  in 
deterniining  whether  LIHEAP  targeting  performance  improves  for  the  FY  2003  winter,  as  a 
result  of  federal  targeting  of  LIHEAP  information. 

State  LIHEAP  grantees  report  annually  on  the  number  of  LIHEAP-assisted  households  with  at 
least  one  member  who  is  elderly,  disabled,  or  five  years  of  age  or  younger.  The  following  table 
shows  the  percent  of  assisted  households  nationally  for  FY  1999-2001  that  included  elderly 
members  or  young  children.  The  variability  in  the  data  from  one  year  to  the  next  will  need  to  be 
taken  into  account  in  measuring  LIHEAP  targeting  performance. 


PERCENT  OF  LIHEAP  HEATING  ASSISTED  HOUSEHOLDS 
CONTAINING  AT  LEAST  ONE  ELDERLY  MEMBER  OR  YOUNG  CHILD, 
AS  REPORTED  BY  STATES  (FY  1999-FY  2001) 


Type  of  vulnerable 
household  member 

FY  99 

FY  00 

FY  01 

FY  02 

Elderly* 

33% 

35% 

32% 

July  03 

Young  children** 

33% 

25% 

23% 

July  03 
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*An  elderly  member  is  a  person  who  is  60  years  or  older. 

**A  young  child  is  a  person  who  is  under  six  years  of  age.  Data  on  households  with  a  young  child  were  not  as 
reliable  for  FY  99  as  for  subsequent  fiscal  years  due  to  reporting  problems  and  should  be  used  with  caution. 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTIVITIES/OUTPUTS/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcomes 

$14  000 

Development  of 

\/ii1nf*T*iiT,\1p  Hrvn^pnolnc 

V  lilliwl  OUlt  IIUUoE>UVJ1Ud 

brochure 

and  disseminated 

will  be  made  aware  of 
their  susceptibility  to 
energy-related  health 
and  safety  issues  and  the 
availability  of  LIHEAP 
fuel  assistance. 

$5,000 

Contractual  assistance 
to  OCS  on  measuring 
LIHEAP  targeting 
performance,  using 
March  CPS  and  RECS 
data 

LIHEAP  targeting 
indices 

Improved  targeting 
indexes  in  underserved 
Census  divisions  for 
vulnerable  households 
compared  to  non- 
vulnerable  households 

$10,000 

Contractual  assistance 
to  OCS  on  assessing  the 
statistical  reliability  and 
validity  of  targeting 
indices 

Reliability  and  validity 
assessment 

Determination  of 
whether  LIHEAP 
targeting  indexes  can  be 
used  for  managing  for 
results. 

*  When  integrating  budget  and  performance  information,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

The  LIHEAP  targeting  indices  rely  on  the  use  of  household  survey  data.  These  data  present  the 
following  problems: 

•  The  reliability  of  household  survey  data  is  subject  to  sampling  and  non-sampling  errors. 
Consequently,  differences  in  data  from  one  year  to  the  next,  between  groups  of  households, 
and  between  sections  of  the  country  need  to  be  examined. 

•  Household  survey  data  on  public  assistance  programs  undercount  the  number  of  assisted 
households  when  compared  to  State-reported  data.  Likewise,  the  number  of  LIHEAP 
recipient  households  is  undercounted  when  compared  to  aggregate  data  from  the  program's 
LIHEAP  Household  Report.  The  undercount  may  bias  the  March  CPS  and  RECS  estimates  of 
the  percentage  of  vulnerable  households  or  high  energy  burden  households  that  received 
LIHEAP  heating  assistance.  To  check  for  bias,  the  March  CPS  and  RECS  percentages  will  be 
compared  against  each  other  and  state-reported  data  from  the  LIHEAP  Household  Report. 
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The  comparisons  will  be  based  on  data  from  the  previous  fiscal  year  because  finalized  data 
from  the  LIHEAP  Household  Report  are  not  available  until  approximately  10  months  after 
the  end  of  the  fiscal  year.  The  data  comparisons  may  result  in  adjustments  to  the  March  CPS 
and  RECS  data. 

•  Verification  of  State-reported  data  on  LIHEAP-recipient  households  is  difficult.  There  are  no 
federal  quality  control  or  audit  requirements  for  data  reported  in  the  States'  LIHEAP 
Household  Report. 

•  OCS  needs  to  examine  the  reliability  and  validity  of  the  targeting  indices. 

•  OCS  will  need  to  recalculate  the  targeting  indexes  for  FY  2001  and  FY  2002  so  that  the  data 
will  be  comparable  with  subsequent  March  CPS  data  that  use  weights  from  the  2000 
Decennial  Census. 

REACh:  While  the  process  and  program  evaluations  report  data  on  REACh  projects,  the  need  to 
classify  and  develop  approaches  for  measuring  performance  in  a  more  rigorous  way  is  being 
addressed  and  will  become  part  of  future  evaluations  and  reporting. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Increase  the  availability  of  LIHEAP  fuel  assistance  to  vulnerable  and  high 
energy  burden  households  whose  health  and/or  safety  is  endangered  by  living  in  a  home  without 
sufficient  heating  and  cooling. 

7.3a.    FY  2003 :  Increase  the  targeting  index  of  LIHEAP  elderly  households. 

FY  2004:  Increase  the  targeting  index  of  LIHEAP  elderly  households. 
7.3b.    FY  2003 :  Increase  the  targeting  index  of  LIHEAP  young  child  households. 

FY  2004:  Increase  the  targeting  index  of  LIHEAP  young  child  households. 

Data  Source:  Annual  March  CPS 

7.3c    FY  2003 :  Increase  the  targeting  index  of  LIHEAP  recipient  high  energy  burden 

households  compared  to  LIHEAP  recipient  low-energy  burden  households.  (Dropped) 

This  measure  has  been  dropped  due  to  issues  relating  to  the  lack  of  annual  follow-up  data  from  a 
sample  of  RECS  households. 

7.4      NATIVE  AMERICAN  PROGRAMS 

Program  Purpose  and  Legislative  Intent 

The  purpose  of  the  Administration  for  Native  Americans  (ANA)  discretionary  grant  programs  is 
to  promote  social  and  economic  development,  language  preservation  and  environmental 
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enhancement.  ANA  achieves  its  mission  through  grants,  training,  and  technical  assistance  to 
eligible  Tribes  and  Native  American  organizations  representing  2.2  million  individuals. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in  printed 
document) 

PROGRAM  GOAL:  Support  and  encourage  the  role  of  Tribal  elders  in  the  community;  promote 
efforts  to  involve  elders  in  work  as  mentors  with  youth  and  children,  e.g.,  teaching  culture  and 
language  in  Head  Start  and  other  child  care  programs. 

7.4a.  Increase  the  number  of  grants  that 
include  elder  participation. 

FY  04:  98 
FY  03:  94 
FY  02:  70 
FYOl:  65 
FY  00:  60 
FY  99: 44 

FY  04: 
FY  03: 
FY  02: 114 
FYOl:  88 
FY  00:  62 
FY  99:  55 
FY  98: 52 
FY  97: 44 

Pxl50 

PROGRAM  GOAL:  Increase  the  provision  of  training  and  technical  assistance  services  to  the 
diverse  Native  American  population,  with  particular  emphasis  on  urban  organizations,  rural  and 
non-federally  recognized  Tribes. 

7.4b-  Maintain  the  number  of  TA  visits 
per  year  to  the  diverse  Native 
American  population,  with  emphasis 
on  urban  Native  organizations,  rural  & 
non-federally  recognized  Tribes. 

FY  03:  Dropped 
FY  02:  1500 
FYOl:  1500 
FY  00:  1450 
FY  99:  1400 

FY  02:  1562 
FYOl:  1515 
FY  00:  1450 
FY  99: 1450 
FY  98:  1190 
FY  97: 1014 

PROGRAM  GOAL:  The  number  of  Tribes  and  Native  American  organizations  receiving  economic 
development-related  services. 

I.Ac.  The  number  of  Tribes  and  Native 
American  organizations  receiving 
economic  development  related 
services.  (Developmental) 

FY  04: 
FY  03:  NA 

FY  04: 

FY  03:  Baseline 

Fx  151 

Total  Funding  (dollars  in  millions) 

See  detailed  Budget  Linkage  Table  in 
Part  I  for  line  items  included  in 
funding  totals. 

FY  04:  $45.1 
FY  03:  $45.2 
FY  02:  $45.8 
FYOl:  $46.0 
FY  00:  $35.4 
FY  99:  $34.9 

Bx:  budget  just.  Section 
Px:  page  #  performance  plan 
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PROGRAM  DESCRIPTION  AND  CONTEXT 

Promoting  the  goal  of  social  and  economic  self-sufficiency  through  local  self-determination  is 
the  cornerstone  of  ANA's  program  philosophy.  Self-sufficiency  is  that  level  of  development  at 
which  a  Native  American  community  can  control  and  internally  generate  resources  to  provide  for 
the  needs  of  its  members  and  meet  its  own  economic  and  social  goals.  Social  and  economic 
underdevelopment  is  the  paramount  obstacle  to  the  self-sufficiency  of  Native  American 
communities  and  families. 

In  1981,  ACF  collaborated  with  Tribes  and  Native  communities  to  develop  the  innovative  Social 
and  Economic  Development  Strategies  (SEDS)  program.  SEDS  is  based  on  the  premise  that  a 
local  community  has  the  primary  responsibihty  for  determining  its  own  needs,  planning  and 
implementing  its  own  programs,  and  using  its  own  natural  and  human  resources.  In  initiating  the 
SEDS  approach,  ACF  developed  a  framework  of  three  interrelated  goals: 

v    Assist  Native  American  leadership  in  exercising  control  over  their  resources; 

•  Foster  the  development  of  stable,  diversified  local  economies  which  provide  jobs, 
promote  economic  well-being,  and  reduce  dependency  on  social  services;  and 

•  Support  local  access  to,  and  coordination  of,  programs  and  services  that  safeguard  the 
health  and  well-being  of  people,  essential  elements  for  a  thriving  and  self-sufficient 
community. 

Through  this  direct  grant  funding  relationship,  Tribes  and  Native  communities  have  created 
administrative  systems  to  operate  their  own  social  and  economic  programs  in  much  the  same 
way  as  State  and  local  governments.  Support  for  the  unique  government  to  government 
relationship  that  exists  between  Tribal  governments  and  the  federal  government  is  reflected  in 
this  approach. 

ANA  faces  unique  challenges  in  formulating  goals  and  measuring  results.  As  a  discretionary 
grant  program  funding  projects  designed  and  implemented  at  the  local  level,  the  differences 
between  projects  are  considerable  in  terms  of  size,  scope,  community  goals,  and  funding  levels. 
Because  Tribes  and  Native  American  communities  set  their  own  goals  and  priorities,  ACF 
requests  objective  progress  reports  throughout  the  project  period  of  the  grant  and  an  objective 
evaluation  report  once  the  grant  has  ended.  This  system  provides  information  on  goals  and 
measures,  but  these  are  unique  to  the  Tribe  or  community.  Each  grantee  is  at  different  stage  of 
social  and  economic  development  Administrative  and  organizational  capacity  varies  greatly 
among  grantees,  making  more  difficult  the  prospect  of  developing  uniform  measures. 

Many  ANA  grants  are  aimed  at  capacity-building  and  infrastructure  development  for  Tribes  and 
organizations,  particularly  through  developing  legal  codes  and  courts  systems  and  revising 
existing  Tribal  constitutions.  Capacity-building  encompasses  not  only  economic  development 
(creation  and  expansion  of  businesses  and  jobs),  but  also  efforts  to  create  new  programs  as  a 
result  of  welfare  reform.  This  emphasis  on  capacity-building  ties  into  the  larger  ACF  goal  to 
facihtate  the  changes  effected  by  welfare  reform  by  working  together  in  innovative  ways.  For 
both  economic  and  social  development,  capacity-building  and  infrastructure  development  are 
key  factors.  ANA  will  continue  to  work  with  its  partners  to  develop  meaningful  GPRA 
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measures—within  the  context  of  sovereignty— for  job  creation,  economic  well-being,  and 
reducing  dependency  on  social  services  across  a  diverse  mix  of  project  types,  Tribes,  and  Native 
American  organizations. 

ANA  will  launch  a  new  initiative  for  FY  2003  including  a  series  of  economic  development 
forums  to  be  held  by  the  ANA  Commissioner  for  the  purpose  of  consultation,  dialog  and 
feedback  designed  to  take  economic  development  in  Indian  country  to  the  next  level.  ANA  has 
included  anew  developmental  measure  to  track  this  activity. 

Program  Partnerships 

ANA  coordinates  with  all  ACF  program  offices  on  Native  American  issues.  These  offices 
include  Head  Start,  Office  of  Community  Services  (Tribal  TANF),  and  the  Child  Care  Bureau. 
ANA  has  provided  a  leadership  role  on  a  number  of  issues  within  ACF  and  throughout  the 
Department  mcluding  the  development  of  the  HHS  Tribal  Consultation  Plan,  the  Tribal  Colleges 
and  Universities  Plan,  and  other  initiatives  involving  Native  populations.  The  HHS  Intra- 
Departmental  Council  on  Native  American  Affairs  (IDCNAA),  chaired  by  the  ANA 
Corrrmissioner,  coordinates  numerous  activities  and  initiatives  with  HHS  agencies,  such  as  the 
Indian  Health  Service  (IHS),  and  external  departments  such  as  the  Department  of  Interior  (DOT). 

PROGRAM  PERFORMANCE  ANALYSIS 

In  prior  years,  ANA  funded  over  225  competitive  grants  annually  totaling  over  $34  million  in 
several  grant  programs  including  Social  and  Economic  Development,  Environmental  Regulatory 
Enhancement  and  Native  Languages  Preservation  and  Enhancement.  ANA's  grant  award  process 
is  highly  competitive:  approximately  one-third  of  applications  received  are  funded  each  year. 
The  FY  2001  budget  increase  provided  $10.6  million  to  fund  an  increase  in  grants  under  ANA 
programs.  This  increase  provided  funds  for  91  additional  new  grants  in  FY  2001.  This  level  of 
funding  was  sustained  for  FY  2002. 

ANA  regularly  selects  new  program  goals  and  priorities.  For  example,  ANA  continues  to  play  a 
key  role  in  the  Department's  Tribal  consultation  policy  implementation  and  is  the  ACF  lead 
organization  in  implementing  the  Tribal  Colleges/Universities  (TCU)  Executive  Order.  Through 
the  TCU  effort,  ANA  provided  financial  assistance  in  the  form  of  grants  to  the  colleges  and 
universities.  ANA  also  modified  its  grant  eligibility  statement  to  allow  TCUs  direct  competition 
for  funding  in  addition  to  Tribes'  eligibility. 

ANA's  new  economic  development  initiative  was  developed,  in  part,  to  address  socioeconomic 
trends  indicating  that  American  Indians  have  higher  unemployment  rates  than  the  U.S. 
population.  As  reported  by  the  Bureau  of  Indian  Affairs  (BIA)  1999  Indian  Labor  Force  Report 
(most  recent  data  available),  unemployment  was  at  43  percent  in  1999  and  the  poverty  level 
among  the  556  Federally  recognized  Tribes  increased  to  33  percent.  It  is  important  to  note  that 
individual  Tribal  data  have  consistently  indicated  higher  unemployment  rates. 

ANA  anticipates  a  complete  review  and  validation  of  existing  ANA  performance  measures  in  FY 
2003  under  the  new  ANA  Commissioner 's  leadership.  ANA  began  this  process  in  FY  2001 
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based  on  quarterly  meetings  with  the  national  training  and  technical  assistance  contract 
providers. 

Performance  Report 

ANA  exceeded  its  targets  for  FY  2001  and  met  all  targets  for  FY  2002  by  providing  consistent 
technical  assistance  and  emphasizing  the  role  of  Tribal  elders  in  Indian  communities.  Elders  play 
a  key  role  in  Tribal  culture  by  protecting  and  preserving  Tribal  cultural  heritage,  including 
language,  traditions  and  life  ways.  They  also  play  a  critical  role  in  guiding  youth.  Increased  elder 
participation  (measure  7.4a)  occurred  due  to  their  inclusion  in  the  native  language  grants 
awarded  and  in  various  SEDS  projects  that  focus  on  culture.  In  1998,  with  the  addition  of  the 
Pacific  region,  the  number  of  T/TA  contractors  increased  from  five  to  six.  New  contract 
performance  requirements  led  all  contractors  to  expand  the  variety  of  technical  assistance 
delivery  methods  they  use.  In  addition  to  on-site  assistance,  contractors  offer  walk-up, 
worldwide  web,  telephone,  fax,  e-mail  and  other  state-of-the-art  delivery  mechanisms.  Other 
initiatives  under  consideration  include  on-line  chats  and  threaded  discussions,  electronic 
newsletters,  and  CD-ROM  training  programs. 


BUDGET  TABLE  LINKING  INVESTMENTS  TO 
ACTTVTTIES/OUTPUT/OUTCOMES 


Investments* 

Activity 

Outputs 

Outcome 

$5,505,926 

Elder  Participation 

Increase  in  number  of 
grants  with  Elder 
participation 

Preserve/protest  key  role 
of  Elders  in  Tribal  culture 

$378,869 

Training  and 
Technical  Assistance 
(T/TA) 

Maintain  number  of  On- 
Site  visits 

Enhance  Quality  of 
Technical  Assistance 

SBaseline 

Economic 

Development 

Projects 

Number  of  Tribes 
receiving  services 

Catalyst  for  positive 
change  to  lower 
unemployment  rate 

*  When  integrating  budget  and  performance  informatioii,  ACF  programs  were  encouraged  to  focus  on  primary 
investments  used  to  accomplish  program  outcomes.  Some  ACF  programs  use  mainly  training  and  technical 
assistance  resources,  while  others  factor  in  total  budget  figures  when  measuring  program  impacts.  Investment  data 
presented  in  this  table  reflect  the  most  appropriate  resource  base  for  the  program. 


Data  Issues 

The  primary  source  for  data  collection  on  the  above  performance  measures  is  the  Grant  Award 
Tracking  and  Evaluation  System  (GATES).  The  grantee  information  entered  into  the  GATES 
system  includes  a  full  project  description,  project  periods,  award  amounts,  approved  objectives, 
as  well  as  contact  information  so  reports  can  be  generated  based  on  zip  code,  type  of  award  and 
other  data  variables.  Recent  developments  with  the  latest  generation  of  GATES  allow  for  better 
interface  with  other  data  collecting  software  thereby  enhancing  ANA's  ability  to  design  and 
perform  systematic  validation  surveys  of  grant  proposals  regarding:  the  types  of  projects  and 
proposed  participants,  including  trends  and  changes  from  other  periods,  potential  applicants'  use 
of  technology,  and  training  and  technical  assistance  providers'  outcomes  and  delivery  levels.  It  is 
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ANA's  goal  to  design  and  implement  a  comprehensive  data  management  system  that  will  allow 
ANA  to  realize  the  full  potential  of  the  data  contained  in  grant  applications,  funded  and 
unfunded,  and  grantee  Program  Progress  Reports.  This  Oracle-based  software  will  be  built 
expressly  for  ANA's  data  collection  needs  and  will  work  with  GATES  to  identify  data  elements 
in  existing  documents.  The  electronic  capture  of  information  will  greatly  enhance  ANA's  data 
collection  capabilities. 

ANA  has  developed  a  strategy  that  utilizes  the  data  management  system  described  above  to 
validate  the  data  it  collects.  ANA  is  currently  working  with  other  ACF  programs  to  identify  and 
develop  standardized,  cross-program  measures. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Support  and  encourage  the  role  of  Tribal  elders  in  the  community; 
promote  efforts  to  involve  elders  as  mentors  with  youth  and  children,  e.g.,  teaching  culture  and 
language  in  Head  Start,  other  child  care  programs  and  adult  programs. 

7.4a.    FY  2003.*  Increase  to  94  the  number  of grants  that  include  elder  participation 
from  the  1997  baseline  level  of  44  grants. 

FY  2004;  Increase  to  98  the  number  of grants  that  include  elder  participation 
from  the  1997  baseline  level  of  44  grants. 

Tribal  elder  involvement  was  selected  as  a  key  measure  of  program  performance  because  the  role 
of  Tribal  elders  is  essential  in  all  aspects  of  Tribal  and  community  life.  Supporting  Tribal  elders 
and  providing  a  voice  for  their  concerns  has  been  an  important  emphasis  area.  Through  the 
Tribal  Elders  Initiative,  elders  meet  regularly  with  ANA/ACF  officials  and  staff.  Based  on  the 
rate  of  elders'  participation  in  prior  years,  ANA  expects  by  FY  2004  to  increase  elder 
participation  by  approximately  10  new  grant  projects.  The  funding  will  expand  training  and 
technical  assistance  and  increase  grant  application  rates  and  awards  to  Tribes  and  organizations 
that  have  not  received  assistance  in  the  past 

PROGRAM  GOAL:  Maintain  the  provision  of  training  and  technical  assistance  services  (T/TA) 
to  the  diverse  Native  American  population,  with  particular  emphasis  on  urban  organizations, 
rural  and  non-federally  recognized  tribes. 

7.4b.    FY  2003:  Maintain  at  1,500  the  number  of  technical  assistance  contacts  per 

year  by  Tribal  T/TA  contractors  to  the  diverse  Native  American  population,  with 
particular  emphasis  on  urban  Native  organizations,  rural  and  non-federally 
recognized  Tribes.  (Dropped) 

The  training  and  technical  assistance  measure  is  being  dropped  in  FY  2003  and  replaced  by  the 
developmental  measure,  7.4c,  to  focus  on  increasing  economic  development  ventures. 
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Developmental  Measure 

7.4c    FY  2004:  The  number  of  Tribes  and  Native  American  organizations  receiving 
economic  development  related  services. 

From  1979  -  1999,  the  poverty  rate  among  American  Indians  climbed  from  27  percent  to  33 
percent,  far  exceeding  the  national  rate.  Unemployment  rates  are  also  higher  than  the  U.S. 
population.  All  the  social  health  and  well-being  indicators  are  lower  than  other  population 
groups. 

Effective  strategies  for  economic  development  and  job  creation  are  critical  as  Tribes  implement 
the  next  phase  of  welfare  reform.  Native  American  communities  are  in  varying  stages  of 
implementing  economic  development  strategies  and  building  governmental  and  organization 
capacity.  The  ANA  Commissioner  is  planning  a  series  of  economic  development  forums  to 
improve  the  business  capacity  of  Native  American  communities.  This  will  include  consultation 
and  discussion  of  successful  practices  and  strategies  in  the  areas  of  small  business, 
manufacturing  and  energy  development  used  by  successful  Native  American  economic 
development  businesses.  Feedback  from  the  Commissioner's  forums  will  help  to  identify 
quantifiable  measures  of  success  as  well  as  baseline  data.  ANA  grants  will  provide  seed  money 
for  building  governmental  infrastructure  and  strategic  planning  skills  in  economic  and  business 
development,  as  well  as  for  small  business  "incubator"  projects.  Data  collected  for  measure  7.4c 
will  allow  us  to  assess  the  impact  of  this  technical  assistance  effort  and  grant  award  process. 
Even  a  small  percentage  increase  in  economic  development-related  services  will  be  considered  a 
success  since  these  incubators  tend  to  be  small  rather  than  large  scale  capital  investment  projects. 
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Strategic  Goal  4:  Manage  Resources  to  Improve 
Performance 

rationale 

ACF  is  committed  to  being  a  customer-focused,  citizen-centered  organization  as  it  provides 
assistance  to  America's  most  vulnerable  populations.  ACF  has  reached  a  critical  point  in  its 
ability  to  manage  a  wide  array  of  discretionary  and  mandatory  programs.  It  is  essential  that  the 
organization  continue  to  manage  resources  to  improve  performance,  provide  high  quality,  cost- 
effective  and  efficient  services,  meet  customers'  needs  and  expectations,  and  use  state-of-the-art 
information  technology  to  improve  management  and  data  systems. 

The  FY  2004  budget  request  for  Federal  Administration  is  $181.0  million,  a  net  increase  of  $7.7 
million  from  the  FY  2003  budget.  This  funding  level  supports  1,455  FTE,  40  FTE  below  the 
level  requested  in  the  FY  2003  President's  Budget. 

ACF  continues  to  use  strategic  management  of  human  and  real  capital  to  accomplish  the 
President's  management  priorities,  such  as  identifying  activities  and  services  that  could  more 
efficiently  be  achieved  using  outsourcing  services;  targeting  improvements  in  the  financial 
management  performance  arena,  including  reduction  of  erroneous  payments  and  participation  in 
the  Department's  unified  systems  integration  project;  and  directing  resources  to  better  manage 
our  e-government  activities  and  expand  the  e-government  services  we  provide  to  our  clients. 

As  part  of  a  government-wide  effort  to  strengthen  the  focus  on  erroneous  payments  in  programs 
funded  by  the  Federal  Government,  the  ACF  federal  administration  budget  includes  $5  million  to 
be  targeted  to  our  efforts  in  identifying  and  reducing  erroneous  payments.  Three  programs  will 
be  the  focus  of  our  efforts  in  FY  2004  -  Temporary  Assistance  for  Needy  Families,  Foster  Care, 
and  Head  Start 

The  President  initiated  five  government-wide  reforms  in  FY  2001  to  improve  the  management  of 
the  Federal  Government  As  part  of  the  President's  Management  Agenda,  ACF  is  working 
closely  with  HHS  to  implement  the  following  reforms: 

•  Strategic  Management  of  Human  Capital:  De-layering  management  levels  to  streamline 
organizations  and  reshaping  organizations  to  meet  a  standard  of  excellence. 

•  Competitive  Sourcing:  Making  greater  use  of  performance-based  contracts;  expanding  A-76 
competitions  and  more  accurate  FAIR  Act  inventories. 

•  Improved  Financial  Performance:  Achieving  "clean"  audit  opinions  throughout 
government  and  providing  more  accurate  and  timely  financial  information  to  secure  the  best 
performance  and  highest  measure  of  accountability. 

•  Expanded  Electronic  Government:  Expanding  electronic  Government  applications  and 
other  E-Government  services. 

•  Budget  and  Performance  Integration:  Making  Government  results-oriented  -  guided  not 
by  process  but  by  performance.  (The  discussion  of  ACF's  budget-performance  integration  is 
in  Part  I). 
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These  four  objectives  guide  ACF's  implementation  of  the  President's  Management  Agenda: 

8.  Develop  and  retain  a  highly  skilled,  strongly  motivated  staff" 

9.  Streamline  A  CF  organizational  layers 

10.  Improve  automated  data  and  management  systems 

11.  Ensure  financial  management  accountability 

Strategic  Management  of  Human  Capital:  During  the  last  several  years,  ACF  has  included 
activities  in  the  annual  performance  plan  that  address  human  capital  issues.  ACF's  goal  is  to 
achieve  a  higher  standard  of  excellence  through  increased  emphasis  on  training  staff  and  by 
streamlining  ACF  organizational  layers.  To  implement  a  more  efficient  organization  that  is 
responsive  to  the  needs  of  the  public,  ACF  will  continue  to: 

•  Reduce  the  number  of  reporting  layers, 

•  Decrease  the  supervisor-to-staff  ratio, 

•  Increase  the  number  of  staff  in  direct  service  positions  through  redeployment,  and 

•  Eliminate  duplication  of  services. 

ACF's  objective  to  "develop  and  retain  a  highly  skilled,  strongly  motivated  staff'  (Objective  8) 
has  been  tracked  since  FY  2000.  In  FY  2003,  ACF  reinstated  a  FY  1999-2000  measure  "to 
decrease  the  manager  to  staff  ratio"  and  added  the  objective  "Streamline  ACF  organizational 
layers"  (Objective  9). 

Other  initiatives  include  using  the  results  of  work  force  planning  to  realign  and/or  integrate  like 
progiwmatic/functional  responsibilities.  Examples  of  the  consolidated  and  realigned  functions 
include  realigning  major  research  functions  into  the  Office  of  Planning,  Research  and  Evaluation 
(OPRE),  Tribal  TANF  from  the  Office  of  Community  Services  (OCS)  to  the  Office  of  Family 
Assistance  (OF A),  and  TANF  programs  and  fiscal  data  collections  from  OPRE  and  the  Office  of 
Administration  to  OFA;  examining  the  impact  of  ACF's  regional-headquarters  reporting 
relationships  on  the  efficiency  and  effectiveness  of  program  operations  and  service  delivery  to 
customers;  and  increasing  internal  capacity  and  contracting  services  from  the  private  sector.  In 
addition,  ACF  will  develop  a  succession  planning  strategy  to  address  dwindling  resources  and 
the  fact  that  more  than  75  percent  of  the  ACF  work  force  will  be  eligible  for  retirement  in  FY 
2006. 

Competitive  Sourcing:  ACF  contracts  out  several  major  activities  to  private  vendors  and  the 
Program  Support  Center  (PSC)  within  HHS:  information  technology  (IT)  help  desk  support; 
human  resources  services  (personnel,  employee  relations,  employee  assistance  and  select  EEO 
activities  such  as  investigations,  counseling,  court  reporting  services);  administrative  services 
(records  management,  personal  property  management,  mail,  transportation,  incidental  labor, 
management  of  employee  transit  benefits  and  space  management);  acquisitions  management 
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(procurements,  travel  card  and  purchase  card  programs);  and  financial  services  (in  some  ACF 
components,  aspects  of  the  grants  process,  including  intake  and  review  of  applications). 

In  order  to  meet  the  five  percent  goal  of  expanding  A-76  competitions  set  forth  by  OMB  for  FY 
2002,  ACF  will  continue  outsourcing  these  functions.  ACF  is  also  contracting  out  a  significant 
portion  of  its  administrative  support  needs  eliminating  the  need  to  hire  the  projected  16  FTEs  to 
perform  these  duties.  In  addition,  ACF  is  relying  heavily  on  contractor  support  to  accomplish  its 
programmatic  responsibihties  in  FY  2002. 

ACF  plans  to  further  evaluate  its  current  staffing  inventory  and  for  FY  2003,  ACF  has  identified 
34  full-time  equivalents  it  plans  to  directly  convert  or  shady  for  possible  outsourcing  in  the 
following  functional  areas:  audit  resolution,  grant  cioseouts,  personnel  security  clearances, 
telecommunications,  facilities  management  and  additional  administrative  support.  ACF  has 
aligned  its  competitive  sourcing  plan  with  ACF's  workforce  restructuring  plan. 

In  FY  2004,  ACF  plans  to  continue  the  contractor  support  that  is  currently  being  provided  in  the 
areas  mentioned  above.  In  addition,  ACF  will  directly  convert  or  study  additional  functions  in 
the  areas  of  administrative  support  services,  customer  services,  telecommunications  and 
information  technology.  ACF  will  continue  to  review  its  inventory  for  possible  outsourcing 
opportunities. 

Improved  Financial  Performance:  ACF  added  a  new  objective  to  measure  its  efforts  to  achieve 
this  Presidential  management  reform  -  Ensure  financial  management  accountability  (Objective 
11).  Federal  agencies'  financial  statements  are  audited  to  reassure  the  public  that  those 
statements  fairly  and  accurately  represent  the  agency's  financial  condition.  A  "clean"  and  timely 
audit  opinion  on  these  statements  is  essential  if  decision-makers  within  the  agency  and  at  OMB 
and  Congress  are  to  use  this  information. 

ACF  received  a  "clean"  or  unqualified  opinion  from  the  auditors  for  FY  1999-2001 — a  major 
accomplishment  that  contributed  significantly  to  the  Department's  clean  audit  opinion. 
Nevertheless,  this  is  only  one  step,  albeit  a  significant  one,  toward  financial  accountability  to  the 
public.  Although  ACF  has  achieved  a  clean  opinion  for  three  years,  improvements  to  its 
accounting  systems  and  services  are  still  needed,  especially  with  OMB-required  compressed 
deadlines  begmning  with  the  FY  2002  audit  cycle.  The  Reports  ConsoUdation  Act  of 2000 
requires  that  the  Department's  FY  2002  audit  cycle  be  completed  and  its  Accountability  Report 
be  submitted  by  February  1, 2003,  approximately  one  month  earlier  than  has  been  required  in 
previous  years. 

In  order  to  accomplish  this  successfully  in  FY  2002,  the  Department  imposed  earlier  milestones 
on  its  OPDF/s  as  a  pilot  for  the  FY  2001  audit  cycle.  Over  the  past  year,  Departmental  financial 
and  accounting  officials,  the  OPDIVs  and  the  auditors  have  been  collaborating  on  ways  to 
achieve  the  compressed  schedules.  Because  FY  2001  final  performance  measurement  data  were 
not  available  until  the  second  or  third  quarter  following  the  end  of  the  fiscal  year,  ACF  provided 
FY  2000  data  in  the  FY  2001  audit  report  Similarly,  ACF  will  provide  FY  2001  data  (where 
available)  for  the  FY  2002  audit  report 
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ACF  has  developed  an  Analytical  Review  policy  that  requires  a  more  detailed  level  of  supporting 
documentation  be  provided  by  the  Program  Support  Center  (PSC).  ACF  has  communicated  this 
policy  to  the  PSC  and  has  confirmed  that  the  PSC  will  make  its  best  effort  to  provide  the 
necessary  reports  in  a  timely  manner.  This  is  one  of  several  critical  elements  required  for  a  clean 
audit  opinion.  The  CFO  has  alerted  ACF  Principals  that  appropriate  managers  must  be  available 
during  critical  periods  in  the  FY  2002  audit  cycle  to  provide  any  needed  input  and  clearance  of 
information. 

For  FY  2004,  the  audit  cycle  must  be  completed  by  November,  more  than  two  months  earlier 
than  previous  years.  ACF  is  working  closely  with  the  Department  to  meet  these  increasingly 
shortened  audit  deadlines.  While  ACF  is  committed  to  achieving  future  clean  opinions,  the 
abbreviated  cycles  are  creating  major  resource  challenges.  To  help  expand  our  accounting 
expertise  and  support  our  immediate  audit  activity  needs,  ACF  recently  hired  a  new  accountant 

ACF  is  working  to  improve  the  linkage  of  financial  management  systems  and  data  to  program 
performance  and  results  and  provide  more  accurate  and  timely  data  to  financial/program 
managers  for  informed  decision-making.  ACF  continues  to  play  a  significant  role  in  the 
Department's  Unified  Financial  Management  System  (UFMS)  initiative  by  providing  staff 
resources  (via  details  of  staff  as  well  as  representation  on  the  UFMS  Steering  Committee,  UFMS 
Planning  and  Development  Committee  and  the  UFMS  Policy  Workgroups).  ACF  will  provide 
the  additional  funds  requested  by  the  Department  for  full  implementation  of  the  UFMS. 

The  purpose  of  the  UFMS  is  to  achieve  economies  of  scale,  eliminate  duplication,  foster 
consistency  in  preparation  of  HHS  financial  data  and  streamline  business  processes  to  increase 
operational  efficiencies.  ACF  anticipates  that  the  UFMS  will  help  ACF  access  the  type  of  data 
needed  to  help  managers  determine  which  resources  have  the  greatest  positive  impact  on  its 
client  populations.  OMB  requirements  for  future  quarterly  financial  statements,  accelerated  end- 
of-year  reporting,  comparative  financial  reporting,  and  reports  that  integrate  financial  and 
performance  information  will  provide  better  financial  accountability  throughout  the  Federal 
Government  and  to  the  public. 

ACF  has  completed  and  submitted  to  the  Department  three  reports  describing  the  agency's 
efforts  to  identify  and  reduce  erroneous  payments  in  the  Temporary  Assistance  for  Needy 
Families  (TANF),  Head  Start  (HS),  and  Foster  Care  programs.  Consistent  with  ACF's  Erroneous 
Payments  Plan— developed  in  collaboration  with  officials  in  the  Department,  OMB,  and  specific 
Program  Administrations — ACF  embarked  on  a  focused  review  on  single  audits  (reports) 
conducted  of  FY  2001  State-administered  TANF  and  Foster  Care  programs,  and  HS  grantees, 
where  erroneous  payments  could  be  an  issue.  The  three  reports  highlight  the  findings  of  these 
reviews,  as  well  as  the  mechanisms  the  Department  and  ACF  currently  have  in  place  to  identify, 
reduce  and  correct  erroneous  payments  under  these  and  other  programs.  These  include  the  Single 
Audit  process,  reviews  of  financial  data,  on-site  reviews,  OIG  reports,  and  regulations  for 
specific  programs.  ACF's  Erroneous  Payments  Initiative  and  existing  activities  support  the 
Adrnimstration's  Improving  Financial  Management  Reform  Initiative.  A  Child  Care  review  and 
report  are  to  be  completed  by  the  second  quarter  of  FY  2003. 
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ACF  has  undertaken  a  new  initiative  to  establish  a  Funds  Planning  Module  that  will  allow  grants 
and  program  management  staff  to  forecast  (plan)  and  administer  Federal  funds  through  a 
comprehensive  system.  This  module  will  permit  the  planning  and  tracking  of  ACF  program  and 
S&E  funds  over  several  different  categories,  provide  for  comprehensive  on-demand  reporting, 
and  will  give  managers  a  useful  tool  for  estimating  their  fiscal  year  funding  needs  and  adjusting 
these  over  time.  It  will  permit  meaningful  comparisons  of  funding  plans  to  actual  obligations  and 
add  another  tool  for  program  managers  to  assess  program  performance. 

Expanded  Electronic  Government:  The  objective  to  improve  Automated  Data  and 
Management  Systems  responds  directly  to  this  Presidential  management  reform  (objective  10). 
ACF  has  developed  unique  software  to  provide  a  common  solution  for  building  its  Internet 
applications.  The  first  use  of  this  software  will  be  to  capture,  validate  and  store  all  information 
now  submitted  by  grantees  or  potential  grantees  using  government  forms  for  the  Grants 
Administration  Tracking  and  Evaluation  System.  This  information  includes  grant  applications, 
funding  requests  and  performance  reports.  The  enhanced  process  significantly  reduces  the  data- 
entry  burden  on  ACF  grants  staff  and  grantees,  expedites  the  receipt  and  processing  of  grants  and 
makes  timely  up-to-date  grant  information  available  for  ACF  decision-making. 

Other  ACF  applications  will  employ  this  software  to  Internet-enable  other  program  applications, 
such  as  the  Publications,  Requestors  and  Orders  Management  Information  System  (PROMIS), 
supporting  the  ACF  minority  outreach  program  as  well  as  internal  administrative  requirements  in 
both  the  central  and  regional  offices.  Additional  internal  administrative  systems  will  be  Internet- 
enabled.  This  software  ensures  that  ACF  will  be  able  to  meet  the  October  2003  target  date  of  the 
Government  Paperwork  Elimination  Act  This  legislation  requires  agencies  to  provide  for  the 
optional  use  and  acceptance  of  electronic  documents  and  signatures,  and  electronic  record- 
keeping where  practicable. 

ACF  has  a  major  initiative  under  way  for  better  managing  e-govemment  activities.  Currently, 
ACF  is  upgrading  its  infrastructure  and  business  practices  and  is  making  e-government  an 
integral  part  of  the  business  processes.  Training  of  ACF  staff  in  efficient  and  effective  use  of  the 
Internet  and  Internet-based  applications  is  being  conducted.  ACF  has  more  than  100,000  web 
pages  receiving  thousands  of  hits  daily  from  the  public.  ACF  intends  to  use  the  Internet  more 
effectively  to  make  its  processes  more  citizen-centered. 

ACF  is  participating  with  the  Department  to  establish  an  Enterprise  Architecture  to  bring  IT  and 
Business  objectives  together  for  reengineermg  business  practices  and  creating  more  efficient  and 
effective  technology  solutions  to  better  serve  citizens. 

Faith-based  and  Community  Initiative 

The  Compassion  Capital  Fund,  a  key  part  of  the  President's  Faith-Based  and  Community 
Initiative,  was  established  to  provide  funds  targeted  to  assist  small,  grassroots  faith-based  and 
community  organizations.  In  FY  2002,  ACF  awarded  nearly  $25  million  to  21  intermediary 
organizations  that  will  help  smaller  faith-based  and  grassroots  organizations  operate  and  manage 
their  programs  more  effectively,  access  funding  from  varied  sources,  develop  and  train  staff, 
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expand  the  types  and  reach  of  social  service  programs  in  their  communities,  and  replicate 
promising  programs. 

In  addition  to  providing  technical  assistance,  these  intermediary  groups  will  issue  sub-awards 
directly  to  targeted  faith-  and  community-based  organizations  to  expand  or  replicate  promising 
or  best  practices.  Priority  for  sub-awards  is  expected  to  be  given  to  organizations  that  focus  on 
homelessness,  hunger,  at-risk  children,  transition  from  welfare  to  work,  and  those  in  need  of 
intensive  rehabilitation  such  as  addicts  or  prisoners.  To  encourage  organizations  to  work  in 
partnership  with  the  federal  government,  intermediary  organizations  were  expected  to  provide  at 
least  50  percent  of  the  amount  of  federal  funds  requested  (i.e.,  one-third  of  the  proposed  total 
budget). 

Approximately  $2  million  was  awarded  to  establish  the  Compassion  Capital  Fund  National 
Resource  Center.  The  National  Resource  Center  will  work  directly  with  the  intermediary 
organizations  to  ensure  mat  faith-  and  community-based  organizations  receive  effective  and 
appropriate  technical  assistance,  and  it  will  develop  a  comprehensive  plan  to  oversee  and 
coordinate  the  work  of  intermediary  organizations  that  receive  Federal  funding.  In  addition,  the 
National  Resource  Center  will  develop  and  maintain  a  clearinghouse  and  Web  site  that  provide  a 
wide  array  of  information  useful  to  intermediary  organizations  and  faith-based  and  community 
organizations,  such  as  "best  practices"  on  meeting  the  needs  of  individuals  and  families,  and 
information  on  program  outcomes  and  effectiveness.  It  will  also  develop  manuals  on  specific 
topics  that  will  assist  intermediary  organizations  and  the  faith-based  and  community 
organizations  they  serve. 

Approximately  $1 .6  million  was  awarded  to  support  research  on  the  services  and  best  practices 
of  intermediary  organizations  and  the  faith-based  and  community  organizations  they  serve. 
Approximately  $1  million  was  awarded  to  four  organizations  to  support  short-term  research 
projects  that  will  contribute  to  the  knowledge  base  regarding  roles  and  promising  approaches  by 
diverse  types  of  faith-  and  community-based  organizations. 

As  part  of  the  faith-  and  community-based  management  improvement  initiative,  ACF  initially 
proposed  tracking  the  number  of  applications  received  in  FY  2002,  increasing  outreach  efforts, 
assessing  the  quality  of  applications  and  providing  a  technical  assistance  plan  for  four 
discretionary  grant  programs  in  four  program  activity  areas:  Urban  and  Rural  Community 
Economic  Development,  Assets  for  Independence,  Adoption  Opportunities  and  Runaway  and 
Homeless  Youth  Programs.  At  that  time,  because  ACF  was  unable  to  track  increases  in 
applications  received  from  these  organizations,  ACF  proposed  creating  a  baseline  indicating  the 
percent  of  grants  approved  in  FY  2001  for  faith-  and  community-based  organizations  (FBOs  and 
CBOs)  in  four  selected  program  areas. 
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PERFORMANCE  MEASURE  FOR  FY  2001 


Developmental  Input  Indicator 

Programs 

FY  2001  (baseline) 

The  percentage  of  faith-  and 

Urban/Rural  Com.  Econ.  Dev. 

100%* 

community-based  organizations 

Assets  for  Independence 

90%** 

funded  by  selected  discretionary 

Adoption  Opportunities 

50%*** 

grant  programs. 

Runaway  and  Homeless  Youth 
Programs 

100%**** 

""Legislation  requires  that  all  grantees  ra 

ust  be  Community  Development  Corporation 

s  (CDCs). 

**Eight  of  the  81  grantees  are  county  or  city  governments;  the  remainder  are  CBOs  and  FBOs. 
***Of  the  67  grantees,  33  are  faith-and  community  based,  32  are  State,  city  and  county  grantees  and  2  are  university 
grantees. 

****A11 634  grantees  are  faith-and  community  based 

Since  FBOs  and  CBOs  are  currently  the  primary  recipients  (between  90  percent  and  100  percent) 
of  discretionary  grant  funds  in  three  of  the  four  selected  areas,  ACF  determined  this  was  not  a 
meaningful  measure  for  improving  performance.  However,  a  voluntary  survey  instrument  that 
would  be  an  addendum  to  the  standard  grant  application  forms  and  would  provide  additional 
information  about  applicant  organizations  has  been  developed  and  is  under  review  at  OMB.  If 
approved  by  OMB  and  used  by  ACF,  this  instrument,  the  Survey  on  Ensuring  Equal  Opportunity 
for  Applicants,  will  allow  ACF  to  obtain  substantially  more  specific  information  about  the  types 
of  organizations  seeking  funding,  including  whether  or  not  the  applicant  is  a  faith-based/reHgious 
organization,  the  size  of  the  organization,  whether  the  organization  has  received  other 
government  funding. 

PROGRAM  DESCRIPTION  AND  CONTEXT 

ACF  has  endeavored  to  embrace  the  principles  of  GPRA  by  reinventing  the  way  it  does  business 
through  partnership  building,  strategic  planning,  measurable  outcomes,  customer  focus, 
streamlining  of  operations  and  devotion  to  quality.  ACF's  goal  of  managing  resources  to  improve 
performance  has  brought  about  changes  in  its  internal  management.  Efforts  in  recent  years 
include: 

•  Promoting  fiscal  integrity  and  financial  management  accountability  by  establishing  strong, 
collegial,  cooperative  relationships  among  program  and/or  staff  managers  and  employees  in 
ACF,  the  Program  Support  Center,  the  Office  of  the  Assistant  Secretary  for  Budget, 
Technology,  and  Finance,  Office  of  the  General  Counsel,  Office  of  Inspector  General,  and 
the  audit  firm  of  Clifton  Gunderson  LLP  in  order  to  identify  systems  or  procedural  problems 
and  establish  and  implement  corrective  actions  as  quickly  as  possible; 

•  Reengineering  the  grants  management  business  process  to  improve  service  to  partners  and 
achieve  greater  efficiency; 

•  Surveying  partners  and  customers  for  assessment  and  guidance  on  the  quality  and 
appropriateness  of  ACF's  services; 
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•  Partnering  with  other  Federal  Agencies  to  support  the  Government-wide  Federal  Commons 
project  where  potential  grantees  will  be  able  to  apply  for  grant  funds  through  a  single  portal 
on  the  Internet  in  the  future;  and 

•  Estabhsbing  a  presence  on  the  World  Wide  Web; 

•  Investing  in  internal  systems  improvement  and  technology  so  that  current  and  potential  ACF 
grantees  can  apply  for  grant  funds  over  the  Internet  through  On-line  Data  Collection; 

•  Participating  in  the  Department's  response  to  the  President's  Management  Agenda  (PMA)  to 
improve  the  management  and  performance  of  government,  and  establishing  an  internal 
reporting  mechanism  to  discuss  and  share  ACF's  status  on  the  PMA  initiatives; 

•  Developing  an  ACF  Work  force  Restructuring  Plan  based  on  the  goals  of  the  PMA  and  in 
support  of  the  Department's  management  initiatives; 

•  Establishing  performance  contracts  between  the  Assistant  Secretary  and  ACF  senior  staff  that 
include  GPRA  goals  and  the  Department's  response  to  the  PMA,  as  well  as  the  Assistant 
Secretary's  priorities  for  the  agency; 

•  Participating  in  the  Work  force  Planning  Project  work  group  (part  of  a  larger  HHS  effort), 
which  identified  cross-cutting  work  processes  with  needed  core  and  technical  competencies 
for  the  next  three  to  five  years  and  provided  recommendations  for  future  training  and 
expansion  of  staff  based  on  a  competency  assessment  of  the  ACF  work  force; 

•  Reinventing  the  regional  office  structure  to  locate  resources  where  partners  most  need  them; 

•  Developing  and  implementing  diversity  and  minority  initiatives  that  allow  for  alignment  of 
the  work  force  with  the  goals  and  priorities  and  help  ACF  achieve  its  diversity  objectives  mat 
reflect  all  groups  including  the  most  under-represented  populations; 

•  Establishing  a  successful  labor-management  cooperative  agreement  with  the  National 
Treasury  Employees  Union  (which  represents  the  bargaining  unit); 

•  Investing  in  technology  such  as  videoconferencing  equipment  and  satellite  linkages  to  bring 
central  office,  regional  offices  and  partners  closer  together  and  to  save  on  travel  costs;  and 

•  Developing  an  agency  strategy  to  enhance  the  skills  and  productivity  of  the  ACF  work  force 
through  a  range  of  learning  options,  mcluding  on-line  e-learning,  blended  learning 
(classroom  plus  e-learning),  and  other  available  staff  development  opportunities. 

8.       DEVELOP  AND  RETAIN  A  HIGHLY  SKILLED,  STRONGLY  MOTIVATED 
STAFF 

Approach  for  the  Strategic  Objective:  Change  the  way  ACF  does  business  by  mamtaining  or 
increasing  values  such  as  effectiveness,  efficiency,  and  diversity  while  promoting  continuous 
learning  opportunities. 
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Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

8.1a.l.  Each  ACF  staff 
member  participates  in  at  least 
one  developmental  learning 
opportunity  to  enhance  his/her 
skills  and  productivity. 

FY  04:  80% 
FY  03:  80% 

FY  04: 
FY  03:  7/03 
FY  02: 100% 
Baseline 

Px  162 

M 

8.1a.2.  Each  ACF  staff 
member  participates  in  at  least 
one  Distance  Learning  or  other 
training  opportunity  directly 
related  to  increasing  his/her  job 
skills.  (Replaced  by  8.1a.  1) 

FY  02:  100% 
FY  01:  100% 
FY  00:  NA 

FY  02: 7/03 
FY  01:  96% 

Total  Funding  (dollars  in 
millions) 

See  detailed  Budget  Linkage 
Table  in  Part  I  for  fine  items 
included  in  funding  totals. 

FY  04:  $176.3 
FY  03:  $173.3 
FY  02:  $173.0 
FY  01:  $173.2 
FY  00:  $147.8 
FY  99:  $144.5 

Bx:  budget  just,  section 
Px:  page  #  performance  plan 

PROGRAM  DESCRIPTION  AND  CONTEXT 

ACF's  objective  to  "develop  and  retain  a  highly  skilled,  strongly  motivated  staff'  has  been 
tracked  since  FY  2000.  For  many  years,  ACF  has  confronted  shrinking  staff  levels,  resources  and 
a  loss  of  knowledge  and  skills  due  to  attrition  and  separations.  These  combined  challenges, 
within  an  agency  with  a  work  force  three-quarters  of  which  are  eligible  to  retire  by  2006,  focused 
ACF  efforts  to  continue  to  develop  a  highly  skilled,  diversified  staff  to  carry  out  its  mission  in 
the  twenty-first  century.  To  address  these  issues,  ACF  is  building  upon  a  culture  of  continuous 
learning  and  developing  an  agency  training  strategy  that  provides  training  and  developmental 
learning  opportunities  to  enhance  skills  and  productivity.  ACF  is  addressing  the  needs  of  the 
existing  staff  and  new  hires  by  offering  developmental  opportunities  to  support  restracturing  and 
redeployment  of  staff  in  mission-critical  positions,  while  supporting  a  diversity  and  minority 
initiative  to  ensure  that  ACF's  work  force  reflects  all  groups,  including  the  most  under- 
represented  populations.  ACF's  aim  is  to  build,  sustain,  and  effectively  deploy  a  skilled, 
knowledgeable,  diverse,  high-perfonning,  technologically  advanced  work  force  to  meet  the 
current  and  emerging  needs  of  the  government  and  the  public. 
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PROGRAM  PERFORMANCE  ANALYSIS 

ACF  has  been  a  leader  in  providing  a  rich  curriculum  of  on-line  learning  to  all  staff,  including 
over  1300  vendor-provided  courses,  as  well  as  ACF-developed  on-line  courses  such  as  security 
awareness  training  provided  to  all  staff  and  on-site  contractors  in  FY  2001-2002.  In  FY  2002, 
ACT  began  a  much  more  focused  blended  learning  approach  to  enhance  the  skills  and 
productivity  of  all  ACF  staff  and  on-site  contractors  by  integrating  on-line  learning  with 
classroom  training  for  a  new  e-mail  system  and  personal  productivity  tools. 

E-learning  is  just  one  component,  albeit  a  very  important  tool,  of  a  blended  learning  approach. 
ACF  is  now  moving  its  focus  from  emphasizing  the  e-learning  tool  to  assuring  that  the  learning 
strategies  are  appropriate  to  the  individual  learner,  and  to  ensuring  that  mdividual  and 
organizational  learning  are  in  alignment  with  the  agency's  business  goals.  By  linking  business 
needs  to  performance  strategies,  enhancing  individual  and  organizational  productivity,  and 
developing  a  culture  for  organizational  learning  and  continuous  learning,  ACF  will  leverage 
limited  resources  to  enhance  job  competencies.  What  ACF  has  learned  over  the  last  two  years  is 
that  it  is  not  primarily  about  e-learning:  it's  about  improving  people  performance,  which  leads 
directly  to  better  business  results.  The  success  of  ACF's  strategic  goal  "to  develop  and  retain  a 
highly  skilled,  strongly  motivated  staff  rests  on  enhancing  the  skills  of  every  ACF  staff  member 
through  all  avenues  available  from  traditional  to  leading  edge — whether  that  means  creating  a 
learning  organization,  effecting  organizational  change,  developing  the  work  force,  or  helping  to 
build  the  HHS  corporate  university. 

Examples  of  strategies  that  have  proven  most  successful  in  developing  and  retaining  a  highly 
skilled,  strongly  motivated  staff  include: 

•  Implementing  the  Balanced  Scorecard  to  expand  its  performance  measurement  system  to 
include  customer  service  feedback  and  employee  satisfaction,  as  well  as  its  program 
measurement  system  focused  on  results;  and 

•  Initiating  in  FY  2001  on-line  Distance  Learning  through  FasTrac  (a  learning  consortium  at 
the  National  Security  Agency)  to  strengthen  and  significantly  expand  learning  opportunities 
that  address  the  professional  development  needs  of  ACF  staff  in  a  changing  workplace. 

•  Providing  access  to  all  ACF  Federal  employees  to  more  than  1300  technical  and  non- 
technical training  courses  and  to  a  rich  variety  of  in-house  skills-enhancement  and  other  staff 
development  and  learning  opportunities.  All  employees  were  provided  training  in  the  agency- 
wide  migration  to  the  new  e-mail  system— Microsoft  Outlook  2000  and  intensive  computer 
security  awareness  training  during  FY  2002. 

In  addition,  in  response  to  concerns  following  the  September  1 1  tragedy  and  subsequent  anthrax 
scares,  ACF  arranged  for  an  Army  Colonel  on  the  Secretary's  Bio-Terrorism  Task  Force  to 
speak  to  interested  employees  about  the  government's  strategy  regarding  anthrax  prevention. 
ACF  also  established  a  new  in-house  Security  Officer  position  to  address  employee  and  facility 
security  issues. 
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Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Develop  and  retain  a  highly  skilled,  strongly  motivated  staff 

8.1a.    FY  2003 :  Each  A  CF  staff  member  participates  in  at  least  one  developmental 
learning  opportunity  to  enhance  his/her  skills  and  productivity. 

FY  2004:  Each  ACF  staff  member  participates  in  at  least  one  developmental 
learning  opportunity  to  enhance  skills  and  productivity. 

Data  Source:  ACF  Administrative  Records 

ACF  staff  will  be  encouraged  to  avail  themselves  of  at  least  one  training  opportunity  although  it 
will  not  be  required.  Because  it  is  voluntary,  ACF  projects  an  80  percent  target  for  this  activity. 

9.       STREAMLINE  ACF  ORGANIZATIONAL  LAYERS 

Approach  for  the  Strategic  Objective:  Implement  restructuring  plan  to  reduce  bureaucratic 
levels,  maintaining  or  increasing  values  such  as  effectiveness,  efficiency  and  diversity  while 
reducing  the  number  of  managers  to  assure  that  ACF  is  more  responsive  to  its  customers  and 
citizens. 

Summary  Table 


Reference 
(page  #  in 
printed 
document) 

Performance  Measures 

Targets 

Aetna! 
Performance 

9.1a.  Decrease  ACFs  manager- 
to-staff  ratio  (replaces  former 
FY  00  measure  9.1a) 

FY  04:  TBD 
FY  03:  TBD 

FY  04: 
FY  03: 

FY  02:  (baseline) 

Pxl63 

Mm 

PROGRAM  DESCRIPTION  AND  CONTEXT 


While  ACF  has  undertaken  several  methods  to  ensure  steady  progress  toward  this  goal,  including 
reorganizations,  elimination  of  duplicative  units,  consolidations,  employee  reassignments  and 
creative  use  of  technology,  progress  towards  this  goal  has  been  limited.  Main  factors  include 
personnel  attrition,  a  limited  administrative  budget  and  limitations  on  outside  hiring.  As  part  of 
its  succession  planning  activities,  ACF  intends  to  use  the  Presidential  Management  Intern  and 
HHS  Career  Intern  programs,  as  well  as  other  targeted  recruitment,  to  hire  new  government 
workers  to  fill  mission-critical  positions.  This  strategy  should  assist  ACF  in  meeting  its  goal  of 
decreasing  the  manager-to-staff  ratio,  thereby  reducing  the  number  of  managers  and  the  time 
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required  for  decision-making.  FY  2002  will  provide  a  baseline  for  this  FY  2003  performance 
measure  and  realistic  targets  will  be  based  on  the  Work  force  Restructuring  Plan. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

9.1a.    FY  2003;  Decrease  A  CF's  manager  to  staff  ratio. 

FY  2004:  Decrease  ACF's  manager  to  staff  ratio. 

Data  Source:  ACF  Personnel  Records 

10.      IMPROVE  AUTOMATED  DATA  AND  MANAGEMENT  SYSTEMS 

Approach  for  the  Strategic  Objective:  Continue  to  invest  in  systems  improvement  and 
technology  to  allow  greater  access  for  ACF  staff  to  move  forward  in  a  working  environment 
which  increasingly  requires  that  all  employees  have  access  to  and  use  of  the  Internet  as  an 
integral  part  of  day-to-day  agency  operations.  With  continued  investments  in  upgrading 
hardware  and  software,  ACF  will  assure  that  staff  have  access  to  information  and  technology  and 
run  the  applications  that  are  critical  to  performing  their  jobs  in  an  Internet-oriented  age. 

Summary  Table 


Reference 
(page  #  in 

Performance  Measures 

Targets 

Actual 
Performance 

printed 
document) 

lO.la.l  Implement  a  funds  planning 
capability  to  manage  and  track  all  grant 

FY  04:  Complete 
Phases  1,2  and  3 

FY  04: 

Pxl65 

funds  and  planning  mechanization.  (New) 

10.1a.2  Operate  and  maintain  the  On-line 
Data  Collection  system  (OLDC),  which 

FY  03:  OLDC 

FY  03: 

Pxl65 
Mm 

will  capture  and  validate  grant  information 
submitted  by  grantees  using  the  Web. 

10.1a.3  Develop  and  implement  OLDC,  to 
capture  and  validate  grant  information 
submitted  by  grantees  using  the  Web. 

FY  02:  OLDC 

FY  02:  Alpha 
version  completed. 
Beta  version  to  be 
tested  and 
implemented  in 

FY  01:  GATES  H 

March  2003. 

FY  01:  Completed 
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PROGRAM  DESCRIPTION  AND  CONTEXT 

Historically,  ACF  processed  grants  using  more  than  30  separate  computer  programs  (application 
systems).  In  1993,  ACF  initiated  a  re-engineering  of  its  business  processes,  challenging  the 
purpose,  principles  and  assumptions  of  ACF's  grant  processes  and  abandoning  the  outdated 
grant-making  and  management  procedures  and  separate  rules  for  various  categories  of  grants.  In 
July  1994,  the  ACF  Grants  Re-engineering  Team  published  its  report.  The  report  recommended 
an  organizational  restructuring  of  the  way  ACF  does  business,  establishing  a  quality  assurance 
framework  and  supporting  re-engineered  grants  administration  activities  with  a  major  redesign  of 
the  automated  information  systems. 

A  systems  re-engineering  team  began  developing  an  integrated  system,  the  Grants 
Adrninistration,  Tracking  and  Evaluation  System  (GATES),  designed  to  support  decision- 
making and  accountability  in  a  decentralized  environment  This  project  targeted  the  replacement 
of  more  man  30  incompatible,  outmoded  legacy  systems  operating  on  a  variety  of  platforms 
supporting  grants  administration.  This  re-engineered  GATES,  a  comprehensive  system  for 
electronic  processing,  benefited  grantees  by  providing  more  timely  and  efficient  grants 
processing,  more  accurate  data,  less  down  time  and  quicker  start-up. 

PROGRAM  PERFORMANCE  ANALYSIS 

In  FY  1996  and  FY  1997,  ACF  completed  developing  and  implementing  GATES  system 
functions  supporting  application,  evaluation,  award  and  funds  control  activities  for  Discretionary 
Grants  made  to  non-profit  and  Native  American  organizations.  In  FY  1998, 22  legacy  systems 
were  replaced.  The  FY  1999  target  was  to  replace  15  additional  legacy  systems.  The  deployment 
of  the  Entitlements  portion  of  GATES  in  June  1999  completed  the  replacement  of  the  additional 
15  systems.  Now  100  percent  of  the  active  ACF  grants  are  being  processed  electronically  in 
GATES.  Replacement  of  these  legacy  systems  with  GATES  also  corrected  the  Year  2000 
programming  flaw  embedded  in  them.  All  Y2K  system  replacements  were  completed  by 
December  31, 1998. 

ACF  completed  the  full  functionality  planned  for  GATES.  The  Audit  resolution  tracking  process 
(measure  10.1c)  was  implemented  in  GATES  and  the  old  system  shut  down  in  August  of 2000. 
ACF  adopted  the  Crystal  Report  Writing  software  that  allows  the  user  community  to  retrieve 
information  in  GATES  efficiently  and  quickly.  Both  standard  and  ad  hoc  reporting  retrieval  is 
possible.  Crystal  Report  writer  licenses  have  been  distributed  and  training  conducted  throughout 
the  ACF  grant  and  program  offices.  Additionally,  OIS  has  set  up  a  Crystal  Report  support  system 
to  assist  users  with  the  development  and  usage  of  the  standards  and  ad  hoc  GATES  reports.  This 
was  implemented  in  June  2000.  Enhancements  for  tying  in  to  the  Bureau  of  Census1  Federal 
Clearinghouse,  as  well  as  debt  collection  capabilities,  were  scheduled  in  the  2001  module. 

GATES  schedules  were  developed  jointly  with  each  Program  Office  and  Region  affected 
through  Joint  Application  Development  (JAD)  meetings  with  crosscutting  representation  in  small 
face-to-face  meetings  and  telephone  conferences.  The  formula/block  award  modules  were 
implemented  on  schedule.  This  completes  the  legacy  conversion/replacement  efforts.  Now,  all 
grants  are  awarded  through  GATES.  ACF  is  developing  a  funds  planning  component  in  GATES 


Administration  for  Children  and  Families 

Government  Performance  and  Results  Act  Requirements 


Page  M- 164 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1834 


to  enable  management  to  effectively  plan,  monitor  and  manage  grant  expenditures.  ACF 
anticipates  that  the  Phase  1  component  will  be  operational  by  the  end  of  FY  2003. 

ACF  is  implementing  the  next  generation  of  electronic  grant-making  using  an  "On-line  Data 
Collection  (OLDC)  Initiative"  to  enable  grantees  and  potential  grantees  to  submit  the  required 
information  over  the  Internet  Plans  have  been  presented  to  the  Information  Technology  Review 
Board  (ITRB)  consistent  with  the  new  Government  Paperwork  Elimination  Act 

Synchronization  of  the  databases  between  OLDC  and  GATES  is  proving  to  be  difficult  and  is 
requiring  extensive  testing  efforts.  Additionally,  the  GATES  software  had  to  be  upgraded  to  be 
W2K  compliant 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 

PROGRAM  GOAL:  Benefit  grantees  by  improving  automated  data  and  management  systems. 

10.1a2  FY  2003:  Complete  and  maintain  OLDC,  which  will  capture  and 

validate  grant  information  submitted  by  grantees  using  the  Web. 

10.1a!  FY  2004:  Implement  a  funds  planning  capability  to  manage  and  track 

all  grant  funds  and  planning  mechanization,  (new) 

Data  Source:  ACF  Administrative  records 

11.      ENSURE  FINANCIAL  MANAGEMENT  ACCOUNTABILITY 

Approach  for  the  Strategic  Objective:  Improve  financial  and  budgetary  functions  by 
adopting  a  more  results-oriented,  businesslike  approach  to  management  and  oversight  of  its 
fiscal  resources. 


Summary  Table 


Performance  Measures 

Targets 

Actual 
Performance 

Reference 
(page  #  in 
printed 
document) 

11.1a.  Obtain  a  clean  audit 
opinion  for  ACF. 

FY  04:  Clean  opinion 
FY  03:  Clean  opinion 
FY  02:  Clean  opinion 

FY  04: 

FY  03: 

FY  02:  6703 

FY  01:  Clean  Opinion 

FY  00:  Clean  opinion 

FY  99:  Clean  opinion 

Pxl66 
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PROGRAM  DESCRIPTION  AND  CONTEXT 

ACF  first  submitted  its  annual  audited  financial  statements  in  FY  1996  as  a  result  of  the 
Department's  strategy  for  implementing  requirements  under  the  Chief  Financial  Officers'  Act  of 
1990,  as  amended  by  the  Government  Management  Reform  Act  (GMRA)  of  1994.  Under  the 
HHS  plan,  ACF  was  designated  as  an  individual  reporting  component  requiring  an  annual 
financial  statements  audit  of  its  activities.  ACF  and  other  OPDIV  annual  audited  financial 
statements  are  "rolled  up"  and  the  HHS  audited  financial  statements  package  is  presented  in  the 
annual  Accountability  Report  consolidating  several  financial  management  reports  with  selective 
performance  measurement  information. 

PROGRAM  PERFORMANCE  ANALYSIS 

ACF  works  closely  with  the  Program  Support  Center  (PSC),  the  accounting  firm  that  develops 
the  ACF  financial  statements,  the  Assistant  Secretary  for  Budget,  Technology  and  Finance 
(ASBTF),  Office  of  Inspector  General,  Office  of  General  Counsel,  and  the  private  audit  firm  of 
Clifton  Gunderson,  LLP,  to  complete  the  annual  financial  statements  audit.  The  President's 
Management  Agenda  states  that  by  the  FY  2002  audit  cycle  all  24  cabinet  level  departments  will 
pass  their  audits.  ACF  received  a  "clean"  or  unqualified  opinion  from  the  auditors  for  FY  1999- 
2001  and  continues  to  work  aggressively  to  maintain  this  accomplishment.  In  FY  2001,  ACF 
achieved  the  clean  opinion  without  any  material  weaknesses.  ACF,  the  Department,  and  ACF's 
auditors  are  dedicated  to  improving  the  accounting  systems  and  services  that  support  the 
development  of  ACF's  audited  financial  statements.  This  collaboration  is  essential  for  ACF  to 
meet  the  compressed  deadlines  for  the  FY  2002  and  future  audit  cycles.  ACF  will  continue  to 
work  closely  with  its  partners  to  correct  remaining  problems  identified  by  the  auditors. 

Performance  Plan 

Performance  Measures  for  FY  2004  and  Final  Measures  for  FY  2003 
11.1a.  FY  2003:  Obtain  a  clean  audit  opinion  for  ACF. 
FY  2004:  Obtain  a  clean  audit  opinion  for  ACF. 
Data  Source:  Clifton  Gunderson,  LLP,  Independent  Auditor's  Report 
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A.1  LINKAGE  TO  HHS  AND  OPDIV  STRATEGIC  PLANS 


HHS  STRATEGIC  GOALS* 

CORRESPONDING  ACF  STRATEGIC 
GOALS,  OBJECTIVES  AND  STRATEGIES 

GOAL  1 :  REDUCE  THE  MAJOR  THREATS 
TO  THE  HEALTH  AND  WELL-BEING  OF 
ALL  AMERICANS 

1.2  Reduce  the  incidence  of  sexually  transmitted 
diseases  and  unintended  pregnancies 
1.6  Reduce  the  incidence  and  consequences  of 
injuries  and  violence 

GOAL  2:  IMPROVE  HEALTHY 
DEVELOPMENT,  SAFETY  AND  WELL- 
BEING  OF  CHILDREN  AND  YOUTH 

6.  Increase  safety,  permanency,  and  well-being 
of  children  and  youth 

6.5a  Enhance  child  well-being  by  promoting 
healthy  marriages  and  family  formation  and 
reducing  out-of-wedlock  pregnancies 

GOAL  3:  INCREASE  THE  HEALTH  AND 
PROSPERITY  OF  COMMUNITIES  AND 
TRIBES 

7.2  Support  programs  to  provide  immediate 
shelter  and  related  assistance  for  victims  of 
family  violence  and  their  dependents 

GOAL  3:  INCREASE  THE  PERCENTAGE 

OF  THE  NATION'S  CHILDREN  AND 

ADULTS  WHO  HAVE  ACCESS  TO  HEALTH 

CARE  SERVICES  AND  EXPAND 

CONSUMER  CHOICES 

3.2  Strengthen  and  expand  the  health  care  safety 

net 

3.4  Eliminate  racial  and  ethnic  health  disparities 

3.5  Expand  access  to  health  care  services  for 
targeted  populations  with  special  health  care 

3.6  Increase  access  to  health  services  for 
American  Indians  and  Alaska  Natives 

GOAL  2:  IMPROVE  HEALTHY 
DEVELOPMENT,  SAFETY  AND  WELL- 
BEING  OF  CHILDREN  AND  YOUTH 

5.  Promote  early  childhood  development 

5.2  Children  demonstrate  improved  physical 
health 

6.  Increase  safety,  permanency,  and  well-being 
of  children  and  youth 

6.3  Increase  the  number  of  health  care  providers 
trained  to  meet  the  health  needs  of  people  with 

/level cinwtpntnl  /livnhi/ifip? 

GOAL  5:  IMPROVE  THE  QUALITY  OF 
HEALTH  CARE  SERVICES 

5.2  Increase  the  appropriate  use  of  effective  health 
care  services  by  medical  providers 

GOAL  2:  IMPROVE  HEALTHY 
DEVELOPMENT,  SAFETY  AND  WELL- 
BEING  OF  CHILDREN  AND  YOUTH 

5.  Promote  early  childhood  development 

6.  Increase  safety,  permanency,  and  well-being 
of  children  and  youth 

6.3  Increase  the  number  of  health  care  providers 
trained  to  meet  the  health  needs  of  people  with 
developmental  disabilities 
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BBS  STRATEGIC  GOALS* 

CORRESPONDING  ACE  STRATEGIC 
GOALS,  OBJECTIVES  AND  STRATEGIES 

GOAL  6:  IMPROVE  THE  ECONOMIC  AND 
SOCIAL  WELL-BEING  OF  INDIVIDUALS, 
FAMILIES,  AND  COMMUNITIES, 
ESPECIALLY  THOSE  IN  NEED 

6.1  Increase  the  proportion  of  low-income  families 
and  persons  receiving  welfare  who  improve  their 
economic  status 

GOAL  1:  INCREASE  ECONOMIC 
INDEPENDENCE  AND  PRODUCTIVITY 
FOR  FAMDLXES 

1.  Increase  employment 

2.  Increase  independent  living 

3.  Increase  parental  responsibility 

4.  Increase  affordable  child  care 

6.  Increase  safety,  permanency,  and  well-being 

of  children  and  youth 

6.3  Increase  independence  and  quality  of  life  of 
persons  with  disabilities,  including  those  with 
long-term  care  needs 

GOAL  1:  INCREASE  ECONOMIC 
INDEPENDENCE  AND  PRODUCTIVITY 
FOR  FAMILIES 

1.  Increase  independent  living 

GOAL  2:  IMPROVE  HEALTHY 
DEVELOPMENT,  SAFETY  AND  WELL- 
BEING  OF  CHILDREN  AND  YOUTH 

6.3  Increase  the  number  of  health  care  providers 
trained  to  meet  the  health  needs  of  people  with 
developmental  disabilities 

6.4  Improve  the  economic  and  social  development 
of  distressed  communities 

GOAL  3:  INCREASE  THE  HEALTH  AND 
PROSPERITY  OF  COMMUNnTES  AND 
TRIBES 

7.  Build  healthy,  safe  and  supportive 
communities  and  Tribes 

6.5  Expand  community-  and faith-based 
partnerships 

The  number  of  unduplicated  faith-  and 
community-based  organizations  that  receive 
technical  assistance  to  increase  the  capacity  to 
provide  needed  social  services  *  * 

GOAL  7:  IMPROVE  THE  STABILITY  AND 

H r.A I.IHY  Uti\ tjlAJrMJbSS  1  \Jt  Ul'K 

NATION'S  CHILDREN  AND  YOUTH 

7.1  Promote  family  formation  and  healthy 
marriages 

GOAL  2:  IMPROVE  HEALTHY 

Vt, ViLLUrJYUUN  1 ,  »A*  H, 1 Y  AINU  W&LiLr 

BEING  OF  CHILDREN  AND  YOUTH 

6.  Increase  safety,  permanency,  and  well-being 
of  children  and  youth 

6.5a  Enhance  child  well-being  by  promoting 
healthy  marriages  and  family  formation  and 
reducing  out-of-wedlock  pregnancies 

7.2  Improve  the  development  and  learning 

r^/i//iVi^pp  /ic  tmMffifwritwti}  rvr  int/intv  tnrl/i ]&T"V  /tnn 
rxzuiiifi&m,  cm  uppruprtuttz,  uj  iryurti&,  tvuu-itzr  u/iu 

preschool  children 

4.  Increase  affordable  child  care 

7.3  Increase  the  involvement  and financial  support 
of  non-custodial  parents  in  the  lives  of  their 
children 

3.  Increase  parental  responsibility 

7.4  Increase  the  percentage  of  children  and  youth 
living  in  a  permanent,  safe  environment 

6.  Increase  safety,  permanency,  and  well-being 
of  children  and  youth 
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HHS  STRATEGIC  GOALS* 

CORRESPONDING  ACF  STRATEGIC 
GOALS,  OBJECTIVES  AND  STRATEGIES 

GOAL  8:  ACHIEVE  EXCELLENCE  IN 
MANAGEMENT  PRACTICES 

8.1  Improve  the  strategic  management  of  human 
capital. 

GOAL  4:  MANAGE  RESOURCES  TO 
IMPROVE  PERFORMANCE 

8.  Develop  and  retain  a  highly  skilled,  strongly 
motivated  staff 

9.  Streamline  ACF  organizational  layers 

8.3  Improve  financial  management 

11. Ensure  financial  management  accountability 

8.4  Enhance  the  use  of  electronic  commerce  in 
service  delivery  and  record  keeping 

10.  Improve  automated  data  and  management 
systems 

8.5  Achieve  integration  of  budget  and  performance 
information 

Budget  crosswalk  and  budget  linkage  tables 

*The  HHS  strategic  goals  reflect  those  in  the  draft  HHS  Strategic  Plan  dated  November  2002. 
**This  measure  is  still  under  development  and  has  not  been  assigned  a  strategic  objective  number. 
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A.2     CHANGES  AND  IMPROVEMENTS  OVER  PREVIOUS  YEAR 

ACF  has  made  a  number  of  improvements  in  this  FY  2004  Annual  Performance  Plan.  The  FY 
2004  plan  includes  additional  information  on  detailed  changes  between  the  Final  FY  2003  Plan 
and  the  Revised  Final  FY  2003  Plan,  including  which  targets  have  been  revised,  which  have 
been  discontinued  and  which  are  still  developmental.  Each  of  the  ACF  programs  was  asked  to  re- 
examine its  measures  and  targets  to  align  them  with  Adimnistration  priorities.  As  a  result,  many 
programs  created  a  more  focused  set  of  measures,  e.g.,  dropping  some  measures,  providing 
improved  measures  and  targets  based  on  the  most  recent  available  data  and  narrowing  or  refining 
existing  measures. 

Part  I  provides  additional  information  that  includes  a  roadmap  explaining  how  the  plan  is 
organized  and  a  description  of  ACF's  key  priorities  and  performance  budget  linkages. 

In  Part  n,  under  each  of  the  strategic  goals  and  objectives,  performance  goals  and  measures  are 
discussed  in  greater  detail  with  a  fuller  discussion  of  program  activities  and  strategic  approaches 
directed  at  improving  performance.  Program  performance  analysis  and  resource  and  data  issues 
are  summarized  and  a  budget  table  linking  investments  to  activities,  outputs  and  outcomes  is 
included. 

ACF  has  endeavored  to  project  targets  based  on  trend  data  wherever  possible.  There  are  a  few 
measures  that  still  lack  baselines  because  programs  are  implementing  new  initiatives  and  data 
collection  activities.  Baselines  for  those  measures  will  be  established  upon  completion  of  start-up 
and  developmental  activities.  In  a  few  cases,  the  targets  or  measures  are  stated  in  ways  that  cause 
baselines  to  change  annually  (e.g.,  continuous  improvement  targets  or  legislatively  defined 
targets).  For  those,  a  context  has  been  provided  in  the  narrative. 

More  descriptive  information  has  been  provided  in  a  number  of  areas:  (1)  addition  and/or 
deletion  of  measures  to  reflect  new  program  priorities;  (2)  revision  of  targets  to  reflect  program 
experience  retaining  the  same  baseline  data  wherever  possible;  (3)  explanation  for  targets  not 
achieved  and  steps  that  will  be  initiated  to  correct  shortfalls;  (4)  additional  narrative  explaining 
the  FY  2003  and  2004  measures;  and  (5)  a  status  update  on  FY  2002  data  and  detailed  changes 
between  the  FY  2003  Plan  and  the  Revised  Final  FY  2003  Plan. 

Both  the  FY  2003  and  FY  2004  targets  are  repeated  in  the  narrative  section.  Because  the 
measures  in  the  summary  tables  tend  to  be  generic  and  programs  are  still  refining  the  wording  of 
many  of  the  measures,  it  is  critical  that  the  specific  wording  be  included  in  the  narrative  section 
for  future  tracking  purposes. 
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STATUS  OF  FY  2002  DATA  AND  DETAILED  CHANGES  BETWEEN  THE  FIN  AL  FY 
2003  PLAN  AND  THE  REVISED  FINAL  FY  2003  PLAN 


Includes  changes,  status  of  developmental  measures  and  availability  of  data  for  FY  2002  Performance 
Report.  Measures  are  not  listed  if  they  remain  as  they  were  presented  in  the  Final  FY  2003  Annual 

Performance  Plans  (APP). 


_\  increase  employment 


^  :  TSISTANCE  FOR  ;NT^DY  FAMILIES  (EMPLOYMENT)' 

I  Status  of  measures:  FY  2002  results  will  be  available  September  2003:  States  are  given  up  to  3  months  to 
:  provide  data  for  each  quarter.  Time  is  needed  to  validate  and  verify  the  data.  A  developmental  measure, 
!  1  .If.  has  been  added  to  assess  the  rate  of  case  closure  due  to  empiovment. 


ir-^:---~ —       -  -   .   ....  — . .  -._ 

^^F^E0^^NTOi>  DISABILITIES  (EV£PEOY>IENT^ 


Status  of  measures:  FY  2002  results  will  be  available  for  measures  1 3a-b  March  2003.  Measure  1 .3b  has 
been  dropped  for  FY  2003. 


:  FT  G  EE  RL^FTTLEM  ENT 


Status  of  measures:  Annual,  unduplicated  FY  2002  data  are  due  45  days  after  end  of  year,  circa 
November  15.  Because  individual  State  reports  may  be  missing  and  time  is  needed  to  validate  and  verify 
the  data,  final  State  data  will  be  available  April  2003;  final  MG  data  July  2003.  For  measures  1.4a,  b  and 
d,  the  percentages  have  been  revised  downward  based  on  caseload  fluctuations.  Measure  1.4c  has  been 
dropped. 


SOClAlv  SERVICES  BI  OCK  GRANT 


Status  of  Measures:  FY  2002  results  will  be  available  June  2003.  Measure  1.5d  has  been  re-phrased  to  be 
more  reflective  of  program  dynamics  and  funding  levels.  The  remaining  four  measures  (1 ,5a-c  and  1.5e) 
have  been  dropped. 


2.  Increase  independent  living. 


DEVELOPMENTAL  DISABILITIES  (HOUSING) 


Status  of  measures:  FY  2002  data  will  be  available  March  2003. 


IVLDLAL  DEVELOPMENT  ACCOUNTS 


Status  of  Measures:  FY  2002  results  will  be  available  June  2003.  Measure  2.2a  has  been  replaced  by  a 
developmental  measure,  2.2c.  with  baseline  being  developed  in  FY  2003.  Measure  2.2b  has  been  dropped. 


3.  Increase  parental  responsibility. 
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^^Sfe|^?FORT  ENFORCEMEiNT  * 

Status  of  measures:  FY  2002  results  will  be  available  September  2003. 

4.  Increase  affordable  child  care. 


CHILD  CARE:  AFFORD  ABILITY 


Status  of  measures:  FY  2002  results  will  be  available  December  2003 .  Most  of  the  data  for  these 
measures  are  from  State  reports,  due  the  end  of  CY  2002.  Five  measures,  4.1a-c,  4.1e  and  4.1g,  have  been 
replaced  by  three  developmental  measures,  4.1d,  4.1f,  and  4.  in  with  baselines  being  developed  in  FY 
2003. 


5.  Increase  quality  of  child  care  to  promote  childhood  development 


quality       .     wm  wSSmmi 


Status  of  measures:  See  CHILD  CARE:  AFFORD ABTLITY  above.  FY  2002  results  will  be  available  for 
measure  5.1b  in  February  2003  and  measures  5.1a  and  5. Id  in  December  2003.  Measures  5.1b  and  5. Id 
have  been  dropped  in  FY  2003  and  a  baseline  for  one  developmental  measure  (5.1c)  has  been  added  in 
FY  2003  to  be  more  reflective  of  new  program  priorities. 


Head  Start  has  set  more  aggressive  targets  for  measures  5.2a,  5.2b  and  5.2e.  Measures  6.1a-c  have  been 
moved  under  strategic  objective  5  (now  5.21-n)  to  reflect  the  integrated  nature  of  the  program's  child 
development  strategies. 


6.  Increase  safety,  permanency,  well-being  of  children  and  youth, 

SPSS 


Status  of  measures:  FY  2002  final  results  for  most  measures  will  be  available  in  June  2003.  Measure  6.1g 
was  dropped  in  FY  2003.  Measure  6.1b  and  6.1f  will  be  available  September  2003. 


*  -     DEVELOP.VIEN  T  AL  DTSABILITlE^pSm'nO*  , 


Status  of  measures:  FY  2002  data  will  be  available  March  2003.  Measure  6.2a  has  been  dropped  for 
FT  2003. 


Status  of  measures:  FY  2002  data  will  be  available  January  2003. 


Status  of  measures:  Measures  6.4b  and  6.4g  have  been  dropped,  baseline  for  one  developmental  measure, 
6.4h,  has  been  added  in  FY  2003  to  reflect  program  priorities  and  targets  for  FY  2002  and  2003  have  been 
added  for  6.4c. 
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Status  of  measures:  FY  2003  baseline  for  i 
program  priorities. 

i  new  developmental  measure,  6.5a,  has  been  added  to  reflect 

7=  Build  healthy,  safe  &  supportive  communities  and  Tribes. 


I  Status  of  measures;  FY  2002  final  results  will  be  available  July  2004.  The  target  for  measure  8.1b  has 
!  been  increased  from  one  percent  to  two  percent. 


Status  of  Measures:  No  change  in  status. 


Status  of  measures:.  Measure  7.3c,  a  developmental  measure,  has  been  dropped  due  to  data  issues.  FY 
2003  targets  were  developed  for  measures  7.3a-b. 


._      ;     .       .   :„__.__ 


Status  of  measures:  7.4b  has  been  dropped  and  a  baseline  will  be  developed  in  FY  2003  for  j 
developmental  measure  (7.4c)  to  reflect  the  program's  emphasis  on  economic  development. 


8.  Develop  and  retain  a  highly  skilled,  strongly  motivated  staff 


Status  of  measures:  FY  2002  final  results  will  be  available  July  2003. 


9,  Streamline  ACF  organizational  layers 


Status  of  measures:  No  change  in  status. 


10.  Improve  automated  data  and  management  systems 


Status  of  measures:  FY  2002  final  results  will  be  available  June  2003. 


11.  Ensure  financial  management  accountability 


Status  of  measures:  FY  2002  final  results  will  be  available  June  2003. 
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A.3     PARTNERSHIPS  AND  COORDINATION 

ACF  and  its  partners  began  "focusing  on  results"  before  GPRA  was  in  effect.  Efforts  to  reach 
consensus  on  outcomes  prompted  extensive  discussion  of  strategic  objectives,  legislative 
requirements,  data  sources  and  availability;  led  to  a  fuller  understanding  of  outcomes  and  the 
relationships  to  process  and  output  measures;  and  fostered  closer  partnership  collaborations. 
Continuous  program  improvement  has  required  ongoing  consultation,  technical  assistance,  and 
coordination  across  partnerships  resulting  in  some  performance  measures  being  modified, 
dropped  or  replaced. 

Partnerships  with  States:  Results-oriented  partnership  agreements  and  targets  have  been 
negotiated  with  individual  States.  Each  program  has  developed  an  individualized  process  for 
engaging  partners  in  goal  setting  and  definition  of  measures  and  targets  that  are  meaningful  and 
useful  at  the  State  and  local  community  level.  For  example,  ACF  undertook  a  legislatively- 
mandated,  partner-oriented  process  to  develop  the  measures  and  funding  formulas  used  to  award 
TANF  high  performance  bonuses  to  States.  Also,  the  child  support  program  developed  with 
States  a  national  strategic  plan  with  indicators  and  targets.  The  refugee  program  involved  both 
State  refugee  programs  and  community-based  service  organizations  in  the  development  of 
measures  and  targets.  In  some  programs,  such  as  child  care,  which  were  new  but  had  no 
mandated  requirement  for  consultation  like  TANF,  a  preliminary  set  of  proxy  measures  was 
developed  for  the  first  GPRA  planning  years,  while  the  program  undertook  a  consensus-building 
process  with  the  partnership  constituencies. 

Partnerships  within  ACF:  ACF  has  created  an  array  of  initiatives  that  cut  across  program 
boundaries  and  service  areas.  For  example,  ACF  is  integrating  its  performance  systems  relating 
to  child  care  to  include  resources  from  the  Child  Care  Bureau,  TANF  and  SSBG,  as  well  as 
activities  under  Head  Start.  ACF's  Adrninistration  on  Developmental  Disabilities  has  developed 
results-based  management  systems  relating  to  housing,  health  services,  employment  and 
education.  And,  the  Assets  for  Independence  program,  which  manages  the  Individual 
Development  Accounts,  collaborates  with  LIHEAP  to  ensure  energy  efficiency  and  a  sound 
return  on  investment  for  low-income  homeowners. 

Partnerships  within  HHS:  Across  HHS,  a  large  number  of  programs  share  related  objectives. 
Interagency  consultation  has  taken  place  across  programs  within  ACF,  (e.g.,  child  care  and  Head 
Start,  child  support  and  TANF)  and  within  HHS  (e.g.,  between  TANF  and  Medicaid)  through 
seminars  and  forums  convened  by  the  Office  of  the  Assistant  Secretary  for  Budget,  Technology 
and  Finance  (ASBTF)  and  the  Office  of  the  Assistant  Secretary  for  Planning  and  Evaluation 
(ASPE). 

Special  efforts  have  been  directed  to  assure  that  children  have  access  to  health  and  child 
development  services.  Head  Start  and  the  Child  Care  Bureau  work  with  HHS  health  agencies  e.g. 
the  Maternal  and  Child  Health  Bureau,  Community  Health  Centers,  the  Substance  Abuse  and 
Mental  Health  Services  Adrninistration  (SAMSHA)  and  the  Centers  for  Medicare  and  Medicaid 
Services  (CMS)  to  achieve  health  targets.  For  example,  Child  Care  and  Head  Start  coordinate 
with  the  Health  Resources  and  Services  Administration's  (HRSA)  Maternal  and  Child  Health 
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program  to  improve  health  and  safety  in  child  care  by  creating  strong  links  with  health 
communities.  Increasing  the  number  of  women  who  receive  early  and  comprehensive  prenatal 
care  is  among  the  salient  goals  of  the  Early  Head  Start  program,  which  serves  low-income 
families  with  infants  and  toddlers.  ACF  programs  provide  outreach  for  the  State  Child  Health 
Insurance  Program  (SCHTP),  which  is  adininistered  by  the  Centers  for  Medicare  and  Medicaid 
Services.  Head  Start  and  Child  Care  jointly  sponsor  the  QUILT  (Quality  in  Linking  Together) 
project  that  helps  Head  Start  and  child  care  grantees  form  program  partnerships  to  provide  high 
quality  full-day,  full-year  early  childhood  services.  Such  coordination  at  the  implementation  and 
delivery  level  is  producing  significant  results. 

Partnerships  with  other  Federal  Agencies:  Given  that  ACF  measures  have  been  developed  in 
collaboration  with  partners,  the  consultation  process  outside  of  ACF  has  been  extensive,  though 
more  so  with  ACF's  program  partners,  such  as  States  and  grantees,  than  with  other  Federal 
agencies.  ACF  works  closely  with  Federal  Departments  such  as  Labor,  Treasury,  Housing  and 
Urban  Development,  Education  and  Transportation  in  implementing,  operating  and  improving 
welfare  reform,  early  child  development,  child  care,  child  support,  and  other  programs. 
Consultation  with  Federal  agencies  outside  of  HHS  on  specific  GPRA  performance  plan  issues 
has  not  been  a  formal  process.  Program-specific  data  and  measurement  issues,  as  well  as 
differing  statutes  and  populations  served,  make  the  development  of  common  measures  more 
challenging.  However,  ACF  has  found  that  intensive  consultation  and  coordination  on  program 
design  and  objectives  provide  a  climate  for  close  alignment  among  programs  with  similar  goals. 
Performance  measurement  issues  are  central  to  cross-agency  discussions,  e.g.,  identifying  State 
unemployment  records  as  a  data  source  for  TANF  performance  measures.  There  has  been 
extensive  programmatic  collaboration,  including  TANF  and  welfare-to-work  grants  with  the 
Department  of  Labor,  child  care  and  Head  Start  with  the  Department  of  Education;  and  child 
support  enforcement  with  the  Departments  of  Justice,  Treasury  and  Defense.  These 
collaborations  have  helped  develop  results-oriented  strategies  that  contribute  to  the  success  of 
performance  goals. 

ACF  has  been  an  active  participant  in  cross-program  efforts  to  develop  broader  indicators  of 
child  well-being,  e.g.,  Trends  in  the  Well-being  of  America 's  Children  and  Youth;  America 's 
Children:  Key  National  Indicators  of  Well-being-,  Healthy  People  2010  and  the  Children's 
Indicators  Consortium  study.  ACF  is  committed  to  working  collaboratively  with  its  partners  in 
the  refinement  of  these  broader  performance  measures  and  the  identification  of  annual 
performance  targets. 
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A.4     DATA  VERIFICATION  AND  VALIDATION 

Grantees  and  partners,  such  as  States,  collect  most  data  for  ACF  programs  with  collection 
schedules  written  into  statutes  and  regulations.  ACF  uses  considerable  resources  to  verify  and 
validate  program  data  through  automatic  edit  checks,  manual  reviews  or  audits,  and  other  forms 
of  quality  control  and  assurance. 

Specific  data  issues  are  discussed  in  the  individual  performance  goal  sections.  ACF  has 
developed  a  number  of  different  strategies  to  deal  with  these  issues.  There  are  a  number  of  broad 
data-related  challenges  affecting  ACF's  performance  plan.  Resolving  these  challenges  (listed 
below)  and  other  data  issues  is  necessary,  time-consuming,  difficult,  and  costly. 

•  Quantitative  and  qualitative  measurement  of  outcomes  in  social  programs  are 
experimental  and  still  being  validated; 

•  States,  Tribes  and  non-profit  grantees  vary  in  their  ability  to  collect,  produce  and  report 
reliable  data; 

•  Data  validation  and  verification  are  highly  complex  and  costly; 

•  Particularly  for  our  numerous  new  or  changed  programs,  baseline  data  are  frequently 
unavailable  and  must  be  developed  before  progress  can  be  measured; 

•  Data  collection  systems  fully  geared  to  State  flexibility  are  still  being  implemented;  and 

•  Investments  in  the  design,  development  and  implementation  of  data  collection  systems 
are  costly  and  must  be  balanced  against  other  priorities  at  all  levels  -  Federal,  State  and 
local. 

Many  ACF  grantees  receive  programmatic  funds  that  the  legislation  either  designates  or  permits 
to  be  used  for  data  collection.  Discretionary,  formula,  and  entitlement  grant  awards  generally 
carry  reporting  requirements  directed  at  facilitating  oversight  and  measuring  performance. 
However,  block  grants  and  devolution  of  program  authority  to  States  have  resulted  in  limitations 
on  ACF's  collection  of  data.  ACF  has  worked  with  its  partners  to  collect  a  reasonable  amount  of 
data  from  which  to  determine  performance  and  assure  program  integrity. 

For  a  number  of  major  programs,  ACF  is  largely  dependent  upon  State  administrative  systems 
for  collecting  performance  data,  e.g.,  Temporary  Assistance  to  Needy  Families,  Developmental 
Disabilities,  Refugee  Resettlement,  Child  Welfare,  Child  Support  Enforcement,  Child  Care,  and 
Low  Income  Home  Energy  Assistance  Program.  For  these  programs,  performance  results  can  be 
measured  and  validated  through  the  administrative  data. 

Currently,  ACF  has  the  following  major  data  system  infrastructures  in  place:  the  National 
Directory  of  New  Hires  (Child  Support  and  TANF),  the  Unemployment  Insurance  Wage  data 
(UI),  the  TANF  Data  Reporting  System,  the  TANF  SSP-MOE  Data  Reporting  System;  and  the 
Tribal  TANF  Data  Reporting  System;  the  Child  Support  Survey;  the  Residential  Energy 
Consumption  Survey,  March  Current  Population  Survey  (CPS)  Supplement  (Census  Bureau);  the 
Refugee  Resettlement  Survey,  Head  Start  Family  and  Child  Experiences  (FACES)  Survey,  and 
the  National  Child  Welfare  Longitudinal  Study. 
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Other  ACF  programs,  e.g.,  Head  Start,  Youth  programs,  CSBG,  and  Family  Violence,  rely  on 
local  community  data  systems.  Native  Americans  programs  use  two  internal  data  tracking 
systems  (Project  Information  and  Evaluation  System  and  the  Grant  Award  Tracking  and 
Evaluation  System).  The  Head  Start  information  is  collected  at  local  grantee  sites  through 
Program  Information  Reports  and  the  Family  and  Child  Experiences  Survey  (FACES)  which  has 
rigorously  defined  collection  procedures.  Several  programs  use  survey  information  to 
supplement  the  data. 

As  a  result  of  many  of  the  challenges  listed  above,  there  is  some  delay  in  the  availability  of 
administrative  data.  These  delays  limit  knowledge  of  current  program  activity  and  hinder  policy- 
making and  program  planning.  Some  delays  are  inherent  in  the  goals  and  measures  of  the 
program,  e.g.,  job  retention  and  earnings  gain  in  TANF.  ACF  reviewed  the  data  reporting  time 
frames  for  the  performance  measures  in  this  plan.  A  chart  summarizing  the  timetables  for  ACF 
programs  using  State  and  grantee  administrative  data  is  included  in  Appendix  A-8. 
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AS    PERFORMANCE  MEASUREMENT  LINKAGES 
Information  Technology  Planning 

During  the  past  fiscal  year,  ACF  actively  utilized  the  ACF  Information  Technology  Review 
Board  (ITRB)  in  accordance  with  the  intent  of  the  Clinger-Cohen  Act  (also  known  as  the 
Information  Technology  Management  Reform  Act  [rTMRA]).  The  overall  purpose  of  the  ACF 
ITRB  is  to  monitor  (1)  the  performance  of  selected  ongoing  major  ACF  information  technology 
investments  or  to  consider  proposed  new  major  investments  and  (2)  matters  that  concern  ACF  IT 
policies  and  issues.  The  ACF  ITRB  completed,  or  is  implementing,  10  priority  Investment 
Technology  policies: 

•  IT  procurements:  ACF  will  implement  annual,  centralized  replacement  planning  and 
purchasing  for  PC's  and  related  equipment.  Replacement  budget  plans  will  be  presented 
annually  to  the  ACF  ITRB  for  approval. 

•  Standard  desktop  PC  hardware:  ACF  implements  a  standard  desktop  PC  hardware 
configuration. 

•  Standard  PC  software:  ACF  implements  and  maintains  a  standard  desktop  PC  software 
configuration. 

•  IT  training:  ACF  has  centralized  its  plans  and  budgets  for  all  technical  training.  Training 
for  all  ACF  standard  PC  software  is  available  in  a  classroom  setting  and  through  our 
Distance  Learning  initiative.  Training  in  each  software  is  provided  through  centralized 
budgets. 

•  Internet/Intranet  technologies:  ACF  will  provide  enhanced  support  for  Internet  and 
Intranet  publishing  by  operating  state-of-the-art  web  servers  and  related  technologies. 
Central  Office/Regional  Office  Internet  web  page  content  is  subject  to  Office  of  Public 
Affairs  review  to  ensure  compliance  with  applicable  policies  and  procedures. 

•  ACF  network  remote  access:  ACF  will  expand  and  enhance  its  remote  access  services 
agency- wide  to  meet  the  21st  Century  work  environment.  The  results  of  feasibility  studies 
and  analyses  of  alternatives  will  be  presented  for  review  by  the  ITRB,  when  available. 

•  Desktop  video  conferencing:  ACF  will  continue  to  improve  capabilities  for  point-to-point 
video  conferencing  within  ACF,  and/or  Internet-based  video  conferencing  within  ACF 
and/or  with  outside  parties  (within  available  budgets  including,  possibly,  program  funds). 
Future  recommendations  will  be  presented  to  the  ITRB  under  the  leadership  of  the 
videoconferencing  team  and  Region  VI. 

•  HHS-wide  administrative  systems:  ACF  working  with  the  Department  to  create  uniform 
administrative  systems,  which  will  begin  with  a  new  Web-based  HR/Payroll  system  that 
will  provide  the  Department  with  higher  quality  HR  service  and  integrated  functionaUty. 

•  On-line  Data  Collection  (OLDC):  ACF  will  implement  a  next  generation  of  electronic 
grant-making  through  the  OLDC  capability  to  enable  grantees  and  potential  grantees  to 
enter  all  grants  information  on-line  over  the  Internet.  Plans  and  designs  presented  to  the 
ITRB  are  consistent  with  the  new  Government  Paperwork  Elimination  Act. 

•  Electronic  file  storage:  ACF  is  planning  for  efficient  archiving  of  documents  from  paper 
and/or  electronic  originals  through  electronic  document  management  technology.  ACF 
will  collaborate  with  the  Department  to  accomplish  this  initiative. 
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In  addition,  ACF  continues  to  monitor  the  following  IT  investments: 

•  IT  support  activities  associated  with  the  Expanded  Federal  Parent  Locator  Service 
mandated  by  Welfare  Reform  Legislation:  the  Personal  Responsibility  and  Work 
Opportunity  Reconciliation  Act  (PRWORA); 

•  Completion  of  Business  Process  Reengineering  of  the  Grants  Administration  Process 
through  the  use  of  the  Grants  Administration  Tracking  and  Evaluation  Systems 
(GATES); 

•  Continued  implementation  of  IT  support  activities  associated  with  Temporary  Assistance 
for  Needy  Families  (TANF); 

•  ACF  is  working  with  the  Department  on  several  major  IT  initiatives  to  implement  the 
Secretary's  Five  Year  Strategic  Plan  for  IT  Consolidation  and  "One  Department" .  ACF  is 
leading  the  departmental  initiative  to  consolidate  the  infrastructure  of  the  small  OPDIVs 
creating  a  uniform  standardized  configuration.  Completion  is  planned  for  October  2003; 
and. 

•  In  support  of  the  "One  Department"  initiative,  ACF  is  consolidating  all  IT  activities  and 
developing  an  Enterprise  Architecture  to  guide  and  improve  Capital  Planning  and 
Investment  Control  of  IT  and  business  processes  across  the  OPD1V. 

Cost  Accounting 

Beginning  in  FY  1998,  all  government  reporting  entities  were  required  to  implement,  and  be 
audited  on,  full  cost  accounting  (also  known  as  managerial  cost  accounting)  as  part  of  the  annual 
financial  statements  audit  process.  Beginning  with  the  FY  1998  audit  process,  ACF  was  required 
to  present  all  costs  directly  associated  with  a  program,  as  well  as  all  costs  indirectly  supporting 
that  program.  Based  on  Federal  law  and  OMB  guidance,  the  programs  against  which  these  costs 
had  to  be  reported  were  ACF's  major  program  areas  identified  in  the  GPRA  Annual  Performance 
Plan. 

To  implement  a  credible  and  audi  table  method  to  fulfill  the  full  cost  accounting  requirements  for 
the  FY  2001  audit,  ACF  allocated  its  Federal  Adnunistration  budget  indirect  costs 
proportionately  among  the  major  program  areas  on  the  basis  of  direct  FTE.  (Indirect  costs 
include  salaries  and  benefits  for  staff  not  working  directly  on  one  of  the  14  program  activities; 
costs  of  training,  personnel,  budget,  travel,  systems,  facilities,  supplies,  and  rent.) 

To  accomplish  this,  ACF  senior  staff  in  headquarters  and  the  regions  completed  a  Staff  Resource 
Survey  providing  the  total  number  of  staff  working  directly  on  program  activities  in  one  or  more 
of  the  major  program  areas;  and  the  total  number  of  staff  not  working  directly  on  program 
activities.  Staff  in  this  category  included  planning,  administrative,  and  front  office  staff. 
Fractions  of  staff  were  indicated  for  those  working  in  more  than  one  major  program  area. 
Contractors  and  detailees  out  of  an  organization  were  excluded  from  a  manager's  count  while 
detailees  into  an  organization  from  another  office  were  included. 

Where  an  organization  encompassed  one  entire  major  program  area,  e.g.,  Developmental 
Disabilities,  Child  Support  and  Native  Americans  Program,  only  the  total  number  of  on-board 
staff  for  that  organization  were  indicated.  Staff  offices  that  provided  cross-cutting  activities 
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reported  on-board  staff  as  "other  staff  not  working  directly  on  program  activities."  Offices  where 
program  distinctions  could  be  made  (e.g.,  ACYF,  OCS)  reported  on  both  items. 

Completed  survey  data  were  collated  and  analyzed  in  an  automated  spreadsheet  and  provided  to 
the  HHS  Program  Service  Center  (PSC)  to  allocate  the  indirect  costs  in  proportion  to  the 
resulting  direct  staff  ratio.  These  data  support  PSC's  development  of  ACF's  Statement  of  Net 
Cost.  ACF  managers  were  advised  to  retain  documentation  that  explains  how  they  arrived  at 
their  numbers  in  the  event  that  auditors  requested  to  review  this  process.  ACF's  cost  accounting 
strategy  was  accepted  by  the  auditing  firm  (Clifton  Gunderson),  PSC,  ASBTF  and  the  OIG. 
Other  OPDIVs  also  requested  copies  of  our  methodology  and  survey  instrument.  ACF  continues 
to  use  the  same  strategy  for  each  audit  cycle,  adding  new  program  areas  as  appropriate. 

Work  Force  Analysis  Plan 

ACF  is  committed  to  being  a  customer-focused,  citizen-centered  organization.  It  is  an 
organization  that  focuses  on  results,  provides  high  quality,  cost-effective  and  efficient  services, 
meets  customers'  needs  and  expectations,  and  uses  state-of-the-art  information  technology  to 
improve  management  and  data  systems.  ACF  will  continue  to  rely  on  its  work  force  analysis  plan 
to  support  the  ACF  work  force  restracturing  plan.  The  ACF  work  force  analysis  provides  a 
demographic  summary  of  ACF's  permanent  work  force,  an  evaluation  of  the  skills  of  the  work 
force,  and  an  assessment  of  the  organization's  structure.  In  addition,  ACF  plans  to  engage  in  a 
progressive  succession  planning  effort  to  address  mission-critical  activities  and  gaps  in  the  ACF 
work  force. 

ACF  analyzed  information  gathered  for  work  force  planning  purposes  in  order  to  accurately 
gauge  and  project  current  agency  workload,  current  employees'  competencies,  estimated  future 
workloads  and  future  competency  needs  for  the  next  three  to  five  years.  ACF  continues  to  make 
progress  in  implementing  administrative  consolidations  and  organizational  realignments  of  some 
ACF  offices. 

Program  Evaluation 

While  States  have  been  given  increasing  latitude  in  adniinistering  programs,  they  depend  on 
national  leadership  and  partnership  in  developing  reliable  information,  technical  assistance,  and 
the  development  and  dissemination  of  proven  or  promising  methods  for  achieving  and  measuring 
success.  Extant  research  and  early  results  of  major  studies  under  way  have  helped  shape 
significant  changes  in  Federal  and  State  policy  and  legislation  affecting  low-income  families  and 
children. 

Effective  State  decision-making  requires  timely  and  reliable  information  on  the  consequences  of 
alternative  policy  and  program  choices  and  the  experiences  of  other  States.  As  policy  and 
program  design  has  devolved  to  States  and  localities,  it  is  vital  that  these  levels  of  government 
have  reliable  information  for  decision-making  and  that  the  effects  of  different  policy  and 
program  choices  on  quality  and  accessibility  are  understood.  Documenting,  understanding, 
interpreting  and  facilitating  the  exchange  of  information  and  experiences  among  States  is 
essential  to  providing  high  quality  services  to  promote  the  well-being  of  families  and  children. 
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As  ACF  continues  to  focus  on  results-oriented  management,  evaluations  play  an  increasingly 
important  role  in  program  improvement.  Program  evaluations  are  directed  at  evaluating 
effectiveness,  assessing  the  achievement  of  performance  results,  assessing  the  impacts  of  human 
services,  and  improving  program  management.  Program  evaluations  are  largely  directed  at 
assessing  the  effectiveness  of  individual  projects  within  a  program.  The  ACF  performance 
measurement  system  is  the  primary  mechanism  used  to  monitor  annual  progress  in  achieving 
ACF's  strategic  and  performance  goals. 

Specific  Examples  of  Ongoing  Evaluations  that  Support  Goals  and  Objectives  in  ACF 
Performance  Plan 

In  December  2001,  five-year  results  from  the  National  Evaluation  of  Welfare-to-Work  Strategies 
(NEWWS)  were  released.  This  study  evaluated  1 1  programs  in  seven  sites,  comparing 
education-focused  with  employment-focused  approaches.  Studies  are  currently  ongoing  to 
examine  the  effectiveness  of  strategies  to  help  welfare  recipients  retain  and  advance  in 
employment;  strategies  to  help  those  who  are  hard-to-employ  enter  and  succeed  in  employment; 
and  strategies  to  help  rural  residents  move  from  welfare  to  work.  Research  and  evaluation  studies 
of  child  care  services  assist  in  promoting  effective  practices  and  provide  a  better  understanding 
of  child  care  supply,  demand,  unmet  need,  quality  and  cost  for  those  transitioning  from  welfare 
to  work.  ACF  has  also  initiated  research  to  develop  and  evaluate  strategies  to  promote  child  well- 
being  through  healthy  marriage. 

There  is  evaluative  evidence  that  demonstrates  the  success  of  working  through  programs  such  as 
Head  Start  to  prepare  children  for  school.  Results  from  the  Family  and  Child  Experiences 
Survey,  a  longitudinal  study  of  a  nationally  representative  sample  of  Head  Start  children,  are 
beginning  to  show  positive  trends  for  Head  Start  children  in  cognitive  and  social  skills,  indicting 
learning  readiness  for  kindergarten.  The  Early  Head  Start  evaluation,  completed  in  May  2002, 
demonstrated  that  Early  Head  Start  improves  some  of  the  early  building  blocks  for  the 
development  of  literacy  and  school  readiness. 

The  national  survey  of  child  and  adolescent  well-being  (NSCAW)  will  provide  valuable 
descriptive  information  including  risk  factors,  service  needs  and  services  received  on  children 
and  families  who  come  into  contact  with  the  welfare  system.  Additionally,  State  and  program 
administrative  data  are  particularly  useful  in  assessing  trends  and  establishing  targets  for  child 
welfare,  abuse  and  neglect,  early  learning  (Head  Start)  and  child  care. 

In  June,  2002,  ACF  released  three-year  results  of  the  Early  Head  Start  Impact  Study,  a  random- 
assignment  evaluation  comparing  outcomes  for  children  and  families  in  17  Early  Head  Start 
programs  with  outcomes  for  children  not  participating  in  Early  Head  Start.  Evaluations  currently 
under  way  include  the  Head  Start  Impact  Study,  a  nationwide  random-assignment  evaluation  of 
Head  Start;  several  partnerships  between  academic  researchers  and  local  Head  Start  programs  to 
test  program  improvements;  and  an  evaluation  of  child  care  subsidy  strategies. 
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ONGOING  EVALUATIONS  THAT  WILL  INFORM  PERFORMANCE  MEASURES 


Objective 

Subject 

Methodology 

1.1  Incresise 
Employment 

IZrVallMtUlV/Il  Ul  CIIipiUVIIlCIIL  JVCICIILHJII  dUU 

Advancement  strategies;  impact  of  welfare 
reform  on  child  outcome  measures;  impact  of 
rural  welfare  to  work  strategies;  and  the 
effectiveness  of  employment  services  for 
special  populations 

Evaluation  and  demonstration  of  enhanced 
services  for  hard-to-employ  parents 

linpd\sl  /YlldlyaCb 

(experimental  design) 
Experimental 

2.1  Increase 
Independent 
Living 

Evaluation  of  impact  of  Individual 
Development  Accounts 

Non-experimental 

3.1  Increase 

Parental 

Responsibility 

Evaluation  of  the  role  of  both  parents  in 
providing  financial  and  emotional  support  to 
their  children;  evaluation  of  strategies  to 
improve  child  well-being  by  strengthening 
parental  relationships  and  healthy  marriage 

Partners  for  Fragile  Families  evaluation 

Impact  analyses  and  non- 
experimental  methods 

Process  and  impact 
evaluation 

4.1  Increase 
affordable  child 
care 

Evaluation  of  Child  Care  Subsidy  Strategies 

K/fii1ti-vf*nr  mnlti-Qitp  otiiHv  f^vfllimtiTttr 

IVXUltl  y  v(U  9  lUlUUrotlW  oiuujr  vraiuiziuig 

effects  of  alternative  State  and  community 
subsidy  policies 

Experimental 

5.1  Healthy 
Development  and 
Learning 
Readiness  of 
Children 

Continuation  of  National  Study  of  Child 
Care  for  Low-Income  Families;  evaluation  of 
child  care  subsidy  strategies;  grants  to 
develop  and  test  comprehensive  school 
readiness  strategies  (joint  with  NICHD  and 
Department  of  Education) 

Surveys,  site  visits,  impact 
analyses 

5,2  Head  Start 

Continuing  surveillance  of  the  progress  of 
Head  Start  children  in  social,  cognitive  and 
other  domains  (The  Family  and  Child 
Experiences  Survey) 

Head  Start  impact  study  examining  the 
development  and  school-readiness  of  low- 
income  children  including  language  and 

Interviews,  observations, 
assessments  &  surveys; 
impact  analyses 

Experimental 

literacy  development. 

Early  Head  Start  follow-up  study  examining 
Early  Head  Start  and  control  group  children's 
progress  through  pre-kindergarten. 

Early  Childhood  Longitudinal  Studies  with 
the  Department  of  Education  studying  a 
cohort  of  Head  Start  children  at  kindergarten 

Experimental 

Observations,  interviews  and 

Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 


PageM-182 
FY 2004  Performance  Plan 
FY 2002  Performance  Report 


1852 


Objective 

Subject 

Methodology 

entry  and  continuing  through  the  fifth  grade. 

data  analysis 

6.1  Safety, 
Permanency  and 
WeD-Being  of 
Children  and 
Youth 

Continuation  of  national  longitudinal  study 
of  child  welfare  that  looks  at  the  outcomes 
for  families  and  children  in  areas  of  safety, 
permanency  and  child  and  family  well-being. 

Consortium  for  longitudinal  studies  of  child 
maltreatment  from  time  children  are  4  years 
old  until  they  reach  adulthood. 

Surveys,  interviews,  impact 
analyses 

Interviews  and  assessments 
Monitoring,  State  RO-CO 
partnership  monitoring 
visits,  pre- visit  statewide 
assessments,  analysis  and 
use  of  existing  data  from 
NCANDS  and  AFCARS 

Systematic  review  of  child  welfare  outcomes 
in  areas  of  safety,  permanency  and  child  and 
family  well-being. 

Evaluation  of  technical  assistance  to  grantees 
to  improve  local  evaluations  and  encourage 
cross-site  cooperation  and  consensus  on  data 
elements. 

Surveys,  site  visits,  impact 
analyses 

Contracts 

National  evaluation  of  the  impact  of  family 
preservation  and  support  services 

Meta-analysis  of  last  25 
years  of  research  and 
evaluation  studies 

6.5  Enhance  child 
well-being  by 
promoting 
neaitny 
marriages  and 
family  formation 
and  reducing  out- 
of-wedlock 
pregnancies. 

Develop  evaluation  design  options  for 
community  marriage  demonstrations. 

Evaluation  of  interventions  for  low-income 
unmarried  parents 

Multi-site  evaluation  and  synthesis  of 
Responsible  Fatherhood  Projects 

Impact  Study 

Experimental 

Descriptive  analysis  using 
program  and  administration 
data  and  client  interviews 
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Ao6     FY  2001  PERFORMANCE  DATA  NOT  REPORTED  (PREVIOUSLY 

UNAVAILABLE) 


Performance  Goals 

FY  01  Target 

Jr  i  Ul  Actual 

Performance 

Reference 

Developmental  Disabilities-Employment 

1 .3a.  Achieve  the  targeted  number  of  adults 
with  developmental  disabilities  who  obtain 
integrated  jobs  as  a  result  of  DD  program 
intervention. 

3,800 

5,854 

Pages  22-23 

i.3b.  Achieve  the  targeted  number  of 
businesses/employers  that  employ  and 
support  people  with  developmental 
disabilities  as  a  result  of  DD  program 
intervention. 

1,350 

1,813 

Refugee  Resettlement 

1 .4a.  Increase  the  number  of  refugees 
entering  employment  through  ACF-funded 
refugee  employment  services  by  at  least 
five  percent  annually  from  FY  1997  actual 
performance. 

56,885 

45,893 

Pages  28-30  ! 

| 

1 .4b.  Increase  the  number  of  entered 
employments  with  health  benefits  available 
as  a  subset  of  full-time  job  placements  by 
five  percent  annually  from  the  FY  1997 
actual  performance. 

30,613 

27,270 

!  1.4c.  Increase  the  number  of  refugee  cash 
i  assistance  cases  closed  due  to  employment 
by  at  least  five  percent  annually  as  a  subset 
of  all  entered  employments  from  the  FY 
1997  actual  performance. 

18,163 

14,223 

1.4d.  Increase  the  number  of  90-day  job 
retentions  as  a  subset  of  all  entered 
employments  by  at  least  five  percent 
annually  from  the  FY  1997  actual 
performance. 

41,824 

31,137 
13,882 

9,504 
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1.4e.  Increase  the  number  of  refugees  who 
enter  employment  through  the  Matching 
Grant  program  as  a  subset  of  all  MG 
employable  adults  by  at  least  five  percent 
annually  from  the  calendar  year  1997 
actual  performance. 

1.4f.  Increase  the  number  of  refugee 
families  (cases)  that  are  self-sufficient  (not 
dependent  on  any  cash  assistance)  within 
the  first  four  months  after  arrival  by  at  least 
four  percent  annually  from  the  calendar 
year  1997  actual  performance. 

6,176 

10,442 

1 .5a.  Increase  by  one  percent  the  number  of 
child  recipients  of  day  care  services  funded 
wholly  or  in  part  by  SSBG  funds  over  the 
previous  year's  performance. 

2399,827 
339,253 

3,150,776 
260,937 

Pages  39-40 

1 .5b.  Increase  by  one  percent  the  number 
of  adult  recipients  of  home  based  services 
funded  wholly  or  in  part  by  SSBG  funds 

over  the  previous  year's  performance. 

1.5c.  Increase  by  one  percent  the  number  of 
adult  recipients  of  special  services  for  the 
disabled  funded  wholly  or  in  part  by  SSBG 
funds  over  the  previous  year's  performance. 

1.5d.  Maintain  the  number  of  recipients  of 

vxuiu  proicviivc  5>cr view  luuucu  wiiuiiy  or 

in  part  by  SSBG  funds. 

1 .5e.  Increase  by  one  percent  the  number  of 
recipients  of  information  and  referral 
services  funded  wholly  or  in  part  by  SSBG 
funds  over  the  previous  year's  performance. 

313,075 

912,661 

1,302,895 
1321,736 

1,411,427 
1,439,530 

Developmental  Disabilities-Housing 

2.  la.  Achieve  the  targeted  number  of 
people  with  developmental  disabilities 
owning  or  renting  their  own  homes  as  a 
result  of  DD  program  intervention. 

7,500 

4,013 

Page  45 
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Child  Support 

3.1a.  Increase  fee  paternity  establishment 
percentage  (PEP 

3.1b.  Increase  the  percentage  of  IV-D  cases 
having  support  orders. 

96.5% 
62% 

102% 
66% 

Pages  53-54 

3.1c.  Increase  the  IV-D  collection  rate  for 
current  support 

54% 

57% 

3.  Id.  Increase  fee  percentage  of  paying 
cases  among  IV-D  arrearage  cases. 

54.5% 

59% 

3.1e.  Increase  the  cost-effectiveness  ratio 
(total  dollars  collected  per  $1  of 
expenditures.) 

S4.00 

$4.18 

Child  Care 

5.1a.  Increase  by  one  percent  (95)  fee 
number  of  regulated  child  care  centers  and 
homes  nationwide  accredited  by  a 
nationally  recognized  early  childhood 
development  professional  organisation 

irOLQ  LOC  Vs  I  ZUUU  DddCimc. 

9,630 

9,237 

Pages  76-77 

5.  Id.  Maintain  fee  number  of  States  and 
Territories  conducting  unannounced 

LLlbpCC' UQJIlb  Ul  iC^UlcUCU  piOVlUClo  IXUUl  LUC 

FY  2000  baseline. 

43 

47 

Head  Start 

5.2a.  Achieve  at  least  an  average  34 
percent  gain  (12  scale  points)  in  word 

10(32%) 

10  (32%) 

Pages  82-85 

knowledge  for  children  completing  fee 
Head  Start  program. 

5.2b.  Achieve  at  least  an  average  52 
percent  gain  (4  scale  points)  in 
mathematical  skills  for  children  completing 
fee  Head  Start  program. 

5.2c.  Achieve  at  least  an  average  70 

3  (43%) 

3  (43%) 

3.4  (70%) 

2  (38%) 
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nprp^nt  osiin  (%  A.  cpnlp  ■nointc^  in  Ipffpr 

U  V^l  V^s^Llt   fi^tt-UJL  l-y.T  auiUW  UVJllllJ  J   1 1 1  Ivllwl 

identification  for  children  completing  the 

Head  Start  program. 

S        Achiesvp.  at  Ip.a^t  an  avpracrp  4^ 

nvuivvv  ai  ivaoi  ail  avuagv 

1  24  <43%^ 

i  OS  H4%^ 

percent  gain  (1.24  scale  points)  in  fine 

motor  skills  for  children  completing  the 

Head  Start  program. 

S  9p  Anhievp  at  1past  an  avpraop  14 

1 4  no%i 

1.9  (13%) 

percent  gain  (2  scale  points)  in  social  skills 

for  children  completing  the  Head  Start 

program. 

5.2f.  Achieve  goal  of  at  least  80  percent  of 

80% 

79% 

children  completing  the  Head  Start 

pi  ug^  dm  i  aLc-u  vy  paicm  ao  ucmg  ill 

excellent  or  very  good  health. 

J.z.g.  r\.^liicvc  gUdl  Ul  al  ICoM  /  V  pciCCIll 

7ft% 

/0 

the  percentage  of  parents  who  report 

reading  to  child  three  times  per  week  or 

more. 

-^.Zrlv.  IVxfl uumuil  UXC  a V wlctgC  lCcUl  ICdVIlwl 

73 

72 

olAJIC  \J1±  all  Ul/owi  VaUUilal  liXCdoUXC  Ul 

teacher- child  interaction. 

Child  Welfare 

7% 

9% 

A  d^Cd  7U"70 

6.1b  Decrease  the  percentage  of  children 

with  substantiated  reports  of  maltreatment 

that  havp  a  rpnpatpH  QiiH^tantiatprl  rpnnrt  rtf 

maltreatment  within  six  months. 

67% 

68% 

6.1c.  Maintain  the  percentage  of  children 

who  p.vit  thp  frwfftr  pare  «wtpm  thronoh 

reunification  within  one  year  of  placement. 

28% 

23% 

6.  Id  Increase  the  percentage  of  children 

who  exit  care  through  adoption  within  two 

years  of  placement. 

67;% 

57% 

6.1e.  Maintain  the  percentage  of  children 

who  exit  foster  care  through  guardianships 

within  two  years  of  placement 
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6. If.  Increase  the  number  of  adoptions. 

51,000 
72% 

50,000 
60% 

6.1h.  For  those  children  who  had  been  in 
care  less  than  12  months,  increase  the 
percentage  that  had  no  more  than  two 
placement  settings. 

Developmental  Disabilities-Education 

11,000 

10,288 

Page  106 

6.2a.  Increase  the  number  of  students  with 
developmental  disabilities  who  are  served 
in  more  integrated/inclusive  educational 

settings  as  a  result  of  DD  program 
intervention. 

Management 

S.la2.  Each  ACF  staff  member  participates 
in  at  least  one  Distance  Learning  or  other 
training  opportunity  directly  related  to 
increasing  his/her  job  skills. 

100% 

96% 

Page  160 

10. la  Develop  and  implement  GATES  II, 
which  will  capture  and  validate  grant 

FY  01:  Gates  H 

Completed 

Page  163 

information  submitted  by  grantees  using 
the  web. 
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A.7     PERFORMANCE  REPORT  SUMMARY  BY  PROGRAM 


Measures 

Program 

Total  Measures 

Reported 

Measures  Met* 

Unreported 

TANF 

FY  02:  5 

FY  02:  0 

FY  02: 

FY  02:  5 

FY  01:  5 

FY  01:  2 

FY  01:  1 

FY  01:  3 

FY  00:  5 

FY  00:  5 

FY  00:  4 

FY  00:  0 

FY  99:  2 

FY  99:  2 

FY  99:  1 

FY  99:  0 

DD 

FY  02:  6 

FY  02:  1 

FY  02: 

FY  02:  5 

FY  01:  6 

FY  01:  6 

FY  01: 2 

FY  01:  0 

FY  00:  6 

FY  00:  6 

FY  00:  3 

FY  00:  0 

FY  99:  6 

FY  99:  6 

FY  99:  3 

FY  99:  0 

ORR 

FY  02:  6 

FY  02:  0 

FY  02: 

FY  02:  6 

FY  01:  6 

FY  01:  6 

FY  01:2 

FY  01:  0 

FY  00:  6 

FY  00:  6 

FY  00:  0 

FY  00:  0 

FY  99: 6 

FY  99:  6 

FY  99:  5 

FY  99:  0 

SSBG 

FY  02: 5 

FY  02:  0 

FY  02: 

FY  02:  5 

FY  01:  5 

FY  01:  5 

FY  01:  4 

FY  01:  0 

OCSE 

FY  02:  5 

FY  02:0 

FY  02: 

FY  02:  5 

FY  01:  5 

FY  01:  5 

FY  01:  5 

FY  01:  0 

FY  00:  5 

FY  00:  5 

FY  00: 2 

FY  00:  0 

FY  99:  5 

FY  99:  5 

FY  99:  2 

FY  99:  0 

FY  02'  8 

FV  ft")-  ft 
r  i  uz.  u 

FY  02* 

FY  02"  8 

FY  01:  8 

FY  01:  2 

FY  01:  1 

FY  01:  6 

FY  00:  2 

FY  00:  2 

FY  00:  1 

FY  00:  0 

HE  AD  ST  ART 

FY  02:  14 

FY  02:  14 

FY  02:  4 

FY  02:  0 

FY  01:  13 

FY01:  13 

FY  01:  3 

FY  01:  0 

FY  00:  5 

FY  00:  5 

FY  00:  3 

FY  00: 0 

FY  99:  6 

FY  99:  6 

FY  99:  3 

FY  99:  0 

CHILD  WELFARE 

FY  02:  6 

FY  02:0 

FY  02: 

FY  02:  6 

FY  01:  6 

FY  01:  6 

FY  01:  1 

FY01:  0 

FY  00:  10 

FY  00:  10 

FY  00:  4 

FY  00:  0 

FY  99:  9 

FY  99:  9 

FY  99:  2 

FY  99:  0 

YOUTH 

FY  02:  3  [3] 

FY  02:  3  [3] 

FY  02:  3 

FY  02:  0 

FY  01:  1  [3]** 

FY01:  1 

FY  01:  1 

FY  01:  0 

FY  00:  4 

FY  00:  4 

FY  00:  1 

FY  00:  0 

FY  99:  4 

FY  99:  4 

FY  99:  1 

rr  99:  0 

CSBG 

FY  02:  2 

FY  02:  2 

FY  02: 

FY  02:  2 

FY  01:  2 

FY  01:  2 

FY01:  2 

FY  01:  0 

FY  00:  2 

FY  00:  2 

FY  00:  2 

FY  00:  0 

FY  99:  2 

FY  99:  2 

FY  99:  2 

rr  99:  0 

FVP 

FY  02:  2 

FY  02:  2 

FY  02:  2 

FY  02:  0 

FY01:  2 

FY  01:  2 

FY  01:  2 

FY01:  0 

r  i  uu.  i 

r  i  uu.  i 

r  i  uu.  i 

FY  00*  0 

FY  99:  1 

FY  99:  1 

FY  99:  1 

FY  99:0 

LIHEAP 

FY  02:  2 

FY  02:0 

FY  02: 

FY  02:  2 

FY01:2 

FY  01:2 

FY01:2 

FY01:0 

FY  00:  2 

FY  00:  2 

FY  00:  2 

FY  00:0 

FY  99:  2 

FY  99:  2 

FY  99:0 

FY  99:0 

ANA 

FY  02:  2 

FY  02:  2 

FY  02: 2 

FY  02:0 

FY  01:  2 

FY  01:2 

FY  01:  2 

FY01:0 

FY  00:  2 

FY  00:  2 

FY  00:  2 

FY  00:0 

FY  99:  2 

FY  99:  2 

FY  99:  2 

FY  99:0 
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Program 

Total  Measures 

Measures 
Reported 

Measures  Met* 

Unreported 

ADMIN 

FY  02:  4 

FY  02:  1 

FY  02:  1 

FY  02:  3 

FY  01:2 

FY  01:  2 

FY  01:  2 

FY  01:0 

FY  00:  2 

FY  00:  2 

FY  00:  1 

FY  00:0 

FY  99:  2 

FY  99:  2 

FY  99:  1 

FY  99:0 

Administration  for  Children  and  Families 
Government  Performance  and  Results  Act  Requirements 
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Strategy  for  Eliminating 
Time  Delays  where 
Appropriate 

FY  2000  was  the  first  year 
of  the  new  data  reporting 
system.  We  expect  that  the 
timeliness  and  quality  of 
the  data  will  improve.  We 
will  continue  to  closely 
monitor  State  data 
transmission  and  provide 
TA  as  necessary. 

Beginning  with  the  FY 
2002  bonus  (performance 
year  FY  2001),  we  will 
have  access  to  national 
wage  records  via  the 
Office  of  Child  Support 
Enforcement's  new 
database  and  will  match 
against  these  records  to 
compile  work  performance 
data.  Since  Child  Support 
relies  on  State  reporting  of 
these  wage  data,  we  do  not 
believe  time  delays  can  be 
substantially  reduced. 

ADD  provides  ongoing 
training  and  technical 
assistance  to  grantees  to 
ensure  updated  knowledge 
of  electronic  data 

Reasons  for  Time 
Schedule 

The  TANF  statute  allows 
States  three  months  to 
report  data  at  the  end  of 
each  quarter.  The 
additional  time  (9-12 
months)  is  needed  to 
ensure  complete  and 
accurate  data  reporting  as 
well  as  final  compilation 
and  analysis  of  data. 

The  data  source  for  the 
work  performance 
measures  is  the  State 
employment  wage  records. 
Timing  of  employer 
reporting  determines  the 
availability  of  these  data. 

All  grantees  submit  their 
Program  Performance 
Report  (PPR)  by  January  1 
of  the  next  calendar  year. 
The  PPR's  are  reviewed  by 

Length  of  Time  between 
end  of  Program  Year  and 
Availability  of  Data 

12  months  (September) 

1 5  months  (December) 

6  months  (March) 

Length  of  Time  between 
end  of  Program  Year  and 
Submission  of  Data  by 
State/Grantee 

3  months 

1 1  months  to  provide  data 
for  each  quarter 

3  months  after  end  of  fiscal 
year  (January) 

Program  - 
Administrative  Data 
System 

TANF  participation  rates: 
TANF  Administrative 
Data 

TANF  High  Performance 
Bonus  Measures 

DD-Employment, 
Housing,  and  Education 
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Strategy  for  Eliminating 
Time  Delays  where 
Appropriate 

confirm  the  State's 
methods  for  counting 
recipients,  total 
expenditures,  and  TANF 
transfers. 

FY  1999  was  the  first  year 
using  the  new  reporting 
form.  More  States  are 
transmitting  their  data 
electronically  which  will 
improve  the  timeliness  and 
quality  of  the  data.  OCSE 
will  continue  to  provide 
technical  assistance. 

CCB  continues  to  provide 
training  and  technical 
assistance  to  States 

difficulties  to  improve 
timeliness,  reduce  errors, 
improve  completeness,  and 
encourage  and  facilitate 
development  of  State  data 
systems. 

< 

<  < 

Reasons  for  Time 
Schedule 

OCSE  allows  States  three 
months  to  report  data  at  the 
end  of  the  fiscal  year.  The 
additional  nine  months  is 
needed  to  compile  and 
analyze  the  data  to  ensure 
they  are  complete  and 
accurate. 

The  CCDBG  statute  allows 
States  until  12/31  of  any 
FY  to  submit  their 
aggregate  and  final  case 
level  reports.  Time  is 
needed  to  verify  and 
correct  their  submissions. 

uata  sources  are  external 
non-government  agencies 
that  report  data  on  a 
calendar  year  basis. 

Programs  requested 
additional  time.  Time  is 
needed  to  aggregate  data. 
Available  on  a  3-year  cycle 

Length  of  Time  between 
end  of  Program  Year  and 
AvaUabilityofData 

12  months  (September) 

18  months  (March) 

12  months  (December) 

5  months  (January) 
2000/2001  cohort  data  will 

Length  of  Time  between 
end  of  Program  Year  and 

>* 

s 

i-j 

3  g 

II 

§3 

Q  CO 

3  months  (December) 

3  months  (December) 

3  months  (March) 

School  Year  -  August 
Available  on  a  3-year  cycle 

Program  - 
Administrative  Data 

1 

1 

Child  Support 
Enforcement 

Child  Care  -  Fiscal  Year 
Measures 

Child  Care  -  Calendar 
Year  Measures 

Head  Start  PIR  measures 
Head  Start -FACES 
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Strategy  for  Eliminating 
Time  Delays  where 
Appropriate 

NA 

NA 

The  GATES  II  presents  a 
data  storage  solution  that 
provides  live  reporting  on 
all  ACF  data  collections. 
As  data  are  supplied  by 
grantees,  approved  data 
are  then  moved  to  data 
storage  areas  where  report 
functions  are  capable  of 
presenting  the  collection. 

Reasons  for  Time 
Schedule 

analyze  the  data. 

OCS  is  using  data  from  the 
Department  of  Energy's 
Residential  Energy 
Consumption  Survey 
(RECS)  and  the  Bureau  of 
Census  March  Current 
Population  Survey  (CPS) 
to  track  the  LIHEAP 
measures.  The  March  CPS 
is  conducted  annually  and 
the  RECS  is  conducted 
every  four  years. 

Necessary  to  aggregate 
prior  year  data  from  24 
ACF  components  and 
regional  offices 

Delivery  of  production 
version  of  GATES  II 
began  in  June  2002.  The 
Beta  version  is  being 
implemented  for  selected 
grantees  to  use  the  Web  to 
submit  financial  reports 
during  the  second  quarter 
of  FY  2003. 

Length  of  Time  between 
end  of  Program  Year  and 
Availability  of  Data 

14  months  (November 
2002)  for  2001  RECS  and 
2  months  (November 
2002)  for  the  2002  March 
CPS 

4  months  (January) 

All  data  submitted  to  ACF 
via  the  GATES  H  interface 
will  be  immediately 
available  to  ACF 
organizations.  The  OLDC 
system  is  being  pilot 
tested. 

Length  of  Time  between 
end  of  Program  Year  and 
Submission  of  Data  by 
State/Grantee 

October  of  the  following 
year.  Grantees  are  allowed 
30  days  to  prepare  and 
submit  their  final  report. 

3  months  (December) 

9  months  (June) 

Program  - 
Administrative  Data 
System 

LIHEAP 

Administration  -  Training 

Administration  -  GATES 
II  and  On-Line  Data 
Collection  System 
(OLDC) 

Tuesday,  March  25,  2003. 
ADMINISTRATION  ON  AGING 
WITNESS 

JOSEFINA  G.  CARBONELL,  ASSISTANT  SECRETARY  FOR  AGING 

Mr.  Regula.  We  are  going  to  recess  the  Committee  for  about  20 
minutes.  We  have  the  Assistant  Secretary  on  Aging.  I  don't  know — 
you  students  don't  think  you  will  ever  get  old,  but  you  might  find 
that  hearing  a  little  bit  interesting.  In  any  event,  you  are  welcome 
to  stay.  The  Committee  is  in  recess. 

[Recess.] 

Mr.  Regula.  We  are  happy  to  have  Ms.  Carbonell  from  the  Ad- 
ministration on  Aging.  It  is  a  very  important  agency,  because, 
hopefully,  everybody  gets  an  opportunity  to  use  your  services.  And 
if  we  are  fortunate,  if  the  Secretary  has  his  way,  they  will,  because 
he  is  really  pushing  health. 

I  hope  you  have  your  mileage  meters  on. 

Ms.  Carbonell.  I  wanted  to  give  you  that,  Mr.  Chairman.  I 

think  we  have  got  

Mr.  Regula.  Well,  he  gave  me  one. 
Ms.  Carbonell.  Did  he? 
Mr.  Regula.  Yes. 

Ms.  Carbonell.  I  wanted  to  give  it  to  Mr.  

Mr.  Regula.  Matter  of  fact,  I  introduced  him  this  morning  at  a 
meeting.  He  wanted  to  know  whether  or  not  I  had  my  mileage 
meter  on.  Fortunately,  I  did. 

Now,  Ms.  Roybal-Allard,  you  are  going  to  have  to  walk  every- 
where so  you  get  your  10,000  steps  in  every  day. 

Ms.  Roybal-Allard.  I  have  got  to  keep  up  with  you,  Mr.  Chair- 
man. 

Mr.  Regula.  Okay.  We  appreciate  your  summarization  of  your 
testimony. 
Ms.  Carbonell.  Thank  you. 

Good  morning,  Mr.  Chairman  and  members  of  the  Subcommittee. 
I  am  very  pleased  to  be  here  with  you  today  to  discuss  the  Presi- 
dent's fiscal  year  2004  budget  request  of  $1.34  billion  for  the  Ad- 
ministration on  Aging. 

AGING  SERVICES 

As  a  career-long  advocate  for  older  Americans,  I  have  seen  first- 
hand how  our  programs  affect  the  lives  of  elderly  individuals.  Let 
me  offer  a  few  examples  from  our  fiscal  year  2001  program  data. 

We  help  seniors  to  maintain  their  independence  by  providing 
over  40  million  rides — rides  to  doctors,  senior  centers  and  shop- 
ping— and  over  13  million  information  and  referral  contacts;  and 
we  foster  health  by  providing  250  million  meals  and  2.5  million 
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hours  of  nutrition  education  and  counseling  each  year;  we  help  pre- 
vent unwanted  institutionalization  through  10  million  hours  of 
homemaker  services  and  1.3  million  hours  of  chore  services. 

But  the  Administration  on  Aging's  programs  do  not  just  provide 
services.  They  are  a  catalyst  for  the  vast  array  of  Federal  programs 
which  focus  on  the  needs  of  seniors.  The  President's  budget  makes 
a  substantial  investment  in  these  programs. 

Our  fiscal  year  2004  request  will  enable  the  Administration  on 
Aging  to  support  efforts  to  "rebalance"  the  long-term  care  system 
towards  more  care  in  the  community,  build  partnerships  which  im- 
prove service  coordination  and  promote  healthy  and  active  aging, 
and  maintain  support  for  core  programs  which  have  demonstrated 
their  effectiveness  in  serving  older  Americans.  And  I  would  like  to 
briefly  discuss  each  of  these  areas. 

"rebalancing"  long-term  care 

The  Administration  on  Aging  and  our  aging  services  network 
partners  provide  a  foundation  for  the  Department's  efforts  to  rebal- 
ance the  long-term  care  system  toward  relying  less  on  institutional 
care  and  more  on  care  in  the  community. 

In  addition  to  our  dedicated  staff,  our  programs  are  administered 
by  56  State  Units  on  Aging,  655  Area  Agencies  on  Aging,  243  Trib- 
al organizations,  over  29,000  local  service  providers  and  over  half 
a  million  volunteers.  This  network  is  one  of  the  Nation's  largest 
providers  of  home-  and  community-based  long-term  care.  Thirty- 
one  State  Units  on  Aging  manage  one  or  more  Medicaid  commu- 
nity-based care  waivers,  and  many  offices  on  aging  have  primary 
responsibility  for  their  State's  home-  and  community-based  long- 
term  care  system  and  services. 

The  Administration  on  Aging  is  working  to  expand  options  for 
community-based  care  by  collaborating  with  the  Centers  for  Medi- 
care and  Medicaid  Services  and  others  in  the  Department  to  fur- 
ther involve  the  aging  services  network  in  the  provision  of  a  coordi- 
nated and  integrated  long-term  care  service  system  for  disabled 
older  adults.  We  are  also  working  with  other  partners  in  the  De- 
partment to  identify  State  trends  in  long-term  care,  evaluate  the 
local  projects  that  deliver  services  to  seniors  where  they  live,  and 
provide  incentives  to  States  to  transfer  individuals  from  institu- 
tional to  community  care. 

Our  fiscal  year  2004  budget  will  support  the  aging  network's  role 
in  long-term  care.  We  will  invest  part  of  our  $28  million  Program 
Innovations  funding  to  establish  Aging  "One-Stop"  Resource  Cen- 
ters. These  centers  will  serve  as  a  trusted  resource  for  information 
on  long-term  care.  They  will  also  promote  model  programs  which 
States  can  use  to  increase  the  community-based  care  choices  and 
reduce  nursing  home  care.  Ultimately,  this  is  what  seniors  prefer. 

A  number  of  States  have  already  begun  to  do  this  with  dramatic 
results,  for  example,  the  State  of  Washington.  We  have  seen  that 
in  the  State  of  Washington,  they  have  increased  the  percentage  of 
Medicaid  funds  spent  on  home-  and  community-based  care  from  22 
percent  to  48  percent  over  7  years.  This  enabled  them  to  serve 
twice  as  many  seniors  at  home  as  in  nursing  homes  at  a  lower  net 
overall  cost. 
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BUILDING  PARTNERSHIPS 

Expanding  home-  and  community-based  care  options  represents 
just  one  of  the  areas  in  which  the  Administration  on  Aging  is  col- 
laborating with  other  agencies  to  better  meet  the  needs  of  seniors. 
These  partnerships,  which  will  help  providers  to  improve  program 
performance  and  serve  seniors  better,  include  the  following  very 
critical  initiatives: 

The  Aging  States  Project  in  which  we  are  working  with  the  Cen- 
ters for  Disease  Control  on  health  promotion  activities  targeting 
seniors; 

The  Nursing  Home  Quality  Indicator  Initiative  in  which  we  are 
working  with  CMS  to  train  long-term  care  ombudsmen  in  commu- 
nities to  help  consumers  make  informed  uses  of  nursing  home  qual- 
ity indicators  and  make  better  choices;  and 

An  agreement  that  we  have  just  recently  signed  with  the  Federal 
Transit  Administration  which  will  help  us  to  increase  coordination 
between  our  two  departments — not  only  on  the  planning  but  also 
the  funding  of  transportation  services,  a  critical  access  to  services 
for  many  of  our  seniors  across  communities  in  America. 

In  fiscal  year  2004,  the  Administration  on  Aging  will  build  on 
this  track  record  by  partnering  with  CDC  and  others  in  HHS  to 
support  the  Department's  $125  million  initiative  to  prevent  and  re- 
duce the  burden  of  chronic  diseases.  The  Administration  on  Aging 
will  work  with  our  partners  to  develop  critical  activities  focused  on 
the  needs  of  seniors  and  to  implement  them  at  the  community 
level. 

CORE  PROGRAMS 

Our  budget  request  maintains  support  for  our  core  programs.  It 
provides  $718  million  in  grants  to  States  for  nutrition  programs 
and  supports  the  transfer  of  the  Nutrition  Services  Incentive  Pro- 
gram from  the  Department  of  Agriculture  to  the  Administration  on 
Aging.  It  also  provides  $520  million  in  grants  for  States  for  sup- 
portive caregiver  and  preventive  health  services;  $26  million  for 
services  for  Native  Americans;  and  $32  million  to  protect  and  sup- 
port vulnerable  populations  and  provide  information  and  assistance 
to  the  aging  network,  seniors  and  their  families  and  caregivers. 

The  effectiveness  of  these  core  programs  is  demonstrated  in  our 
GPRA  performance  plan  and  report,  which  accompanies  our  budget 
submission.  Our  report  includes  final  performance  data  for  fiscal 
year  2001.  It  also  includes  preliminary  outcome  data  from  six  na- 
tional surveys  of  major  AoA  services,  and  we  are  very  happy  to  re- 
port on  those.  This  data  shows  the  effectiveness  of  our  programs. 

For  example,  I  am  pleased  to  say  that  since  I  submitted  my  writ- 
ten statement  for  the  record  to  you,  additional  data  has  come  in  on 
the  new  caregiver  program,  and  I  can  now  say  that  States  have  re- 
ported serving  over  325,000  caregivers  across  America,  completely 
beyond  our  expectations  and  our  goals. 

Eighty-eight  percent  of  caregivers  reported  that  services  enabled 
them  to  provide  care  longer  than  they  otherwise  could  have;  85  per- 
cent of  elders  and  family  members  seeking  information  and  assist- 
ance from  our  aging  network  partners  reported  getting  the  infor- 
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mation  they  needed  and  expected;  over  80  percent  of  and  transpor- 
tation recipients  rated  the  service  as  excellent  or  very  good. 

CHALLENGES  AND  GOALS 

I  am  very  proud  of  the  successes  that  the  Administration  on 
Aging  and  our  aging  network  partners  have  achieved,  but  there  is 
still  much  more  to  be  done.  We  must  continue  to  foster  better  ac- 
cess to  an  integrated  array  of  health  and  social  supports  in  the 
community.  We  must  continue  to  ensure  that  elders  are  encouraged 
to  live  active  and  healthy  lives,  and  it  is  never  too  late  to  start  ex- 
ercising. 

We  must  continue  to  help  families  to  care  for  their  loved  ones  at 
home  by  supporting  caregivers  across  America,  and  we  must  pro- 
tect our  most  vulnerable  seniors  from  abuse  and  exploitation,  and 
promote  effective  and  responsive  management  for  all  our  programs. 

I  am  committed  to  these  goals,  Mr.  Chairman,  and  members  of 
the  Committee,  and  I  look  forward  to  working  with  each  and  every 
one  of  you  to  advance  them  in  every  possible  way. 

This  concludes  my  testimony.  I  would  be  happy  to  respond  to  any 
questions  that  you  might  have. 

[The  information  follows:] 
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Good  morning,  Mr.  Chairman,  and  members  of  the  Subcommittee.  I  am  pleased 
to  be  here  today  to  discuss  the  President's  Fiscal  Year  (FY)  2004  budget  request  of 
$1 .344  billion  in  discretionary  budget  authority  for  the  Administration  on  Aging  (AoA). 

Longer  life  expectancies  and  a  growing  senior  population  have  increased  the 
challenge  of  meeting  the  needs  of  older  Americans.  Today,  almost  one-sixth  of  our 
nation's  population,  over  46  million  people,  are  age  60  and  older.  This  includes  4.4 
million  seniors  age  85  and  older,  a  number  that  is  projected  to  triple  by  the  year  2030. 

As  a  career-long  advocate  for  older  Americans,  I  have  seen  first  hand  the  dramatic 
way  in  which  AoA  programs  affect  the  lives  of  elderly  individuals.  For  example,  data  for 
FY  2001  shows  that  we  help  seniors  to  maintain  their  independence  by  providing  over 
40  million  rides  and  over  1 3  million  information  and  referral  contacts;  we  foster  health  by 
providing  250  million  meals  and  2.5  million  hours  of  nutrition  education  and  counseling 
each  year;  and  we  help  prevent  unwanted  institutionalization  through  10  million  hours  of 
homemaker  services  and  1.3  million  hours  of  chore  services. 

But  AoA  programs  do  not  just  provide  services.  They  serve  as  a  catalyst  for  the 
vast  array  of  programs  across  the  Federal  government  which  focus  on  meeting  the  needs 
of  seniors  and  their  families.  The  President's  budget  makes  a  substantial  investment  in 
these  programs,  and  our  FY  2004  request  will  enable  AoA  to  make  important 
contributions  to  initiatives  that  seek  to  expand  choices  and  improve  the  quality  of 
services.  In  FY  2004,  we  will  support  efforts  to  "rebalance"  the  system  of  long-term  care 
toward  providing  greater  options  for  seniors  to  receive  care  in  the  community,  build 
partnerships  with  other  agencies  which  improve  coordination  of  services  and  promote 
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healthy  and  active  aging,  and  maintain  support  for  core  home  and  community-based 
services  which  have  demonstrated  their  effectiveness  in  serving  older  Americans. 

SUPPORTING  "REBALANCING"  OF  THE  LONG-TERM  CARE  SYSTEM 

AoA  programs  and  the  aging  network's  infrastructure  provide  a  foundation  for  the 
Department's  efforts  to  "rebalance"  the  system  of  long-term  care  toward  relying  less  on 
institutional  care  and  more  on  care  in  the  community.  We  will  use  the  resources  of  our 
complete  network  of  State,  local,  and  community  service  providers  to  do  so.  In  addition 
to  our  Federal  agency  of  120  employees,  our  programs  are  administered  by  56  State  Units 
on  Aging  (SUA),  655  Area  Agencies  on  Aging,  and  243  Tribal  organizations.  They  work 
with  over  29,000  service  providers  and  an  estimated  500,000  volunteers  across  the 
country.  And  this  does  not  include  the  estimated  23  million  caregivers  who  help  elderly 
family  members,  neighbors  and  friends  every  day. 

The  aging  network  is  one  of  the  nation's  largest  providers  of  home  and 
community-based  services  and  has  a  long  history  of  partnering  with  other  Federal,  State, 
and  local  agencies  to  deliver  long-term  care  services  to  seniors  where  they  live.  Thirty- 
one  SUAs  are  responsible  for  managing  one  or  more  Medicaid  waivers,  and  many  States 
have  designated  their  office  on  aging  with  lead  responsibility  for  their  home  and 
community-based  long-term  care  system. 

AoA  is  actively  working  with  other  agencies  to  integrate  service  systems  and 
develop  information  on  options  for  expanding  community-based  care.  We  have  worked 
with  the  Centers  for  Medicare  and  Medicaid  Services  (CMS)  to  make  sure  that  older 
adults  with  disabilities  were  eligible  for  services  under  the  Real  Choice  Systems  Change 
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Grants  initiative,  which  helps  States  to  redirect  and  integrate  their  systems  of  care  to 
respond  to  older  people's  preference  for  care  in  the  community.  We  also  worked  to 
ensure  that  the  SUAs  were  eligible  to  be  designated  as  the  lead  agencies  for  their  States' 
Systems  Change  grants  and  could  participate  in  their  development  and  implementation. 

In  addition,  we  are  working  with  the  Office  of  the  Assistant  Secretary  for 
Planning  and  Evaluation  and  others  to  identify  State  trends  in  long-term  care;  develop 
case  studies  on  flexible  sendee  models  that  have  been  used  to  create  more  community 
options  for  older  people;  and  evaluate  projects  that  promote  "Aging  In  Place"  by 
providing  services  to  seniors  where  they  live.  This  information  will  provide  a  valuable 
resource  for  Federal  and  State  efforts  to  rebalance  the  long-term  care  system,  including 
the  Department's  five  year,  $1.75  billion  "Money  Follows  the  Individual"  Rebalancing 
Demonstration,  under  which  the  Federal  government  will  invest  resources  to  provide 
incentives  to  States  to  transfer  individuals  from  institutional  to  community  care. 

Our  FY  2004  budget  will  help  the  aging  network  build  the  capacity  to  support  this 
transformation  through  the  establishment  of  Aging  "One- Stop  Shop"  Centers.  We  will 
use  part  of  our  S28  million  request  for  Program  Innovations,  which  promotes  new  and 
innovative  approaches  to  meeting  the  needs  of  seniors,  for  this  effort.  By  serving  as  a 
visible  and  trusted  resource  for  information  on  long-term  care,  these  Centers  will  help  to 
eliminate  the  confusion  and  frustration  that  families  now  face  when  confronted  with  a 
range  of  overlapping  programs  and  multiple  service  providers.  The  Centers  will  also 
provide  information  on  best-practices  and  model  programs  which  States  can  use  to  reduce 
nursing  home  care  and  increase  community-based  care  choices,  which  is  what  seniors 
prefer.  A  number  of  States,  including  Colorado,  Oregon,  Texas,  Vermont,  Washington. 
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and  Wisconsin,  have  already  begun  to  implement  these  changes  and  have  seen  dramatic 
results.  For  example,  the  State  of  Washington  increased  the  percentage  of  its  Medicaid 
long-term  care  funds  spent  on  home  and  community-based  care  from  22  percent  to  48 
percent  over  seven  years,  enabling  it  to  serve  twice  as  many  seniors  at  home  as  in  nursing 
homes,  at  a  lower  net  overall  cost. 

BUILDING  PARTNERSHIPS  TO  SERVE  PEOPLE  BETTER 

.  Our  efforts  to  expand  options  for  home  and  community-based  care  represent  just 
one  of  the  areas  in  which  AoA  is  collaborating  with  other  agencies  and  levels  of 
government  to  better  meet  the  needs  of  seniors.  These  partnerships  will  help  providers 
pool  resources  and  coordinate  services  so  that  they  can  improve  program  performance 
and  serve  seniors  better.  For  example: 

•  AoA  is  working  with  the  Centers  for  Disease  Control  and  Prevention  (CDC) 
on  the  Aging  States  Project,  by  pooling  resources  to  support  health  promotion 
projects  targeting  seniors  which  promote  physical  activity,  walking  programs, 
improved  diet,  and  healthy  lifestyle  choices. 

•  We  are  collaborating  with  CMS  to  capitalize  on  the  vast  experience  of  the 
nation's  over  13,000  volunteer  ombudsmen  by  involving  them  in  the  Nursing 
Home  Quality  Indicator  Initiative  (QI).  Ombudsmen  were  trained  to  provide 
information  and  assistance  on  how  quality  indicators  can  help  consumers 
make  informed  nursing  home  placement  and  care  decisions. 

•  AoA  is  partnering  with  the  Federal  Transit  Administration  (FT A)  to  increase 
coordination  of  planning  and  funding  for  transportation  services.  Data  shows 


4 


1876 

that  one-third  of  elders  receiving  transportation  services  rely  on  it  for  virtually 
all  of  their  transportation  needs.  This  equates  to  roughly  one  million  elders 
who  in  all  likelihood  would  become  homebound  were  it  not  for  this  service. 
AoA  and  FT  A  will  work  to  disseminate  information  on  promising  practices 
and  conduct  regional  technical  assistance  sessions  to  promote  models  and  new 
approaches  for  coordinating  transportation  resources. 
In  FY  2004,  AoA  will  build  on  this  track  record  of  successful  collaborations  by 
partnering  with  CDC  and  other  HHS  agencies  to  support  the  Department's  SI 25  million 
Steps  to  a  Healthier  U.S.  Initiative,  the  goal  of  which  is  to  help  Americans  live  longer, 
better,  and  healthier  lives.  At  the  heart  of  this  program  lie  both  personal  responsibility 
for  the  lifestyle  choices  Americans  make  and  social  responsibility  to  ensure  that  policy 
makers  support  programs  that  foster  healthy  behaviors  and  prevent  disease.  This 
initiative  will  focus  on  diabetes,  obesity,  asthma,  heart  disease  and  stroke,  cancer  and  the 
lifestyle  choices  including  poor  nutrition,  physical  inactivity,  tobacco  use,  and  youth  risk- 
taking.  Many  of  these  diseases  have  a  significant  impact  on  older  Americans:  between 
1 5  and  23  percent  of  adults  over  60  are  obese;  diabetes  is  the  sixth  leading  cause  of  death 
for  persons  age  65  years  or  older;  and  2  million  people  age  65  and  older  have  asthma. 
AoA  will  work  with  our  partners  in  this  initiative  to  develop  activities  focused  on  the 
unique  needs  of  seniors. 

MAINTAINING  SUPPORT  FOR  EFFECTIVE  CORE  PROGRAMS 

The  FY  2004  request  provides  funding  for  most  of  our  core  programs  at  levels 
which  are  about  equal  to  both  FY  2002  and  FY  2003,  including  over  $718  million  for 
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nutrition  programs  which  provide  meals  to  seniors  at  home  and  in  congregate  settings. 
These  programs  provided  over  250  million  meals  to  seniors  in  FY  2001,  and  preliminary 
outcome  survey  data  shows  that  over  75  percent  of  elderly  meal  recipients  are  at  "high 
nutritional  risk".  This  request  includes  funding  for  the  Nutrition  Services  Incentive 
Program  (NSIP)  which  was  transferred  from  the  Department  of  Agriculture  to  AoA  in  the 
FY  2003  appropriations  legislation.  In  FY  2004,  NSIP  funding  will  continue  to  be 
available  exclusively  for  meals,  States  will  retain  the  option  to  receive  commodities  in 
lieu  of  cash,  and  funds  will  continue  to  be  distributed  based  on  the  number  of  meals 
served  in  the  prior  year. 

For  other  core  programs,  our  budget  includes  $520  million  for  grants  to  States  for 
home  and  community-based  supportive  services,  including  services  to  family  caregivers 
and  preventive  health  services.  It  allocates  over  $26  million  to  grants  for  nutrition  and 
supportive  services  for  Native  Americans.  And  it  provides  almost  $32  million  for 
activities  which  protect  and  support  vulnerable  populations  -  including  persons  with 
Alzheimer's  disease  -  and  provide  information  and  assistance  to  the  aging  network, 
seniors,  and  their  families. 

The  effectiveness  of  our  core  programs  is  demonstrated  in  our  Government 
Performance  and  Results  Act  performance  report  for  FY  2002  and  plan  for  FY  2003  and 
FY  2004,  which  accompanies  our  budget  submission.  We  agree  with  the  importance  the 
Congress  and  the  Administration  have  placed  on  performance  measures  and  have 
invested  in  national  data  collection  to  provide  you  with  that  valuable  information. 

I  am  pleased  to  say  that  our  report  includes  final  performance  data  for  FY  2001, 
including  data  for  the  family  caregiver  program.  Our  report  also  includes  preliminary 
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outcome  data  from  six  national  surveys  of  major  AoA  services.  This  data  shows  that  AoA 
programs  continue  to  be  effective  in  meeting  the  needs  of  seniors  and  producing  the 
results  sought  by  the  Older  Americans  Act.  For  example: 

•  States  have  reported  serving  over  275,000  caregivers,  exceeding  our  proposed 
target  of  250,000.  Eighty-eight  percent  of  caregivers  reported  that  services 
enabled  them  to  provide  care  longer  than  they  otherwise  could  have. 

•  85  percent  of  elders  and  family  members  seeking  information  from  the 
network  reported  getting  the  information  they  needed  and  expected. 

•  Over  80  percent  of  transportation  recipients  rated  the  service  as  excellent  or 
very  good,  and  76  percent  said  they  would  recommend  it  to  their  friends. 

FOCUS  ON  THE  CHALLENGE  OF  AN  AGING  POPULATION 

Finally,  we  are  requesting  $2.8  million  in  three-year  funding  to  cover  start-up 
costs  for  a  White  House  Conference  on  Aging.  Historically,  these  conferences  have 
served  as  catalysts  for  the  development  of  aging  policy  and  led  to  improvements  in  the 
programs  which  assist  seniors  and  their  families.  In  fact,  the  development  of  many  of  the 
programs  which  have  fostered  a  better  quality  of  life  for  older  Americans  were  prompted 
by  the  recommendations  of  prior  White  House  Conferences  on  Aging.  This  conference 
would  be  the  first  of  the  21st  century  and  the  fifth  overall. 

I  am  proud  of  the  successes  that  AoA  and  the  aging  network  have  achieved,  but 
there  is  still  more  to  be  done.  We  must  continue  to  foster  better  access  to  an  integrated 
array  of  health  and  social  supports,  ensure  that  elders  are  encouraged  to  live  active  and 
healthy  lives,  help  families  to  care  for  their  loved  ones  at  home,  protect  our  most 
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vulnerable  seniors  from  abuse  and  exploitation,  and  promote  effective  and  responsive 
management  for  all  our  programs.  I  am  committed  to  these  goals  and  I  look  forward  to 
working  with  the  members  of  this  Committee  to  advance  them  in  every  possible  way. 

Thank  you  for  inviting  me  here  to  address  you  this  morning.  I  am  happy  to  answer 
any  questions  you  may  have. 
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JOSEFINA  G.  CARBONELL 

ASSISTANT  SECRETARY  FOR  AGING 
DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
ADMINISTRATION  ON  AGING 

Josefina  G.  Carbonell  was  appointed  by  the  President  and  sworn  in  as  Assistant  Secretary 
for  Aging  at  the  U.S.  Department  of  Health  and  Human  Services  (HHS)  on  August  8,  2001. 

As  the  Assistant  Secretary  for  Aging,  Ms.  Carbonell  is  a  strong  advocate  for  older 
Americans  and  their  concerns.  She  is  dedicated  to  preparing  America  to  meet  the 
challenges  and  to  maximize  the  opportunities  presented  by  the  longevity  of  its  people. 
Her  priorities  include  ensuring  that  Administration  on  Aging  and  the  Aging  Services 
Network  continue  to  play  a  leadership  role  in  shaping  our  evolving  health  and  long  term 
care  system  on  behalf  of  older  people;  helping  older  people  to  stay  active  and  healthy; 
supporting  families  in  their  efforts  to  care  for  their  loved  ones  at  home  and  in  the 
community;  and  ensuring  the  rights  of  older  people. 

Prior  to  joining  HHS,  Ms.  Carbonell  was  President  and  CEO  of  the  largest  Hispanic 
geriatric  health  and  human  service  organization  in  the  nation  -  Little  Havana  Activities  & 
Nutrition  Centers  (LHANC)  in  Dade  County,  Florida.  Through  her  leadership,  coupled 
with  sound  management  skills,  she  helped  establish  this  successful  network  of  21  sites, 
serving  more  than  55,000  registered  clients. 

Ms.  Carbonell  is  nationally  recognized  as  a  person  of  compassion  and  action  and  is  the 
recipient  of  numerous  awards,  including  one  of  the  Hispanic  Business  100  Most 
Influential  Hispanics  in  2002.  She  has  also  been  the  recipient  of  the  2001  Claude  Pepper 
Community  Service  Award,  the  1997  Social  Security  Administration  Commissioner's 
Team  Award,  the  1 997  United  Way  Monsignor  Bryan  Walsh  Outstanding  Human 
Service  Award,  the  1995  National  Alliance  for  Hispanic  Health  Community  Service 
Award,  the  Miami  Herald  Charles  Whited  Spirit  of  Excellence  Award  in  1993,  and  the 
1992  Miami  Citizen  of  the  Year  Award.  She  has  served  on  numerous  boards,  including 
Excellence  in  Long  Term  Care,  Aging  with  Dignity,  the  National  Coalition  of  Hispanic 
Health  and  Human  Services  Organization  and  the  National  Committee  to  Preserve  Social 
Security  and  Medicare. 

Ms.  Carbonell  attended  Florida  International  University  and  was  the  recipient  of  a 
fellowship  in  health  management  at  the  John  F.  Kennedy  School  of  Government  at 
Harvard  University,  and  is  an  alumnus  of  the  Program  for  Senior  Executives  in  State  and 
Local  Government. 

Born  in  Cuba,  Josefina  Carbonell  is  a  devoted  daughter  to  her  parents  and  proud  mother 
to  her  son,  Alfredo,  a  physician  practicing  in  North  Carolina. 
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INTERNATIONAL  AGING 

Mr.  REGULA.  Well,  thank  you. 

I  would  be  curious,  do  other  countries  around  the  world  provide 
these  kinds  of  services  to  their  aging  population? 

Ms.  Carbonell.  Having  led  the  U.S.  delegation  to  the  World  As- 
sembly on  Aging  this  past  year  in  Madrid — April  this  past  year — 
we  were  able  to  not  only  further  an  international  agenda  on  posi- 
tive aging,  safety  and  community  supports  for  aging,  but  we  were 
able  to  share  with  our  international  colleagues  in  the  area  of  aging 
on  how  the  United  States  has  taken  extensive  efforts  to  provide 
community  supports  in  community  settings. 

So  one  of  the  greatest  assets  that  we  have — the  Administration 
on  Aging  and  Older  Americans  Act  programs — funding  for  these 
programs  has  created  the  whole  basis  of  the  home-  and  community- 
based  care  network  that,  in  some  instances,  has  not  been  really  ex- 
tensively developed  in  other  parts  of  the  world. 

Mr.  Regula.  So  this  country  probably  leads  the  way  in  what  it 
does  for  the  aging? 

Ms.  Carbonell.  We  are  leading  the  way  in  our  investments.  And 
particularly  in  the  fiscal  year  2004  budget,  the  President  has  laid 
out  some  historical  investments  in  aging  programs.  In  our  area, 
which  is  improvement  in  giving  people  the  choice  to  remain  at 
home,  which  is  ultimately  what  they  wish  to  do,  we  are  working 
to  rebalance  from  institutional  care  to  home-based  care. 

We  are  investing  in  the  New  Freedom  Initiative  where  we  are 
trying  to  tear  down  barriers  to  independent  living  that  keep  both 
younger  disabled  individuals  and  older  disabled  individuals  from 
remaining  independent.  And  we  are  making  tremendous  advances 
in  health  sciences  research,  thanks  to  the  resources  that  have  been 
identified  and  placed  at  NIH.  At  the  National  Institute  on  Aging. 
We  know  that  with  exercise,  with  proper  nutrition,  with  interven- 
tion activities  to  keep  people  healthy  and  to  do  better  at  preven- 
tion, we  can  not  only  extend  life  but  improve  the  quality  of  life  by 
reducing  chronic  diseases  and  disability. 

AGING  RESEARCH 

Mr.  Regula.  Do  you  communicate  with  NIH,  and  do  they  do  re- 
search on  programs  that  are  important  to  seniors?  Of  course,  that 
would  include,  in  addition  to  medical  care,  nutrition,  et  cetera. 

Ms.  Carbonell.  Absolutely.  All  of  the  research  that  is  done  at 
the  National  Institutes  of  Health,  including  the  National  Institute 
on  Aging  and  others — we  put  the  results  of  the  best  research  and 
its  outcomes  into  play  in  our  programs.  That  means  that  all  of  the 
best  scientific  research  is  put  into  action  in  the  community-based 
programs  that  we  administer  across  this  country.  And  we  are  very 
proud  of  the  working  relationship  that  we  have  with  the  National 
Institutes  of  Health  and  most  importantly,  across  the  entire  de- 
partment. Having  come  from  the  community  and  having  struggled 
at  the  community  level  to  try  to  manage  different  funding  sources 
to  ultimately  serve  consumers  better,  it  has  been  so  rewarding  to 
work  for  someone  like  Secretary  Thompson,  who  is  committed  to 
making  sure  that  we  work  in  a  collaborative  and  coordinated  fash- 
ion, which  ultimately  will  facilitate  those  services  at  the  local  level. 
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PUBLIC  OUTREACH 

Mr.  Regula.  How  does  the  aging  public  find  out  about  your  serv- 
ices? 

Ms.  Carbonell.  We  have  an  extensive  array  of  outreach  serv- 
ices. There  are  both  outreach  services  and  information  and  referral 
services,  but  we  have  made  some  substantial  investments  in  this 
past  year  and  in  this  budget  to  improve  our  web  technology  at  the 
Administration  on  Aging  web  site.  We  have  also  developed  our 
!  communication  abilities  by  restructuring  our  agency.  One  of  the 
!  major  services  within  the  Older  Americans  Act  is  giving  people  in- 
formation and  access  to  resources  and  community  programs.  So  we 
have  taken  a  real  step  in  improving  our  ability  at  the  Federal  level, 
our  ability  to  collaborate  with  other  entities  and  with  other  agen- 
cies in  the  Department  to  make  sure  that  that  information — the 
best  information  that  we  have — is  then  transferred  to  the  field  at 
the  State  and  local  level. 

We  have  the  Eldercare  Locator  number,  which  is  a  1-800  number 
that  is  available  nationally.  And  we  partner  with  all  of  our  local 
providers.  Anyone  at  any  point  in  time  can  call  the  Eldercare  Loca- 
tor and  can  access  services  for  themselves  or  for  their  loved  ones 
in  a  specific  ZIP  code  area  or  city  or  community  across  this  coun- 
try. 

We  have  invested  in  public  service  announcements  and  video  ini- 
tiatives that  have  been  launched  on  a  national  basis  with  tie-ins 
to  communities,  and  of  course  we  have  got  a  strong  local  commu- 
nity aging  network  that  has  both  the  information  referral  lines  and 
the  elder  help  lines  set  up  both  at  the  State  level  and  at  the  local 
level  to  be  able  to  respond. 

The  Family  Caregivers  Program  also  gave  us  the  ability  to  ex- 
tend our  information  network  to  include  a  different  clientele,  the 
caregiver  who  is  caring  for  a  loved  one,  and  we  are  able  to  not  only 
give  them  information  but  to  really  chart  a  route  to  assistance  and 
I   access  to  services. 

Mr.  Regula.  So  you  have  the  programs  that  a  caregiver  could 
use  to  or  learn  ways  to  be  better  able  to  serve  the  aging? 

Ms.  Carbonell.  Absolutely.  As  a  matter  of  fact,  we  have  reached 
325,000  caregivers.  Not  only  is  the  Caregive  Program  a  new  pro- 
gram to  develop  and  create  the  infrastructure  in  States  and  local 
communities  to  serve  caregivers  and  their  families,  but  the  pro- 
gram also  is  able  to  give  increased  information  capacity.  And  we 
are  very  pleased  to  report  the  numbers  that  have  come  in  our  data. 
I  We  have  provided  thousands  of  people  with  information  assistance, 
and  we  continue  to  develop  and  work  upon  that  capacity. 

COMMUNITY-BASED  CARE 

Mr.  Regula.  I  assume  your  services  are  substantial  in  allowing 
people  to  stay  in  their  own  homes  versus  institutionalization? 

Ms.  Carbonell.  Yes.  As  I  said  at  the  beginning,  I  think  having 
served  at  the  community  level  and  now  being  at  the  head  of  the 
Administration  on  Aging  has  allowed  me  to  see  how  the  aging  net- 
work has  developed  the  capacity  at  the  local  level  to  be  the  alter- 
native to  institutionalization.  Our  data  and  the  outcome  measures 
and  the  surveys  that  we  just  conducted  are  really  giving  us  the  in- 
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formation,  the  outcomes  that  we  knew  that  we  were  getting,  but 
we  didn't  have  the  data  before  to  prove  it. 

SENIOR  CENTERS 

Mr.  Regula.  Do  you  do  any  funding  of  senior  centers? 

Ms.  Carbonell.  Yes.  We  have  over  29,000  community  providers 
at  the  local  level.  Many  of  them  are  what  we  call  senior  centers 
that  serve  as  focal  points  for  the  community.  These  Senior  Centers 
help  to  divert  people  from  institutional  care,  and  provide  commu- 
nity care  in  adult  day  care  settings,  do  prevention,  exercise  and  ac- 
tivities within  the  community. 

INSTITUTIONAL  CARE 

Mr.  Regula.  Do  you  do  any  interface  with  the  industry  that  pro- 
vides the  rest  homes,  for  lack  of  a  better  term?  Do  you  interface 
with  them  in  some  of  the  services  that  you  can  provide  for  those 
that  are  in  an  institution? 

Ms.  Carbonell.  Yes.  One  of  the  greatest  success  stories  that  we 
have  is  not  only  the  ombudsmen  program — this  serves  seniors  that 
are  in  institutional  care,  both  in  nursing  homes  and  assisted  living 
facilities. 

Mr.  Regula.  I  am  familiar  with  that. 

Ms.  Carbonell.  And  they  are  terrific.  I  mean,  we  have  over 
8,000  certified  ombudsmen  working  in  the  communities,  and  we 
are  very  pleased  with  the  work  that  we  just  recently  did  in  our  col- 
laboration effort  with  the  Centers  for  Medicare  and  Medicaid  Serv- 
ices, as  they  improve  the  quality  outcome  indicators  (QI0)  that  they 
develop  both  for  nursing  homes  and  then,  most  recently,  for  home 
health  care. 

And  in  our  Ombudsman  Program,  we  work  together  with  CMS 
to  train  the  ombudsmen,  all  of  them,  not  only  in  the  six  pilot  States 
where  this  was  launched,  but  to  take  this  program  on  a  national 
basis.  This  ensures  that  the  Ombudsman  Program  and  the  services 
and  the  volunteers  that  are  working  in  this  program  work  in  con- 
junction with  the  CMS  QIO  initiatives  in  each  community,  and 
most  importantly,  continue  to  support  and  inform  families  in  mak- 
ing better,  informed  choices  on  the  ratings  of  the  nursing  home  and 
assisted  living  facilities. 

AGING  "ONE-STOP  SHOP"  CENTERS 

Mr.  Regula.  Ms.  Roybal-Allard. 

Ms.  Roybal-Allard.  Thank  you,  Mr.  Chairman. 

Ms.  Carbonell,  one  of  the  things  that  I  am  interested  in  is  the 
"One-Stop  Shop"  Centers  that  you  have  talked  about,  because  I 
know  from  my  own  personal  experience  how  frustrating  it  is  for 
families  to  deal  with  the  range  of  overlapping  programs  and  mul- 
tiple service  providers. 

Can  you  tell  us  more  about  the  models  that  you  are  using  for  this 
program,  what  you  hope  to  accomplish  and  whether  or  not — are 
these  demonstration  models,  or  are  these — is  this  a  program  that 
you  are  trying  to  establish  system-wide  throughout  the  Nation? 

Ms.  Carbonell.  The  Older  Americans  Act  and  the  programs  that 
we  administer  at  the  local  level  have  been  really  the  foundation  for 
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home-  and  community-based  care.  As  the  Department  and  the 
President  move  forward  in  being  able  to  give  seniors  and  older 
Americans  better  choices  to  remain  at  home,  our  commitment  is  to 
work  together  with  the  Centers  for  Medicare  and  Medicaid  Services 
in  the  rebalancing  of  the  long-term  care  system. 

What  that  means  is  that  our  role  is,  number  one,  to  support  it, 
and  to  serve  as  the  foundation;  and  we  will  invest  Program  Innova- 
tion grant  dollars  to  be  able  to  test  models  that  either  exist  in  the 
community  or  are  in  the  process  of  being  developed  in  communities. 

A  percentage  of  our  community  providers  are  already  integrated 
and  are  managing  Older  Americans  Act  programs  and  also  serving 
as  the  lead  agency  for  some  of  the  Medicaid  waivers  at  the  State 
level.  We  want  to  fund  and  to  be  able  to  improve  upon  the  capacity 
of  our  local  aging  network  to  move  a  step  further.  The  "one- stop" 
concept  means  seniors  or  their  family  caregivers  can  reach  no 
wrong  door  when  trying  to  get  services. 

Having  struggled  with  caregivering  myself  at  the  community 
level,  many  of  us  in  our  respective  communities  know  how  people 
have  to  go  to  two  and  three  places  to  finally  get  some  kind  of  sub- 
stantial information  that  would  assist  them  or  give  them  access  to 
those  kinds  of  resources.  We  want  to  be  able  to  work  together  and 
to  have  our  aging  network  make  sure  that  they  partner  with  Med- 
icaid Offices.  That  means  investing  dollars  to  improve  our  aging 
network's  capacity  to  work  together  with  the  Medicaid  programs, 
to  be  able  to  be  seamless  to  the  public  at  large  and  to  better  serve 
individuals. 

So  we  envision  the  ability  to  put  out  competitive  grants  to  States 
to  give  them  the  opportunity — since  Medicaid  programs  are  State- 
funded  programs,  and  our  Older  Americans  Act  programs  are  also 
State-funded  programs — to  develop  the  capacity  to  begin  to  shift 
some  of  the  institutional  care  clients  back  into  the  community.  We 
want  to  foster  that,  and  we  want  to  offer  the  opportunity  to  work 
together  with  CMS  to  be  able  to  do  that. 

Ms.  Royb AL- Allard .  Now,  when  would  these  grants  be  made 
available? 

Ms.  Carbonell.  The  first  set  of  grants  will  roll  out  in  fiscal  year 
2003,  and  we  have  proposed  in  fiscal  year  2004  to  continue  to  do 
that.  Grants  will  roll  out  in  a  couple  of  months,  and  we  are  looking 
at  maybe  10  to  14  States  who  are  willing  to  apply  for  these  kinds 
of  competitive  grants.  And  the  grants  will  be  going  out  together 
with  grants  from  CMS. 

That  means  that  CMS  has  a  set  of  key  programs  that  they  are 
investing  in  both  rebalancing  and  Real  Choice  Grants,  which  have 
the  ability  to  assist  States  to  improve  their  capacity  to  shift  their 
systems  from  institutional  care  to  home-  and  community-based 
care.  And  what  these  monies  will  do  jointly  at  the  Federal  level  is 
give  an  opportunity  for  States  to  do  the  same  thing,  to  be  able  to 
not  only  join  the  programs,  but  also  join  the  resources  to  ultimately 
serve  seniors  more  effectively. 

Ms.  Roybal- Allard.  Okay.  And  what  is  the  level  of  funding  of 
these  grants? 

Ms.  Carbonell.  The  current  level  of  funding  that  will  go  out  in 
the  initial  grant  is  up  to  $10  million. 
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PROGRAM  MODELS 

Ms.  Roybal-Allard.  Also  I  understand  that  you  are  going  to  be 
in  southern  California  sometime  this  month  or  next  month. 
Ms.  Carbonell.  At  the  end  of  the  month. 

Ms.  Roybal-Allard.  I  don't  know  whether  or  not  you  are  famil- 
iar with  the  Scan  Health  Plan  that  is  being  demonstrated  in  Cali- 
fornia— or  in  southern  California.  It  is  very  similar  to  many  of  the 
services  that  you  are  offering.  The  goal,  of  course,  is  to  keep  seniors 
at  home  while  they  can  receive  all  the  various  types  of  services 
that  they  need. 

Have  you  looked  at  the  social  HMOs  as  a  prototype  for  care  that 
would  be  delivered  to  the  elderly,  and  have  you  participated  in  any 
of  the  evaluations  of  these  comprehensive  services?  Because  I  know 
there  are  differences  of  opinion  as  to  whether  or  not  they  accom- 
plish their  goal. 

Ms.  Carbonell.  Our  proposal  and  the  proposal  that  we  are 
working  on  in  fiscal  year  2003,  and  then  through  this  request  in 
fiscal  year  2004,  is  to  really  invest  in  our  aging  network  partners; 
that  means  our  States,  our  area  agencies  on  aging,  our  local  com- 
munity providers.  And  we  do  not  want  to  define  what  the  system 
is  or  who  that  should  be.  We  want  to  leave  it  open  to  the  States, 
and  the  Governors  to  decide  in  that  specific  State,  which  is  the  best 
system,  which  would  be  the  best  lead  agency  to  be  identified. 

I  can  tell  you  that  we  went  across  the  country,  and  one  of  the 
sites  that  we  visited  is  the  San  Diego  pilot  site  that  is  being  devel- 
oped right  now  in  conjunction  not  only  with  State  dollars,  but  some 
of  the  Real  Choice  grant  dollars  that  came  in  from  the  Federal 
Government.  And  we  went  to  Wisconsin,  which  Secretary  Thomp- 
son looked  at.  We  went  to  Arkansas.  We  have  gone  across  the  coun- 
try to  look  at  different  models.  We  were  in  Ohio  looking  at  the  pro- 
gram for  long-term  care  and  the  improvement  in  the  home-  and 
community-based  care.  So  we  went  to  different  parts  of  the  country 
and  looked  at  all  models. 

We  don't  want  to  define  a  specific  model.  We  want  to  define  just 
a  core  set  of  values,  which  means  giving  consumers  more  choices 
and  opportunities  to  have  a  say  in  their  care.  We  want  to  give  the 
opportunity,  ultimately,  for  people  to  remain  at  home,  and  we  are 
investing — that  includes  CMS  in  their  waivers,  their  choice  grants 
and  their  rebalancing.  They  are  investing  dollars  to  reimburse 
States  at  a  higher  level  or  100  percent  in  the  $1.75  billion  request 
for  rebalancing.  It  is  to  give  States  incentives  and  to  reimburse 
States  100  percent  by  rebalancing  their  long-term  care  systems 
from  institutional  care  to  home-  and  community-based  care. 

So  it  is  really  a  historic  moment  in  which  our  partners  in  the 
aging  network,  which  serve  as  a  base  for  community-based  care, 
partner  with  CMS,  which  provides  the  funding  for — in  this  instance 
Medicaid — to  be  able  to  make  a  more  constructive  and  more  effi- 
cient system  where  people  can  access — have  better  choices  of  com- 
munity-based care  and,  most  importantly,  have  a  role  in  the  con- 
sumer-directed care  arena. 

So  we  are  not  looking  at  any  model  in  particular.  We  want  the 
States  and  the  local  communities  to  identify  what  that  model  is. 
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PROGRAM  EVALUATION 

Ms.  Roybal-Allard.  Can  I  just  ask  one  more  question,  Mr. 
Chairman? 

So  as  you  are  going  around  and  looking  at  those  different  dem- 
onstration projects,  you  do  not  see  a  role  in  critiquing  these 
projects  at  all,  so  that  perhaps  they  can  work  better  and  meet  the 
criteria  of  CMS?  Are  you  leaving  the  critique  entirely  up  to  the 
State,  or  are  you  giving  input  as  to  what  you  see? 

Ms.  Carbonell.  There  is  a  set  of  core  values  that  will  go  along 
with  this  set  of  competitive  grants,  and  first  of  all,  it  is  the  commit- 
ment from  the  State  to  not  just  do  this  because  they  have  funding 
for  it  at  the  Federal  level,  but  to  do  it  because  there  is  a  commit- 
ment from  the  State  to  begin  to  shift  some  of  the  long-term  care. 

We  know  and  data  has  shown  us  that  in  those  instances  where 
the  States  invest  more  dollars  in  home-  and  community-based  care, 
not  only  are  States  serving  more  people,  have  the  capacity  to  serve 
more  people,  but  they  are  serving  at  a  net  cost  that  is  much  lower 
than  institutional  care.  And  ultimately,  they  are  giving  people 
what  they  want,  which  is  to  remain  at  home.  So  we  need  to  con- 
tinue to  build  the  infrastructure  and  capacity  at  the  local  level,  to 
be  able  to  shift  people  into  home-  and  community-based  care. 

So  we  are  looking  to  States.  We  have  models,  and  a  part  of  the 
money  will  be  used  also  for  research  in  conjunction  with  the  Sec- 
retary's planning  and  evaluation  unit,  to  address  not  only  research 
but  the  best  data  available  out  of  the  outcomes. 

Ms.  Roybal-Allard.  So  there  is  a  set  of  criteria  that  . 

Ms.  Carbonell.  Yes. 

Ms.  Roybal-Allard.  Okay.  Thank  you.  Thank  you. 

Mr.  Regula.  Thank  you  very  much  for  appearing  today.  I  think 
this  is  extremely  important  to  the  aging  population,  and  it  is  going 
to  grow.  And  anything  you  can  do  that  helps  them  to  stay  in  their 
own  home,  I  think  is  a  great  contribution  to  their  quality  of  life. 
So  we  wish  you  well  in  your  service  to  them.  I  know  we  have  an 
active  group  out  in  my  area. 

Ms.  Carbonell.  Thank  you.  Thank  you,  Mr.  Chairman. 

Mr.  Regula.  The  committee  is  adjourned. 

[The  following  questions  were  submitted  to  be  answered  for  the 
record:! 
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DEMAND  FOR  SERVICES 

Mr.  Regular  With  the  life  expectancy  of  Americans  increasing  each  year,  do  you 
anticipate  greater  demand  for  the  kinds  of  services  being  offered  through  the  grants 
funded  by  AoA  in  the  coming  years? 

Ms.  Carbonell:  The  "baby  boom"  generation  will  begin  to  become  eligible  for 
the  sendees  that  AoA  provides  beginning  in  the  latter  part  of  this  decade.  The  aging  of 
the  baby  boom  and  increasing  life  expectancy  is  very  likely  in  the  future  to  increase  the 
demand  for  AoA  sendees.  In  the  short  run.  however,  just  as  life  expectancy  is 
increasing,  so  also  is  the  health  and  strength  of  elderly  individuals.  Through  our  focus 
on  preventive  health  activities,  we  hope  to  expand  on  this  trend  and  thereby  help  to 
reduce  the  need  for  our  more  intensive  inten'entions.  At  the  same  time,  we  recognize 
that  significant  growth  will  continue  to  occur  in  the  very  old  segment  of  the  elderly 
population,  among  those  age  85  and  older.  To  meet  the  preference  of  this  group  to 
remain  independent  and  in  their  own  homes  and  communities  for  as  long  as  possible,  the 
Department  is  working  to  rebalance  the  long-term  care  system.  This  rebalancing 
initiative  will  enable  more  older  Americans  to  stay  at  home  longer  rather  than  having  to 
move  to  an  assisted  care  facility  or  a  similar  setting.  In  future  years,  this  rebalancing 
could  have  an  impact  on  the  demand  for  the  kinds  of  sendees  being  offered  through  the 
grants  that  AoA  funds. 

Mr.  Regula:  What  percentage  of  the  population  over  60  do  you  currently  serve? 

Ms.  Carbonell:  AoA  provides  sendees  to  approximately  seven  million  seniors 
age  60  and  over,  including  three  million  registered  clients  who  receive  intensive 
in-home  sendees.  This  represents  approximately  15  percent  of  the  population  age  60  and 
over. 

Mr.  Regula:  Do  you  hope  to  expand  your  programs  so  that  more  seniors  may  be 
able  to  stay  at  home  longer  rather  than  moving  to  an  assisted  care  facility  or  a  similar 
setting? 

Ms.  Carbonell:  One  of  the  major  themes  in  our  FY  2004  budget  request  is  to 
support  the  Department's  efforts  to  "rebalance"  the  long-term  care  system  toward 
community-based  sendees  rather  than  institutional  settings.  This  effort  is  consistent 
with  the  strategic  priorities  I  have  set  out  for  AoA,  which  include  making  it  easier  for 
seniors  to  access  an  integrated  array  of  health  and  long-term  care  sendees  and  to  help 
more  families  to  care  for  their  loved  ones  at  home  and  in  the  community.  Data  show 
this  is  what  seniors  prefer.  For  example,  in  a  2000  AARP  survey,  82%  of  respondents 
said  that  if  they  need  help  caring  for  themselves  they  would  prefer  not  to  move  from 
their  current  homes. 
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AoA  is  involved  in  a  variety  of  activities  which  will  support  this  "rebalancing" 
effort.  We  are  working  with  the  Center  for  Medicare  and  Medicaid  Services  (CMS)  to 
involve  State  Units  on  Aging  in  planning  and  implementing  the  Real  Choice  Systems 
Change  grants,  and  to  ensure  that  disabled  older  adults  are  eligible  for  services.  We  are 
also  working  with  the  Assistant  Secretary  for  Plarining  and  Evaluation,  CMS,  and  others 
to  evaluate  State  trends  in  long-term  care  and  local  "Aging  in  Place"  projects  that  deliver 
services  to  seniors  where  they  live. 

In  addition,  starting  in  FY  2003,  AoA  will  help  the  aging  network  build  the 
capacity  to  support  the  "rebalancing"  effort  through  the  establishment,  in  partnership 
with  CMS,  of  Aging  "One-Stop  Shop"  Resource  Centers.  These  centers  will  provide 
information  to  seniors  and  families  on  long-term  care  options,  help  streamline  and 
coordinate  access  to  services,  and  promote  best  practices  and  model  programs  which 
States  can  use  to  reduce  nursing  home  care  and  increase  community-based  care  choices. 

LONG-TERM  CARE  OMBUDSMEN 

Mr.  Regula:  What  percentage  of  the  total  number  of  nursing  facilities  do  the 
long-term  care  ombudsmen  visit  each  year? 

Ms.  Carbonell:  In  FY  2001,  the  latest  year  for  which  we  have  ombudsman 
program  data,  ombudsmen  visited  85.4  percent  of  all  nursing  facilities  on  a  regular 
basis,  as  opposed  to  in  response  to  a  complaint.  "Regular  basis"  is  defined  as  at  least 
quarterly. 

"REBALANCING"  THE  LONG-TERM  CARE  SYSTEM 

Mr.  Regula:  Please  tell  us  more  about  what  you  mean  to  do  to  "rebalance"  the 
long-term  care  system.  - 

Ms.  Carbonell:  The  "rebalancing"  initiative  reflects  the  recognition  that  when 
given  the  choice,  seniors  prefer  to  receive  care  at  home  and  in  the  community  as 
opposed  to  in  nursing  homes  and  other  institutional  settings.  AoA  and  its  aging  services 
network  are  key  partners  in  the  Department's  "rebalancing"  initiative  and  we  are 
working  on  a  number  of  fronts  to  support  it. 

AoA  and  the  infrastructure  of  its  aging  services  network  provide  a  foundation  for 
"rebalancing"  the  long-term  care  system  toward  care  in  the  community.  This  network  is 
one  of  the  nation's  largest  providers  of  home  and  community-based  care  services. 
Thirty-one  State  Units  on  Aging  manage  one  or  more  of  their  States'  Medicaid 
community-based  care  waivers.  Many  States  have  also  designated  lead  responsibility 
for  their  home  and  community-based  long-term  care  system  to  their  State  aging  office. 
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AoA  is  actively  partnering  with  other  agencies  to  integrate  service  systems  and 
expand  options  for  community-based  care.  We  are  collaborating  with  the  Center  for 
Medicare  and  Medicaid  Services  (CMS)  to  involve  State  Units  on  Aging  in  planning  and 
implementing  the  Real  Choice  Systems  Change  grants,  and  to  ensure  that  disabled  older 
adults  are  eligible  for  services.  We  are  also  working  with  the  Assistant  Secretary  for 
Planning  and  Evaluation,  CMS,  and  others  to  evaluate  State  trends  in  long-term  care  and 
local  "Aging  in  Place"  projects  that  deliver  services  to  seniors  where  they  live. 

Beginning  in  FY  2003,  AoA  will  help  the  aging  network  build  the  capacity  to 
support  this  transformation  in  long-term  care  through  the  establishment  of  Aging  "One- 
Stop  Shop"  Resource  Centers.  These  centers  will  serve  as  visible  and  trusted  resources 
for  seniors  and  families  looking  for  information  on  long-term  care  options  and  help 
streamline  and  coordinate  access  to  services  at  the  local  level.  These  centers  will  also 
promote  best  practices  and  model  programs  which  States  can  use  to  reduce  nursing 
home  care  and  increase  community-based  care  choices.  AoA  will  work  in  partnership 
with  CMS  to  fond,  select,  monitor,  and  evaluate  these  projects. 

HEALTHCARE  SERVICE  DELIVERY  SYSTEM 

Mr.  Regula:  Last  week  during  the  hearing  with  Secretary  Thompson,  we 
discussed  the  need  to  move  to  a  more  seamless  healthcare  service  delivery  system.  How 
does  the  Administration  on  Aging  plan  to  support  this  goal? 

Ms.  Carbonell:  A  new  discretionary  grant  activity  administered  by  the 
Administration  on  Aging  will  support  the  development  of  consumer-centered  "one-stop 
shop"  entry  points  into  the  long-term  care  system  at  the  community  level.  These 
resource  centers  will  serve  individuals  who  need  long-term  care,  their  family  caregivers, 
and  those  planning  for  future  long-term  care  needs.  Centers  will  provide  information  on 
the  range  of  health  services  available  through  Medicare,  Medicaid  and  State-run 
programs  as  well  as  on  social  supports.  They  will  also  serve  as  a  resource  for  health  and 
long-term  care  professionals  and  others  who  provide  services  to  the  elderly  and  to 
people  with  disabilities. 

These  "one-stop  shops"  are  a  key  element  of  a  consumer-centered  system  of 
long-term  care.  In  many  communities,  long-term  care  services  are  supported  by 
numerous  funding  streams,  administered  by  multiple  agencies,  and  have  complex, 
fragmented  and  often  duplicative  intake,  assessment  and  eligibility  functions.  Figuring 
out  how  to  obtain  services  is  difficult  both  for  persons  who  qualify  for  publicly  funded 
supports  and  for  those  who  can  pay  privately.  These  barriers  lead  to  institutional  long- 
term  care  as  the  default  outcome.  A  single,  integrated  system  of  access  for  all  persons 
seeking  assistance  on  long  term  care  matters  will  rm'nimize  confusion,  support  consumer 
choice  and  informed  decision-making,  improve  a  State's  ability  to  monitor  program 
quality  and  cost  through  centralized  data  collection  and  evaluation,  enable  policy  makers 
to  respond  to  system  problems  and  improve  services,  and  limit  unnecessary 
institutionalization  and  its  associated  costs. 


1891 


AoA  will  also  continue  to  actively  partner  with  other  agencies  to  integrate  the 
health  and  social  services  systems  and  expand  options  for  community-based  care.  We 
are  collaborating  with  the  Center  for  Medicare  and  Medicaid  Services  (CMS)  to  involve 
State  Units  on  Aging  in  planning  and  implementing  the  Real  Choice  Systems  Change 
grants,  and  to  ensure  that  disabled  older  adults  are  eligible  for  services.  We  are  also 
working  with  the  Assistant  Secretary  for  Planning  and  Evaluation,  CMS,  and  others  to 
evaluate  State  trends  in  long-term  care  and  local  "Aging  in  Place"  projects  that  deliver 
services  to  seniors  where  they  live. 

Mr.  Regula:  What  kinds  of  activities  are  funded  through  the  $5  million 
medication  management,  screening  and  education  earmark  in  the  Preventive  Health 
Services  program? 

Ms.  Carbonell:  AoA's  Preventive  Health  Services  program  provides  States  and 
communities  with  the  flexibility  to  help  support  the  health  promotion  and  disease 
prevention  needs  of  seniors.  Included  in  this  program  is  an  earmark  for  activities 
regarding  medication  management,  screening,  and  education  to  prevent  incorrect 
medication  and  adverse  drug  reactions.  Medication  management  among  older  adults  is  a 
growing  issue  due  to  the  increasing  availability  of  improved  and  stronger  medicines  and 
because  of  the  physiological  changes  that  occur  with  aging.  Medication  management 
services  help  older  adults  learn  more  about  important  medication  issues,  including 
preventing  interactions  between  drugs,  following  usage  instructions,  keeping  track  of 
medication  regimens  and  getting  professional  advice.  One  activity  at  senior  centers  is 
the  brown  bag  medicine  programs  where  seniors  come  into  the  center,  bring  all  their 
medicines  including  over  the  counter  medicines  and  have  a  pharmacist  review  the 
contents  of  their  bag.  This  is  a  very  popular  program  with  the  seniors. 

Mr.  Regula:  What  more  can  be  done  to  ensure  that  the  population  over  60  is 
receiving  the  kind  of  healthcare  needed  to  allow  them  to  "age  in  place"? 

Ms.  Carbonell:  One  of  the  challenges  we  face  is  ensuring  that  seniors  with 
chronic  conditions  who  need  health  and  long-term  care  are  able  to  receive  the  care  in  the 
least  restrictive  setting.  The  Administration  on  Aging  is  promoting  the  development  of 
"one-stop  shop"  resource  centers  to  provide  assistance  to  older  adults  at  these  critical 
moments  in  their  lives.  These  resource  centers,  which  will  be  located  in  our 
communities,  will  provide  information  and  assistance  in  accessing  a  wide  range  of 
health  and  long-term  care  services  needed  by  many  of  our  nation's  elderly.  The  goal  of 
this  program  is  to  empower  consumers  to  make  informed  choices  by  providing  them 
with  accurate  information  and  counseling  and  streamlining  access  to  services.  The 
resource  centers  will  provide  "one-stop  shopping"  to  the  general  public  with  a  focus  on 
long-term  care  issues  affecting  people  with  disabilities  of  any  age  and  their  families. 
The  Centers  will  be  welcoming  and  convenient  places  to  get  information,  advice,  and 
access  to  appropriate  services  regardless  of  one's  economic  status,  payer  status,  or  type 
of  disability.  The  Administration  on  Aging  believes  that  improving  the  up-front  system 
of  access  to  services  will  significantly  impact  the  ability  of  older  adults  to  receive 
appropriate  and  timely  health  care. 
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"MONEY  FOLLOWS  THE  INDIVIDUAL"  REBALANCING  DEMONSTRATION 

Mr.  Regular  What  kinds  of  activities  will  be  undertaken  in  the  "Money  Follows 
the  Individual"  Rebalancing  Demonstration  program?  What  will  be  AoA's  role? 

Ms.  Carbonell:  The  Centers  for  Medicare  and  Medicaid  Services  (CMS)  is 
leading  the  Department's  effort  on  the  "Money  Follows  the  Individual"  Rebalancing 
Demonstration  Program,  which  seeks  to  promote  the  use  of  at-home  care  as  an 
alternative  to  nursing  homes  for  elderly  and  disabled  Americans.  Under  this  five-year, 
$1 .75  billion  demonstration  project,  the  Federal  government  will  fully  reimburse  States 
for  one  year  of  Medicaid  home  and  community-based  services  for  individuals  who  move 
from  institutions  into  at-home  care.  After  this  initial  year.  States  will  be  responsible  for 
matching  the  Federal  government  payment  at  their  respective  rates. 

The  AoA  is  actively  supporting  the  overall  initiative  and  is  involved  in  many 
related  activities.  AoA  is  partnering  with  CMS  to  build  the  aging  services  network's 
capacity  to  support  this  transformation  in  long-term  care  through  the  establishment  of 
"one-stop  shop"  resource  centers  for  long-term  care.  AoA  continues  to  work  with  CMS 
to  ensure  that  the  aging  network  is  involved  in  the  implementation  of  the  Real  Choice 
Systems  Change  grants,  a  key  component  of  the  systems  development  that  is  necessary 
to  lay  the  groundwork  for  the  Rebalancing  Demonstration.  Likewise,  AoA  will  work 
with  CMS  to  ensure  that  the  aging  network  is  involved  in  the  implementation  of  this 
demonstration  program  in  order  to  ensure  that  older  adults  fully  benefit  from  its 
opportunities. 

STEPS  TO  A  HEALTHIER  US 

Mr.  Regula:  How  is  AoA  integrating  the  Secretary's  initiative,  Steps  to  a 
Healthier  US,  into  its  programs? 

Ms.  Carbonell:  AoA  has  initiated  the  USA  on  the  Move:  Steps  to  Healthy  Aging 
program  in  concert  with  the  Secretary's  Steps  to  a  HealthierUS.  AoA's  program  is  a 
two-part  program  focusing  on  eating  better  and  moving  more.  The  Steps  to  Healthy 
Aging:  Moving  More  uses  electronic  step  counters  to  monitor  and  increase  physical 
activity  in  older  adults.  The  second  part  of  the  program  promotes  eating  better  by 
making  healthy  choices.  A  Guidebook  for  Community  Programs  will  be  available  in 
late  summer  2003  and  will  show  how  to  plan,  design,  implement  and  evaluate  a 
community-based  walking  program  for  individuals  and  groups.  It  will  include  program 
materials  as  well  as  consumer  materials  and  address  the  relationship  between  nutrition 
and  physical  activity  in  a  healthy  lifestyle. 

AoA  will  partner  with  the  Centers  for  Disease  Control  and  Prevention,  the 
Health  Resources  and  Services  Administration,  the  Administration  for  Children  and 
Families,  and  the  Agency  for  Healthcare  Research  and  Quality  to  implement  the  Steps  to 
a  Healthier  US  initiative.  AoA  will  work  with  its  partners  in  this  initiative  to  develop 
activities  targeting  the  needs  of  seniors. 
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CAREGIVER  SUPPORT 

Mr.  Regula:  Please  tell  us  about  the  5  basic  components  required  in  a  State 
caregiver  system. 

Ms.  Carbonell:  The  National  Family  Caregiver  Support  Program  supports 
caregivers  of  the  elderly,  as  well  as  grandparents  and  other  relatives  caring  for 
grandchildren  1 8  years  of  age  or  younger.  These  caregivers  are  eligible  to  receive  any  of 
the  five  core  services: 

•  Information  about  health  conditions,  resources  and  community-based 
long-term  care  services  that  might  best  meet  a  family's  needs; 

•  Assistance  in  securing  appropriate  help; 

•  Counseling  through  support  groups  and  caregiver  training  can  help  families 
make  decisions  and  solve  problems; 

•  Respite  care,  so  that  families  and  other  informal  caregivers  can  be 
temporarily  relieved  from  their  caregiving  responsibilities.  Respite  can  be 
provided  in  the  caregiver's  home,  at  an  adult  day  services  program,  or  at  a 
long-term  care  facility;  and 

•  Supplemental  long-term  care  services  on  a  limited  basis.  This  could  include 
home  modifications;  incontinence  supplies;  a  microwave;  air  conditioner  (for 
a  caregiver  with  asthma  or  allergies);  nutritional  supplements;  washing 
machine;  assistive  devices,  etc.  -  essentially,  whatever  the  caregiver  needs. 

Mr.  Regula:  Are  people  who  receive  services  under  the  National  Family 
Caregiver  Support  program  encouraged  to  pay  a  fee  for  those  services  if  they  can  or  are 
they  free  of  charge? 

Ms.  Carbonell:  We  have  informed  States  that  they  have  the  option  to  allow  cost 
sharing  for  services  other  than  information  and  access  assistance.  The  level  of  cost 
sharing  is  up  to  each  State.  A  preliminary  survey  of  States  indicate  that  about  14  States 
have  implemented  cost  sharing  for  some  services  and  one  other  is  considering  doing  so. 

NUTRITION  PROGRAMS 

Mr.  Regula:  How  many  nutrition  programs  are  there  across  the  United  States? 
Do  you  know  what  percentage  of  those  programs  receive  federal  funding  either  in  part  or 
in  whole? 
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Ms.  Carbonell:  AoA  does  not  collect  information  on  nutrition  programs  that  do 
not  receive  federal  funding  through  the  Older  Americans  Act  (OAA).  There  are  about 
4,260  congregate  nutrition  service  providers  and  about  3,900  home-delivered  nutrition 
service  providers  that  receive  OAA  funding.  None  of  these  service  providers  rely  solely 
on  federal  funding  to  provide  sendees.  About  44  percent  of  the  cost  of  a  congregate 
meal  and  about  29  percent  of  the  cost  of  a  home-delivered  meal  comes  from  OAA 
funds. 

In  some  communities,  the  same  nutrition  service  organization  provides  both 
congregate  and  home-delivered  services  and  in  other  communities,  there  are  separate 
organizations.  The  structure  of  community-based  nutrition  service  provision  and  the 
organizations  used  to  provide  these  sendees  is  a  local  decision. 

Mr.  Regula:  I  understand  that  the  home-delivered  and  the  congregate  meals 
programs  have  long  waiting  lists.  What,  if  anything,  is  being  done  to  move  people 
wanting  to  take  part  in  this  important  program  off  the  waiting  lists? 

Ms.  Carbonell:  Older  Americans  Act  (OAA)  Nutrition  Programs  are  funded  by 
Federal,  State,  local  and  private  resources  and  are  administered  by  States  and  localities 
who  use  a  variety  of  methods  to  meet  the  unique  needs  of  local  communities.  Many 
States  choose  to  maintain  waiting  lists  for  people  looking  to  receive  senices.  These 
lists  are  a  tool  to  insure  that  those  most  in  need  are  the  first  to  receive  services.  We  rely 
on  State  and  local  experience  within  the  aging  network  to  insure  that  available  dollars 
sene  as  many  seniors  as  possible  by  pulling  together  funds  from  multiple  sources. 

Over  the  years,  States  and  local  communities  have  tried  to  meet  these  needs 
through  the  provision  of  additional  public  (state  general  funds,  county  and  city  funds) 
and  private  funds  (such  as  individual  contributions,  family  contributions,  corporate 
fund-raising).  Although  successful  -  about  56  percent  of  the  cost  of  a  congregate  meal 
comes  from  non-OAA  sources  and  about  71  percent  of  the  cost  of  a  home-delivered 
meal  comes  from  non-OAA  sources  -  waiting  lists  remain.  With  tight  budgets  at  States 
and  in  local  communities,  as  well  as  economic  constraints  on  individuals  and  business, 
these  additional  sources  of  support  may  be  limited.  In  addition,  communities  access 
intergenerational  programs,  corporate  volunteers,  food  donations  as  well  as  a  wide-range 
of  other  community  resources  to  meet  unique  local  needs. 

Mr.  Regula:  Do  you  know  how  many  elderly  individuals  are  currently  on 
waiting  lists  around  the  country? 

Ms.  Carbonell:  AoA  does  not  collect  this  information  on  a  regular  basis. 
Information  from  the  1996  national  evaluation  of  the  OAA  Nutrition  Programs,  Serving 
Elders  at  Risk,  indicated  that  41  percent  of  home-delivered  nutrition  programs  and 
9  percent  of  congregate  nutrition  program  had  waiting  lists  for  senices,  compared  to 
22  percent  of  other  home  and  community-based  services  programs.  The  average 
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number  of  older  adults  on  a  home-delivered  waiting  list  was  85  and  had  a  wait  of  2.6 
months  and  the  average  number  of  older  adults  on  a  congregate  waiting  list  was  52  and 
had  a  wait  of  2.1  months. 

Mr.  Regula:  Will  the  funding  requested  in  this  budget  serve  the  same  number  of 
people  or  will  it  allow  for  a  greater  number  of  clients? 

Ms.  Carbonell:  Our  budget  request  for  FY  2004  proposes  to  maintain  funding 
for  Nutrition  Programs  at  levels  that  are  approximately  equal  to  the  FY  2003  enacted 
level.  We  hope  to  be  able  to  maintain  the  number  of  people  served  under  this  request. 
This  will  depend  in  part  on  the  cost  of  providing  these  services,  which  is  rising, 
particularly  the  cost  of  fuel  which  is  a  critical  factor  affecting  the  Home-Delivered  meals 
program.  OAA  funds  provide  for  about  44  percent  of  the  cost  of  a  congregate  meal  and 
about  29  percent  of  the  cost  of  a  home-delivered  meal,  so  final  service  levels  will 
depend  in  large  part  on  the  ability  of  States  to  continue  to  successfully  leverage  funds  for 
these  services. 

Mr.  Regula:  Last  year  the  Nutrition  Services  Incentive  program  was  transferred 
from  the  Department  of  Agriculture  to  AoA.  Please  tell  us  more  about  that  program. 
Why  would  a  State  choose  to  receive  commodities  rather  than  cash  for  this  program? 

Ms.  Carbonell:  According  to  Section  31 1  of  the  Older  Americans  Act  (OAA), 
the  purpose  of  the  Nutrition  Services  Incentive  Program  (NSIP)  is  to  provide  incentives 
to  encourage  and  reward  effective  performance  by  States  and  tribal  organizations  in  the 
efficient  delivery  of  nutritious  meals  to  older  individuals.  NSIP  provides  financial 
support  in  the  form  of  cash  or  commodities  to  support  meal  provision  by  community- 
based  programs  that  meet  the  service  requirements  of  the  OAA. 

Funds  are  allocated  to  a  State  or  Tribe  based  on  the  number  of  meals  served  by  a 
State  or  Tribe  in  proportion  to  the  total  number  of  meals  served  in  the  prior  federal  fiscal 
year.  The  State  distributes  these  funds  to  local  community-based  nutrition  service 
providers.  NSIP  funds  may  only  be  used  to  support  meals  and  may  not  be  transferred  to 
other  services,  used  for  administrative  costs,  or  be  distributed  by  the  interstate  or 
intrastate  funding  formula.  In  collaboration  with  the  Food  and  Nutrition  Services  (FNS) 
of  the  United  States  Department  of  Agriculture  (USDA),  commodities  remain  available 
to  States  and  Tribes.  The  AoA  is  working  collaboratively  with  FNS  to  minimize 
disruption  to  States  and  Tribes  during  this  transitional  year. 

Under  NSIP,  States  or  Tribes  may  chose  to  receive  commodities  rather  than  cash 
if  they  perceive  that  they  get  a  better  value  with  commodities.  The  commodities  are 
often  as  good  a  quality  as  commercial  labels  and  yet  may  be  cheaper.  In  addition,  States 
and  Tribes  are  able  to  access  bonus  commodities  which  may  be  available  and  are  not 
charged  to  their  grant  allotment. 
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AGING  "ONE-STOP  SHOP"  CENTERS 

Mr.  Regula:  Where  do  you  anticipate  locating  the  new  One-Stop  Shop  centers? 
What  services  will  seniors  be  able  to  access  or  get  information  for  through  this  new 
service  delivery  approach? 

Ms.  Carbonell:  The  "one-stop  shop"  resource  centers  will  be  located  at  the 
community-level  to  ensure  that  older  adults,  family  caregivers  and  health  and  long-term 
care  professionals  experience  easy  access  to  the  information  and  assistance  they  will 
provide.  These  "one-stop  shops"  can  be  housed  in  a  physical  location  -  such  as  a  senior 
center,  social  services  agency,  health  care  center,  community-center,  -  or  they  can  be 
"virtual."  The  virtual  "one-stop  shops"  will  be  available  through  a  website  or  toll-free 
number  that  will  guide  the  individual  through  the  process  to  access  needed  services. 
Other  variations  of  a  resource  center  include  the  development  of  uniform  information, 
assessment  and  eligibility  processes  shared  by  multiple  service  agencies  so  that  there 
would  be  "no  wrong  door"  through  which  to  access  needed  services.  In  other  words,  one 
size  does  not  fit  all  in  this  area.  The  Administration  on  Aging  is  focused  on  promoting 
streamlined  access  to  health  and  long-term  care  services,  not  on  dictating  how  this 
should  occur.  We  will  build  on  the  strength  of  our  network  to  respond  to  the  unique 
local  needs  of  the  senior  population  to  implement  this  program. 

ELDERCARE  LOCATOR 

Mr.  Regula:  How  many  calls  per  year  are  there  to  the  eldercare  locator?  Do  you 
also  have  a  website  where  one  could  find  this  information?  If  so,  how  many  hits  per 
year  does  it  receive?  How  is  the  service  advertised? 

Ms.  Carbonell:  The  Eldercare  Locator  can  be  accessed  through  its  toll-free 
telephone  line  (800-677-1 1 16)  or  website  (www.eldercare.gov).  In  FY  2002, 124,830 
callers  received  services  through  the  toll-free  number.  There  have  been  383,572  users 
on  the  website  since  its  inception  in  October  2001 .  We  do  not  count  "hits"  because  they 
are  not  a  reflection  of  actual  users  of  the  service.  A  "hit"  indicates  a  person  has  only 
viewed  the  page. 

Brochures  and  promotional  materials  on  the  Eldercare  Locator  are  distributed  at 
conferences,  mailed  to  State  and  local  organizations,  national  associations  and  faith- 
based  organizations.  Staff  exhibit  the  Eldercare  Locator  booth  and  distribute  brochures 
and  materials  at  national  and  regional  conferences.  AoA  also  conducts  national  outreach 
media  campaigns,  including  "Home  for  the  Holidays"  and  "Mother's  Day"  that  advertise 
the  Eldercare  Locator  service  and  include  checklists  for  long  distance  family  members. 

This  summer  the  expanded  new  interactive  website,  www.eldercare.gov  will  be 
available  to  search  for  local  services  from  anywhere  in  the  country.  The  new  site 
includes  fact  sheets  that  can  be  downloaded  to  educate  consumers  on  programs  and 

services. 
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PENSION  COUNSELING 

Mr.  Regula:  Do  you  work  with  the  Department  of  Labor,  and  in  particular  with 
the  newly  renamed  Employee  Benefits  Security  Administration  (formerly  Pension  and 
Welfare  Benefits  Administration),  in  providing  pension  counseling  services? 

Ms.  Carbonell:  Yes.  AoA  works  with  the  Department  of  Labor's  Employee 
Benefits  Security  Administration  (EBSA)  in  providing  pension  counseling  services.  The 
AoA  Pension  Counseling  Program,  which  started  in  1993,  was  the  catalyst  for  the 
pension  assistance  that  EBSA  started  providing  through  its  field  offices  in  1997.  The 
Labor  Department  has  credited  the  AoA  program  with  demonstrating  that  pension 
assistance  could  be  provided  efficiently  and  inexpensively.  The  AoA  and  EBSA 
programs  now  complement  each  others'  activities. 

Over  the  years  the  AoA  Program  has  worked  with  EBSA's  Office  of  Participant 
Assistance  and  Communications  to  develop  an  informal  protocol  for  referring  cases 
between  EBSA  field  offices  and  the  Pension  Counsehng  projects.  The  AoA  projects 
routinely  refer  cases  involving  mismanagement  of  private  retirement  plan  assets  and 
non-disclosure  of  plan  documents,  areas  of  particular  interest  to  the  Labor  Department, 
to  the  EBSA  field  offices.  EBSA  refers  clients  with  governmental  plan  problems,  non- 
Employee  Retirement  Income  Security  Act  (ERISA)  and  pre-ERISA  claims,  and  private 
plan  participants  requiring  detailed  attention,  to  the  AoA  projects. 

EBSA's  staff  regularly  participate  in  Counseling  Program  training  seminars,  and 
have  been  very  supportive  of  the  AoA  program.  At  the  urging  of  AoA,  EBSA  recently 
established  a  toll  free  hotline  for  private  retirement  and  health  insurance  questions.  AoA 
will  be  collaborating  closely  with  EBSA  as  it  develops  its  one-stop  pension  assistance 
hotline  and  electronic  infrastructure  aimed  at  assuring  that  every  older  American  with 
any  kind  of  retirement  question  or  problem  will  receive  the  information  and  assistance 
they  are  seeking. 

Mr.  Regula:  I  was  surprised  to  read  in  the  justification  that  in  over  10  years,  only 
13,000  individuals  have  been  served  by  this  program,  I  would  have  assumed  a  higher 
number.  How  do  seniors  become  aware  of  this  program  and  what  are  you  doing  to 
advertise  this  service? 

Ms.  Carbonell:  AoA's  Pension  Counseling  and  Information  program  has 
successfully  obtained  more  than  $40  million  in  retirement  benefits  for  approximately 
13,000  individuals,  a  return  of  nearly  $5  for  every  federal  dollar  invested  in  the  program. 
In  the  majority  of  these  cases,  whether  due  to  the  small  dollar  amount  of  the  claim,  or 
because  the  issues  did  not  give  rise  to  a  class  action,  help  would  not  have  been  available 
but  for  the  Pension  Counseling  program.  The  program  has  also  directly  served  another 
20,000  clients  by  providing  hands-on  assistance  in  pursuing  claims  through  their  plans' 
adrninistrative  appeals  processes,  helping  them  locate  pension  plans  "lost"  as  a  result  of 
mergers,  acquisitions  and  terminations,  providing  plain-English  answers  to  queries  about 
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complex  plan  provisions,  and  making  carefully  targeted  referrals  to  lawyers,  actuaries 
and  other  professionals  willing  to  help  them  obtain  their  much-needed  pensions.  Even 
when  Pension  Counseling  projects  are  unable  to  secure  benefits  for  clients,  the 
information  and  assistance  they  provide  frequently  offers  these  vulnerable  elderly 
individuals  the  satisfaction  of  finally  achieving  "peace  of  mind"  after  months  or  years  of 
searching  for  answers. 

Tens  of  thousands  of  other  individuals  have  been  indirectly  served  by  the 
Counseling  Program.  Each  Project  produces  helpful  fact  sheets  and  other  publications, 
hosts  a  website,  and  provides  important  retirement  income  information  to  older 
Americans  as  part  of  its  ongoing  education  and  outreach  efforts. 

Individuals  learn  about  the  Pension  Counseling  program  from  a  of  variety 
national  and  local  outreach  efforts.  The  projects  receive  case  referrals  from  State  and 
federal  government  agencies,  retiree,  women's,  employee  and  other  private 
organizations,  consumer  hotlines,  State  Bar  Associations,  and  congressional  offices. 
But  by  far  the  most  effective  outreach  is  through  the  media.  The  Pension  Counseling 
program  has  received  national  coverage  in  the  Readers  Digest,  the  AARP  Bulletin, 
Modern  Maturity,  USA  Today,  the  New  York  Times,  the  Wall  Street  Journal, 
Kiplinger's  Personal  Finance  Magazine,  Money,  and  numerous  on-line  publications 
such  as  businessweek.com.  Project  directors  and  staff  also  conduct  seminars  and 
workshops  for  retiree  organizations,  community  groups,  and  senior  centers,  and  appear 
on  local  radio  and  television  programs  to  tell  prospective  clients  about  the  services  they 
provide.  Several  projects  have  advertised  in  community  newspapers  and  disseminated 
public  service  announcements,  and  one  project  has  advertised  the  services  on  the  back  of 
public  buses.  Word  of  mouth  has  also  been  an  extremely  effective  form  of  reaching 
prospective  clients. 

WHITE  HOUSE  CONFERENCE  ON  AGING 

Mr.  Regula:  Will  there  be  additional  requests  for  the  White  House  Conference 
on  Aging  in  subsequent  years? 

Ms.  Carbonell:  The  FY  2004  budget  request  of  $2,842  million  is  a  request  for 
start-up  costs  only.  We  expect  that  there  will  be  additional  requests  in  subsequent  years. 

Mr.  Regula:  I  understand  that  the  White  House  Conference  on  Aging  is  a 
collaborative  effort  across  government.  Are  other  government  agencies  also 
contributing  to  the  costs  of  this  conference? 

Ms.  Carbonell:  Historically,  White  House  Conferences  on  Aging  have  been  run 
by  staff  independent  of  AoA  and  have  involved  contributions  from  a  variety  of  agencies 
across  the  government.  While  final  decisions  on  the  timing  and  scope  of  the  conference 
have  not  been  made  yet,  we  anticipate  that  other  HHS  Operating  Divisions  and  other 
Departments  will  also  detail  staff  or  provide  in-kind  assistance  or  other  resources. 
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PRESCRIPTION  DRUGS 

Mrs.  Northup:  As  the  Administration  works  to  allow  seniors  to  have  access  to 
more  affordable  prescription  drugs,  how  is  it  going  to  address  the  problem  of  medication 
related  problems  and  errors? 

Ms.  Carbonell:  Medication  management  among  older  adults  is  a  growing  issue 
due  to  the  increasing  availability  of  improved  and  stronger  medicines  and  because  of  the 
physiological  changes  that  occur  with  aging.  To  address  this  issue,  AoA  is  part  of  the 
Assistant  Secretary  for  Health's  initiative  on  assuring  the  appropriate  use  of  therapeutic 
agents  (medicines)  in  the  elderly.  The  major  activity  under  this  effort  will  be  the 
development  of  an  alert  to  the  nation  to  address  the  appropriate  use  of  medicines  by  the 
elderly.  It  is  hoped  that  this  activity  will  be  completed  by  the  end  of  the  calendar  year 
2003. 

As  part  of  our  Preventive  Health  Services  program,  AoA  supports  medication 
management,  screening,  and  education  to  prevent  incorrect  medication  and  adverse  drug 
reactions.  These  services  help  older  adults  learn  more  about  important  medication 
issues,  including  preventing  interactions  between  drugs,  following  usage  instructions, 
keeping  track  of  medication  regimens  and  getting  professional  advice.  One  activity  at 
senior  centers  is  the  brown  bag  medicine  programs  where  seniors  come  into  the  center, 
bring  all  their  medicines  including  over  the  counter  medicines  and  have  a  pharmacist 
review  the  contents  of  their  bag.  This  is  a  very  popular  program  with  the  seniors. 

Mrs.  Northup:  Do  you  support  a  role  for  pharmacists  in  the  Administration's 
disease/chronic  care  management  initiatives? 

Ms.  Carbonell:  Yes,  there  is  a  role  for  pharmacists  in  the  Administration's 
disease/chronic  care  management  initiatives.  The  Administration  is  testing  a  variety  of 
approaches  to  disease  management/coordinated  care  for  Medicare  beneficiaries,  and 
many  of  these  demonstration  programs  include  some  type  of  pharmacy  benefit  and/or 
management  of  medications,  including  beneficiary  counseling  and  monitoring  of 
pharmacy  utilization.  The  counsel  of  a  pharmacist  on  how  and  when  medication  should 
be  taken  can  be  an  indispensable  link  in  the  chain  of  disease  management  treatment 
regimens.  All  Medicare  payments  for  coordinated  care  services  are  made  directly  to  the 
participating  organizations,  but  those  organizations,  in  turn,  pay  the  various  health  care 
providers,  including  pharmacy  benefit  managers  and  pharmacists,  who  deliver  the 
services. 

Mrs.  Northup:  Residents  of  long-term  care  facilities  are  more  ill  and  require 
more  specialized,  intensive  medication  therapy  and  clinical  interventions  than  an 
outpatient  senior.  Most  prescription  drug  benefit  proposals  are  designed  for  an 
outpatient  population  that  can  receive  medications  through  the  mail  or  from  a 
community  pharmacy.  How  does  the  Administration  intend  to  consider  the  issue  of 
long-term  care  patients  under  a  Medicare  prescription  drug  benefit? 
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Ms.  Carbonell:  Medicare  beneficiaries  who  are  in  a  nursing  home  stay  that  is 
covered  by  Medicare  already  have  the  cost  of  their  drugs  paid  for  as  part  of  the  Medicare 
prospective  payment  system  for  nursing  homes,  similar  to  the  way  that  prescription 
medications  provided  to  inpatient  hospital  patients  are  paid. 

Under  a  Medicare  drug  benefit,  beneficiaries  who  would  reside  in  a  nursing 
home  and  are  not  in  a  covered  Medicare  stay  would  be  eligible  to  have  their  prescription 
drug  costs  covered  under  the  new  Medicare  prescription  drug  benefit  in  the  same  way 
that  beneficiaries  who  reside  in  a  nursing  home  and  are  not  in  a  Medicare  covered  stay 
have  Part  B  services  paid  for  through  Medicare  Part  B. 

Mrs.  Northup:  Does  the  Administration  anticipate  making  further  changes  to  the 
Medicare  Part  B  AWP  issue? 

Ms.  Carbonell:  The  Administration  has  consistently  indicated  that  we  would 
prefer  to  work  with  Congress  to  develop  a  legislative  solution  and  are  hopeful  this  will 
occur.  However,  if  the  prospects  for  legislation  are  not  promising,  the  Centers  for 
Medicare  and  Medicaid  Services  is  prepared  to  act  administratively  to  reform  the  AWP 
methodology. 
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CAREGIVER  SUPPORT 

Mrs.  Lowey:  Women  spend  an  average  of  1 1 .5  years  out  of  the  workforce,  often 
to  care  for  an  ailing  loved  one  or  to  raise  a  family.  As  written  in  your  budget 
justification,  "Families,  not  social  service  agencies,  nursing  homes,  or  government 
programs,  are  the  mainstay  of  long-term  care  for  older  persons  in  the  United  States." 
That  was  made  clear  by  a  study  in  the  journal  Health  Affairs,  which  stated  that  the 
contribution  of  America's  caregivers  to  the  nation  is  almost  $257  billion  annually. 
Couple  these  costs  with  the  fact  that  because  monthly  Social  Security  benefits  are  based 
upon  the  number  of  years  that  an  individual  or  family  wage-earner  has  spent  in  the 
workforce,  these  caregivers  often  lose  out  on  needed  retirement  benefits.  That  is  why  I 
have  introduced  legislation  that  would  ensure  that  those  who  dramatically  scale  back 
their  work  hours  to  provide  care  for  a  loved  one  will  continue  to  accumulate  Social 
Security  savings. 

Until  legislation  like  mine  passes,  however,  families  will  be  ever  more 
dependent  on  programs  like  National  Family  Caregiver  Support  (NFCSP).  As  you 
know,  NFCSP  provides  needed  information,  counseling,  respite,  and  supplemental 
services  to  caregivers.  Yet,  at  the  same  time  the  senior  population  and  life  expectancy 
rates  are  growing,  the  Administration  has  proposed  cutting  this  program  by  $7.5  million. 
Can  you  please  respond  to  the  concerns  that  we  are  not  doing  enough  to  support  our 
nation's  caregivers? 

Ms.  Carbonell:  Under  Secretary  Thompson's  leadership,  we  have  worked  hard 
to  implement  the  NFCSP,  and  increasing  the  number  of  families  who  are  supported  in 
their  efforts  to  care  for  their  loved  ones  at  home  and  in  the  community  is  a  top  priority  at 
AoA.  Since  the  enactment  of  the  NFCSP  in  November  of  2000,  AoA  and  its  Aging 
Services  Network  has  invested  over  $400  million  in  Federal  funds  to  provide 
information  to  families  that  will  help  sustain  them  in  their  caregiving  roles;  educate  the 
public  on  the  importance  of  supporting  family  caregivers;  improve  access  to  services; 
reach  out  to  special  populations  and  caregivers  who  may  not  be  connected  to  service 
delivery  networks;  and  permit  employees  to  continue  to  contribute  to  the  workforce. 
The  Administration  on  Aging  is  also  building  new  partnerships  among  informal 
caregivers,  business  and  industry,  and  government  to  advance  family  caregiver  support 
systems. 

NFCSP  formula  grants  are  a  key  element  in  the  federal  government's  efforts  to 
assist  States  in  supporting  caregivers.  These  grants  fund  initiatives  to  develop  and 
enhance  comprehensive  statewide  systems  of  informal  support.  The  importance  of  these 
federal  grants  cannot  be  understated  since  many  States'  implementation  efforts  are 
limited  to  only  those  activities  funded  by  these  grants. 

The  preliminary  and  partial  data  we  have  gathered  begin  to  tell  a  story  about  the 
implementation  of  the  program,  and  reflect  State  efforts  to  get  the  word  out  while 
developing  well-rounded  programs.  These  data  indicates  that  the  States  reached  out  to 


1902 


over  1.3  million  caregivers  with  information  about  caregiver  programs  and  services. 
Access  assistance  services  were  provided  to  approximately  325.000  caregivers,  which 
significantly  exceeds  the  agency  targets  to  serve  250,000  caregivers.  Significant 
numbers  of  caregivers  have  also  been  reached  with  intensive,  direct  sendees  reflected  by 
respite,  counseling  and  training  and  supplemental  sendees.  The  preliminary  partial  data 
indicate  that  states  served  almost  150,000  caregivers  with  counseling  and  training 
services;  provided  respite  to  over  60,000  caregivers;  and  provided  supplemental  services 
to  over  45,000  caregivers. 

In  addition,  in  FY  2002,  the  Administration  on  Aging  sponsored  39  competitive 
research  and  demonstration  projects  under  the  National  Family  Caregiver  Support 
Program.  These  competitive  grants  focus  on  systems  development;  service  components; 
linkages  to  special  populations  and  communities;  field-initiated  demonstrations  to 
develop  and  test  new  approaches  to  support  caregivers;  and  national  projects  that 
enhance  the  development  of  caregiver  programs. 

In  New  York,  for  example,  two  competitive  research  and  demonstration  projects 
have  been  awarded.  The  Catholic  Family  Center  of  Rochester,  New  York  is 
collaborating  with  15  national  and  local  organizations  to  create  an  integrated  approach  to 
support  relative  caregivers  of  grandchildren  through  a  wide  range  of  services,  case 
coordination  and  management,  legal  consultations,  support  groups,  educational 
workshops,  and  access  to  counseling  and  emergency  services  from  a  single  entry  point. 
The  Senior  Service  Centers  of  the  Albany,  New  York  area  is  demonstrating  the 
effectiveness  of  support  groups  for  caregivers  of  frail  elders  via  telephone  conferencing 
technology.  This  multi-component  group  program  includes  emotion-focused  and 
problem-focused  coping  strategies  and  support. 

The  President's  FY  2004  budget  proposed  to  maintain  funding  for  the  caregiver 
program  at  the  same  level  as  both  the  FY  2003  request  and  the  FY  2002  appropriation. 
This  request  was  submitted  prior  to  the  enactment  of  final  appropriations  for  FY  2003 
and  any  reduction  in  funding  for  FY  2004  is  a  result  of  unanticipated  increases  in  the 
final  FY  2003  appropriation. 

HEALTH  PROMOTION 

Mrs.  Lowey:  I  could  not  agree  with  you  and  the  President  more  about  the  need 
to  increase  efforts  to  promote  physical  activity,  walking  programs,  improved  diet,  and 
healthy  lifestyle  choices  amongst  seniors.  As  the  Democratic  sponsor  of  the  Improved 
Nutrition  and  Physical  Activity  Act  (IMPACT),  which  I  introduced  with  Reps.  Bono  and 
Granger,  I  realize  the  need  to  make  communities  more  conducive  to  activity  and 
exercise  -  especially  for  our  seniors.  While  I  was  pleased  to  read  about  the  Steps  to  a 
Healthier  US  initiative  in  your  testimony  and  glad  to  learn  that  it  will  involve  your 
department,  I  am  concerned  that  the  Administration  is  merely  reinventing  the  wheel.  At 
the  same  time  the  Administration  is  touting  this  $125  million  effort  as  the  key  to 
promoting  healthier  living,  it  is  cutting  funding  for  CDC's  Nutrition  and  Physical 
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Activity,  Chronic  Disease  Prevention,  and  Health  Promotion  programs  -  programs  that 
have  already  taken  up  this  cause.  In  your  testimony,  you  discuss  ongoing  collaborations 
with  the  CDC.  Will  the  CDC  program  cuts  impact  your  current  efforts?  The  reduction 
of  CDC  funding  is  almost  $30  million.  While  that  still  provides  for  $95  million  in  new 
dollars  under  Steps,  will  there  be  room  for  improvement  and  further  gains  to  our  efforts 
to  promote  healthier  lifestyles  for  seniors? 

Ms.  Carbonell:  While  it  would  not  be  appropriate  for  me  to  discuss  the 
President's  budget  request  for  CDC,  I  expect  that  AoA  and  CDC  will  continue  to  build 
partnerships  to  carry  out  activities  geared  toward  seniors  which  focus  on  health 
promotion,  disease  prevention,  and  healthy  lifestyles.  We  look  forward  to  working  with 
CDC  and  other  agencies  in  the  Department  to  implement  the  Steps  to  a  Healthier  US 
initiative,  which  will  use  proven  medical  and  public  health  interventions  to  reduce  the 
burden  of  chronic  diseases  such  as  diabetes,  asthma,  and  obesity. 

This  new  effort  will  build  on  existing  partnerships  between  CDC  and  AoA  such 
as  the  Aging  States  Project,  which  seeks  to  enhance  communication  and  coordination 
between  State  Units  on  Aging  and  State  Health  Departments.  As  part  of  this 
partnership,  AoA  and  CDC  pooled  resources  to  support  health  promotion  projects 
targeting  seniors  which  promote  physical  activity,  walking  programs,  improved  diet,  and 
healthy  lifestyle  choices. 
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Exhibit  D-1 


Appropriations  Language 


Administration  on  Aging 


Aging  Services  Programs 


For  carrying  out,  to  the  extent  not  otherwise  provided,  the  Older  Americans  Act  of  1965, 
as  amended,  and  section  398  of  the  Public  Health  Service  Act,  [$1,342,357,000] 
$1,343, 701,000  of  which  $5,000,000  shall  be  available  for  activities  regarding 
medication  management,  screening,  and  education  to  prevent  incorrect  medication  and 
adverse  drug  reactions;  of  which  $2,842,000  shall  remain  available  until  September  30, 
2006  for  the  White  House  Conference  on  Aging;  and  of  which  $149,670,000  shall  be 
[allocated  to  States]  for  making  payments  to  or  on  behalf  of  States  and  other  eligible 
grantees,  consistent  with  [the  formula  in]  section  31 1  of  the  Older  Americans  Act  of 
1965:  Provided,  That  references  to  the  Secretary  of  Agriculture  in  section  311(b)  and 
(d)(1)  shall  be  deemed  to  be  references  to  the  Secretary  of  Health  and  Human 
Services:  Provided  further,  That  in  those  instances  in  which  the  eligible  entity  elects  to 
receive  its  allotment,  in  part  or  in  total,  in  the  form  of  commodities,  the  Secretary  of 
Agriculture  shall  supply  such  commodities  and  be  reimbursed  for  the  costs  thereof  from 
amounts  provided  herein. 


Exhibit  D-2 


Language  Analysis 


Language  Provision 


Explanation 


"of  which  $2,842,000  shall  remain 
available  until  September  30,  2006  for 
the  White  House  Conference  on 
Aging." 


Conference  on  Aging  to  be  convened 
by  no  later  than  December  31,  2005 
and  authorizes  such  sums  as  may  be 
necessary.  The  language  designates 
the  $2,842,000  requested  for  start-up 
and  initial  planning  costs  for  a  White 
House  Conference  on  Aging  as 


Section  21 1  of  the  Older  Americans 
Act  requires  a  White  House 


available  for  three-years. 
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Language  Provision 

of  which  $149,670,000  shall  be  for 
making  payments  to  or  on  behalf  of 
States  and  other  eligible  grantees, 
consistent  with  section  31 1  of  the 
Older  Americans  Act  of  1 965: 
Provided,  That  references  to  the 
Secretary  of  Agriculture  in  section 
311(b)  and  (d)(1)  shall  be  deemed  to 
be  references  to  the  Secretary  of 
Health  and  Human  Services:  Provided 
further,  That  in  those  instances  in 
which  the  eligible  entity  elects  to 
receive  its  allotment,  in  part  or  in  total, 
in  the  form  of  commodities,  the 
Secretary  of  Agriculture  shall  supply 
such  commodities  and  be  reimbursed 
for  the  costs  thereof  from  amounts 
provided  herein. 


Explanation 

Transfers  the  Department  of 
Agriculture  (USDA)  Nutrition  Services 
Incentive  Program  to  the 
Administration  on  Aging.  Insures  that 
funds  continue  to  be  dedicated 
exclusively  to  the  provision  of  meals, 
preserves  the  option  for  States  to 
receive  commodities  from  USDA  in 
lieu  of  cash,  and  provides  for  costs 
related  to  the  provision  of 
commodities  to  be  reimbursed  to 
USDA  from  amounts  available  under 
the  appropriation. 
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Exhibit  E 

Amounts  Available  For  Obligation 

(Dollars  in  Thousands) 

2003 

2002  President's  2004 

Actual  Budget  Estimate 

Appropriation: 

Annual   1,199,814  1,341,344  1,343,701 

Enacted  Rescission: 

Public  Law  107-116   (37) 

Public  Law  107-206  Section  803   (89) 

Public  Law  107-206  Section  1403   (17)  

Subtotal  Adjusted  Appropriation   1,199,671  1,341,344  1,343,701 

Comparable  Transfer  From: 
USDA  Nutrition  Services  Incentive  Program   149,670 

Offsetting  Collections  From: 

Centers  for  Disease  Control  and  Prevention   14  --  - 

Office  on  Women's  Health   125 

Unobligated  Balance:  Start  of  Year   1,643  909  176 

Unobligated  Balance:  End  of  Year   909  176 

Unobligated  Balance  Lapsing    (137)   -   -- 


Total  Obligations   1,350,077         1,342,077  1,343,877 
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Exhibit  F 

Summary  of  Changes 

(Dollars  in  Thousands) 

2003  President's  Budget   1,341,344 

2004  Estimate  ,   1,343,701 

Net  change   2,357 

Budget  Budget 

Authority  Authority 

increases: 

A.  Built-in: 

1 .  Provide  for  January  2004  2.0%  pay  raise  and  related  pay  costs              1 1 ,144  420 

2.  Increased  costs  related  to  GSA  rent   1 ,738  32 

Subtotal,  Built-in  Increases   452 

B.  Program 

1 .  White  House  Conference  on  Aging                                                 -  2,842 

2.  Increased  costs  related  to  travel,  communications,  printing, 

supplies,  and  equipment                                                            1,142   17 

Subtotal,  Program  Increases   2,859 

Total,  Increases   3,311 

Decreases: 

A.  Built-in: 

1 .  Decreased  costs  related  to  administrative  savings                             10,337  (349) 

2.  Decreased  costs  related  to  information  technology  consolidation...          10,337   (383) 

Subtotal,  Built-in  Decreases   (732) 

B.  Program: 

1 .  Decrease  costs  related  to  GSA  rent                                               1 ,738  (73) 

2.  Decrease  costs  related  to  program  contracts                                     10,337   (149) 

Subtotal,  Program  Decreases  :   (222) 

Total,  Decreases   (954) 

Total,  Net  Change   2,357 
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Exhibit  G 

Budget  Authority  by  Activity 

(Dollars  in  Thousands) 


FY  2003 

FY  2002 

President's 

FY  2004 

Actual 

Budaet 

Estimate 

Program 

FTE 

Amount 

  • 

Fit 

Amount 

FTE 

Amount 

Home  &  Community-Based  Supportive  services.. 

;t>ouo, yes  i 

$357,000 

■poo/  ,uuu 

National  Family  Caregiver  Support  Program  

_ 

141,492 

141,500 

I 

141,500 

Congregate  Nutrition  Services  

390,000 

390,000 

390,000 

Home-Delivered  Nutrition  Services  

176,500 

178,500 

178,500 

Nutrition  Services  Incentive  Program  ft'.  

149,670 

149,670 

149,670 

Preventive  Health  Services  

21,123 

21,562 

21,562 

Program  Innovations  

38,257 

27,837 

27,837 

Aging  Network  Support  Activities  

2,379 

2,379 

2,379 

Grants  for  Native  Americans  

25,722 

25,729 

25,729 

17,681 

17,681 

17,681 

Alzheimer's  Disease  Demonstration  Grants  

11,483 

11,500 

11,500 

Program  Administration  12  

112 

18,053 

112 

17,986 

112 

17,501 

White  House  Conference  on  Aging  

2,842 

Total,  Discretionary  Budget  Authority  

112 

$1,349,341 

112 

$1,341,344 

112 

$1,343,701 

Senior  Medicare  Patrols  (HCFAC) /2  

 8 

$2,000 

 8 

$3,000 

 8 

$3,000 

Total,  Program  Level.  

120 

$1,351,341 

120 

$1,344,344 

120 

$1,346,701 

1/  Reflects  proposed  transfer  from  the  Department  of  Agriculture.  FY  2002  and  FY  2003  are  displayed  on 
a  comparable  basis 


21  FTE  distribution  has  been  adjusted  from  the  February  2003  President's  Budget,  which  was  prepared 
before  FY  2002  HCFAC  levels  were  finalized.  Total  FTE  levels  are  unchanged.  FY  2003  and  FY  2004 
HCFAC  amounts  are  placeholders;  the  Secretary  and  the  Attorney  General  will  negotiate  final  amounts. 
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Exhibit  H 

BUDGET  AUTHORITY  BY  OBJECT 


(Dollars  in 

Thousands) 

?nn^ 

Inrroacp 
II  Id  cooc 

President's 

2004 

or 

Budqet 

Estimate 

Decrease 

Full-tim6  6puiv3i©nt  6mpioym6nt 

120 

120 

run-uiiit?  Gi^uivaiciii  ui  uvci  mile  cjhu  uunudy  nuuro. 

134 

136 

2 

Average  GS  Grade  

13/4 

13/4 

Average  GS  Salary  

73 

76 

3 

Personnel  Compensation: 

8,958 

9,294 

336 

93 

97 

4 

Other  Personnel  Compensation  

219 

223 

4 

Subtotal)  Personnel  Compensation 

9  270 

9,614 

344 

Personnel  Benefits 

1  874 

1,950 

76 

11,144 

11,564 

420 

Travel  and  Transportation  of  Persons 

457 

464 

7 

Transportation  of  Things  

10 

10 

Rental  Payments  to  GSA  

1,738 

1,697 

(41) 

^mmi  miraHrtnc   t  Itilitioc    onW  iWlic/^olfsnofM  ic 

243 

246 

3 

Printing  and  Reproduction  

194 

197 

3 

Other  Contractual  Services: 

6,019 

5,845 

(174) 

Other  Services  

579 

535 

(44) 

Purchases  from  Government  Accounts  

3,731 

5,912 

2,181 

Operation  and  Maintenance  of  Equipment  

8 

6 

(2) 

10,337 

12,298 

1,961 

116 

118 

2 

122 

124 

2 

Grants,  Subsidies  and  Contributions  /1  

1,316,983 

1,316,983 

1,330,200 

1,332,137 

1,937 

Total,  Budget  Authority  by  Object  Class  

1,341,344 

1,343,701 

2,357 

1/  Funding  for  the  Nutrition  Services  Incentive  Program  is  included  for  both  years. 
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Exhibit  I 

Salaries  and  Expenses 

(Dollars  in  Thousands) 


2003 

II  IU1  woe 

r  rcSiueiH  5 

2004 

or 

Ri  irinot 

Estimate 

UC^/l  CQ3C 

Personnel  Compensation: 

ft  QKR 

o.aoo 

OJD 

Other  than  Full-Time  Permanent  (1 1  3) 

93 

97 

4 

Other  Personnel  Compensation  (11  5) 

219 

223 

4 

9,270 

9,614 

344 

Personnel  Benefits  (12.1)  

1,874 

1,950 

76 

11,144 

11,564 

420 

Travel  and  Transportation  of  Persons  (21.0)  

457 

464 

7 

Transportation  of  Things  (22.0)  

10 

10 

Communications,  Utilities,  and  Miscellaneous  (23.3) ,,  , 

243 

246 

3 

Printing  and  Reproduction  (24.0)  

194 

197 

3 

Other  Contractual  Services: 

Advisory  and  Assistance  Services  (25.1)  

6.019 

5,845 

(174) 

Other  Services  (25.2)  

579 

535 

(44) 

Purchases  from  Government  Accounts  (25.3)  

3,731 

5,912 

2,181 

Operation  and  Maintenance  of  Equipment  (25.7)  

8 

6 

(2) 

10,337 

12,298 

1,961 

116 

118 

2 

11,357 

13,333 

1,976 

22,501 

24,897 

2,396 
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EXHIBIT  J 

SIGNIFICANT  ITEMS  IN  COMMITTEE  REPORTS 


The  following  section  represents  FY  2003  Congressional  requirements  for  reports  and 
significant  items  derived  from  Senate  Report  107-216.  These  actions  discussed  below 
are  contingent  on  inclusion  of  similar  language  and  funding  in  the  final  FY  2003 
appropriation  and  related  reports.  Additional  items  may  be  transmitted  at  a  later  date  as 
a  result  of  the  final  Conference  report. 

Language  Included  in  Senate  Report  107-216 

Item 

Nutrition  Services  Incentive  Program  -  The  Committee  agrees  with  the 
administration's  request  to  shift  funding  for  the  Nutrition  Services  Incentive  Program 
(NSIP)  from  the  Food  and  Nutrition  Service  within  USDA  to  the  Administration  on 
Aging  within  the  Department  of  Health  and  Human  Services  (DHHS).  It  is  the 
Committees  belief,  however,  that  it  is  critically  important  for  several  aspects  of  NSIP 
to  remain  intact,  as  the  program  is  shifted  into  DHHS.  This  includes  the  allocation  of 
NSIP  funds  on  the  basis  of  the  number  of  meals  served  in  a  State  in  the  previous 
year,  as  opposed  to  the  number  of  seniors  that  reside  in  that  State.  Further,  NSIP 
funds  are  not  currently,  and  should  not  become,  subject  to  transfer,  expenditure  for 
administrative  costs,  or  match  requirements,  and  States  should  continue  to  have  the 
option  of  receiving  benefits  in  the  form  of  cash  or  commodities.  The  Committee 
directs  the  Under  Secretary  of  the  Food  and  Nutrition  Service  to  work  with  the 
Assistant  Secretary  for  Aging  within  DHHS  to  ensure  this  transfer  of  funding  and 
responsibilities  is  carried  out  in  a  manner  that  in  no  way  disrupts  the  delivery  of 
services  provided  by  NSIP.  The  Committee  has  maintained  access  to  commodities 
within  USDA  because  the  agency  has  both  the  infrastructure  and  the  expertise  to 
conduct  this  activity  that  is  not  available  in  AoA  and  HHS. 

Action  Taken  or  To  Be  Taken 

The  FY  2004  budget  modifies  the  proposal  in  the  FY  2003  budget  by  transfering  the 
Nutrition  Services  Incentive  Program  (NSIP)  intact  from  the  Department  of 
Agriculture  (USDA)  to  AoA.  Under  the  proposed  language  for  FY  2004,  NSIP  funds 
would  continue  to  be  allocated  on  the  basis  of  the  number  of  meals  served  in  a  State 
in  the  previous  year,  and  funds  would  continue  to  be  of  available  exclusively  for  the 
provision  of  meals  and  would  not  be  subject  to  transfer,  expenditure  for 
administrative  costs,  or  match  requirements.  Further,  the  language  maintains  the 
option  for  States  to  receive  benefits  in  the  form  of  cash  or  commodities.  Under  the 
proposal,  AoA  would  work  with  USDA  to  provide  commodities  and  to  ensure  this 
transfer  of  funding  and  responsibilities  is  carried  out  in  a  manner  that  in  no  way 
disrupts  the  delivery  of  services  provided  by  NSIP. 
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Item 

Retired  nurses,  doctors,  accountants  and  other  professionals  -  The  Committee 
has  provided  support  at  iast  year's  level  to  continue  the  pilot  project  to  test  the  best 
ways  of  using  the  skills  of  retired  nurses,  doctors,  accountants,  and  other 
professionals  to  train  other  seniors  and  to  serve  as  expert  resources  to  detect  and 
stop  Medicare  fraud,  waste  and  abuse.  The  Committee  expects  that  these  funds  will 
be  used  to  make  grants  and  that  administrative  costs  will  be  minimized.  In  addition, 
the  Committee  expects  that  an  improved  system  will  be  developed  and  implemented 
in  coordination  with  CMS  and  the  OIG  to  track  cases  referred  by  this  initiative. 

Action  Taken  or  To  Be  Taken 

During  the  past  fiscal  year,  the  Administration  on  Aging  (AoA)  funded  52  Senior 
Medicare  Patrol  Projects  for  the  purpose  of  recruiting  retired  nurses,  doctors, 
accountants,  and  other  professionals  to  train  other  seniors  and  to  serve  as  expert 
resources  to  detect  and  stop  Medicare  and  Medicaid  fraud,  waste,  and  abuse.  Over 
the  past  twelve  months,  nearly  9,000  new  volunteers  were  trained  and  more  than 
400,000  beneficiaries  were  directly  educated  by  the  retired  volunteers.  An 
additional  5  million  individuals  were  estimated  to  be  reached  through  a  variety  of 
television,  radio,  and  print  media  events.  Particular  attention  was  focused  on 
reaching  individuals  with  low  health  literacy  and  limited  English  proficiency,  as  well 
as  persons  living  in  rural  areas. 

AoA  also  launched  a  website  and  convened  a  national  conference  designed  to 
promote  consumer  awareness  and  facilitate  the  sharing  of  information  and  best 
practices  between  Medicare  and  Medicaid  beneficiaries,  the  Senior  Medicare  Patrol 
projects,  and  Federal,  State  and  local  partners.  The  website  links  seniors  to 
information  about  how  to  become  a  volunteer. 

In  total,  over  the  course  of  the  demonstration,  the  projects  have  trained  more  than 
31 ,000  volunteers  who  have  directly  educated  nearly  900,000  seniors.  As  a  result  of 
these  activities,  nearly  20,000  complaints  have  been  reported  for  further  examination 
by  the  Centers  for  Medicare  and  Medicaid  Services,  the  Office  of  Inspector  General, 
or  the  Department  of  Justice.  Approximately  1 ,800  of  these  complaints  have 
resulted  in  some  action  being  taken.  In  total,  closed  complaints  that  have  been 
tracked  to  date  have  resulted  in  the  recoupment  of  $3,008,937  in  Medicare  funds 
and  $76,621,601  for  the  Medicaid  program  and  others. 
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2000 

2001 

2002 
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Long-term  Measure: 

Rate  of  non-AoA  funds  teveraged  to  each  $1.00  of 

program  funding 

(Targets  under  development) 

Annual  Measure: 

Measure  under  development 

Efficiency  Measure: 
Measure  under  development 
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Exhibit  K 


AUTHORIZING  LEGISLATION 


2003 
Authorized 
Amount 


1 )  Home  and  Community- 
Based  Supportive  Services: 
OAA  Section  321  

2)  Nutrition: 

A)  Congregate  Nutrition 
Services:  OAA  Section  331.. 

B)  Home-Delivered  Nutrition 
Services:  OAA  Section  336.. 

C)  Nutrition  Services  Incentive 
Program:  OAA  Section  31 1 .. 

3)  Preventive  Health  Services: 
OAA  Section  361  

4)  National  Family  Caregiver 
Support  Program:  OAA 
Section  371  

A)  Innovations:  OAA 
Section  375  

B)  National  Significance: 
OAA  Section  376  

C)  Native  Americans:  OAA 
Section  631  

5)  Program  Innovations:  OAA 
Section  411  

6)  Aging  Network  Support 
Activities:  OAA  Section  201  

A)  Eldercare  Locator:  OAA 
Section  202  

B)  Pension  Counseling: 
OAA  Section  215  

7)  Grants  to  Indian  Tribes:  OAA 
Section  613  and  623  


2003 
President's 
Budget 


2004 
Authorized 
Amount 


Such  Sums  $357,000,000 

Such  Sums  $390,000,000 

Such  Sums  $178,500,000 

Such  Sums  $149,670,000 

Such  Sums  $21,562,000 

Such  Sums  $141,500,000 

[$5,440,000]  [$5,440,000] 

[$1,360,000]  [$1,360,000] 


2004 
Budget 
Request 


Such  Sums  $357,000,000 

Such  Sums  $390,000,000 

Such  Sums  $178,500,000 

Such  Sums  $149,670,000 

Such  Sums  $21,562,000 

Such  Sums  $141,500,000 
Expired  - 
Expired 


Such  Sums  [$5,500,000]  Such  Sums  [$5,500,000] 
Such  Sums  $27,837,000 


Such  Sums 
Such  Sums 
Such  Sums 


$2,379,000 

/1 
h 


Such  Sums  $25,729,000 


Such 

Sums 

Such 

Sums 

Such 

Sums 

Such 

Sums 

Such 

Sums 

$2,379,000 

h 
n 
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2003  2003  2004  2004 

Authorized         President's        Authorized  Budget 
Amount  Budget  Amount  Request 

8)  Protection  of  Vulnerable  Older 
Americans:  OAA  Section  702.. 

A)  Ombudsman:  OAA 
Section  712  

B)  Elder  Abuse:  OAA 
Section  721  

9)  Alzheimer's  Disease 
Demonstration  Grants: 


PHSA  Section  398   Expired       $11,500,000  Expired  $11,500,000 

10)  Program  Administration: 

OAA  Section  205   Such  Sums      $17,986,000  Such  Sums  $17,501,000 

1 1 )  White  House  Conference 

on  Aging:  OAA  Section  211   Such  Sums   .--  Such  Sums  $2,842t000 

Total  Request  Level   $1,341 ,344,000  $1 ,343,701 ,000 

Unfunded  Authorizations: 

1 )  Legal  Assistance:  OAA 

Section  731   Such  Sums  Such  Sums  -- 


1/  Does  not  specify  amounts  for  activities  within  the  overall  program. 


Such  Sums 
Such  Sums 
Such  Sums 


$17,681,000 
/1 
/1 


Such  Sums 
Such  Sums 
Such  Sums 


$17,681,000 

n 
h 
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APPROPRIATIONS  HISTORY  TABLE 
AGING  SERVICES  PROGRAMS 


Exhibit  L 


House  Senate 
Allowance  Allowance  Appropriation 


1995 

1995  Rescission 
1996 

1996  Rescission 
1997 

1997  Rescission 
1998 

1999 

1999  Rescission 

1 999  Transfer 

2000 

2000  Rescission 

2000  Transfer  /1 

2001 

2001  Rescission 

2001  Transfer 

2002 

2002  Rescission  12 

2003  /3 
2004 


Budget  Estimate 
to  Congress 

875,485,000 

897,148,000 

828,137,000 

838,168,000 
871,050,000 

1,048,055,000 

1,083,619,000 

1,097,718,000 

1,342,357,000 
1,343,701,000 


869,823,000 

778,246,000 

810,545,000 

815,545,000 
861,020,000 

881,976,000 

925,805,000 

1,144,832,000 
N/A 


873,662,000 

836,027,000 

830,168,000 

894,074,000 
876,050,000 

928,055,000 

954,619,000 

1,209,756,000 
N/A 


876,236,000 
-1 ,216,000 

829,320,000 
-73,000 

830,168,000 
-37,000 

865,050,000 

882,020,000 
-9,000 
-281,000 

934,285,000 
-1,437,000 
-184,000 

1,103,135,000 
-42,000 
-151,000 

1,199,814,000 
-143,000 

N/A 


1/  Reflects  two  separate  transfers  of -$121,000  and  -$63,000. 
21  Reflects  three  separate  rescissions  of  -$37,000,  -$17,000,  and  -$89,000. 
3/  Budget  Estimate  to  Congress  included  $1,013,000  for  a  legislative  proposal  related  to 
accruing  employee  health  and  retirement  benefits. 
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General  Statement 


FY  2002 
Actual 


FY  2003 
President's 
Budget 


FY  2004 
Estimate 


Increase/ 
Decrease 


BA 


$1,349,341,000  $1,341,344,000 


$1,343,701,000 


+$2,357,000 


FTE 


120 


120 


120 


The  Administration  on  Aging  (AoA)  is  requesting  a  total  funding  level  of  $1,343,701,000 
and  120  FTE  for  FY  2004,  an  increase  of  +$2,357,000  over  the  FY  2003  President's 
Budget.  The  request  maintains  current  levels  of  funding  for  core  home  and  community- 
based  services  programs,  including  nutrition  and  caregiver  services.  The  request  also 
provides  first-year  funding  for  a  White  House  Conference  on  Aging  and  supports  the 
continued  implementation  of  the  President's  Management  Agenda. 

The  request  continues  support  for  AoA's  efforts  to  better  coordinate  existing  service 
systems  and  maximize  available  resources  through  collaborations  with  other  agencies 
on  issues  affecting  seniors  and  their  families.  In  FY  2004,  AoA  will  build  on  these  efforts 
by  working  with  the  Centers  for  Disease  Control  and  Prevention  and  other  agencies  on 
a  new  Disease  Prevention  Initiative  targeted  on  diabetes,  asthma,  and  obesity.  The 
request  also  provides  continued  support  for  resource  centers  and  other  projects  that 
disseminate  information  about  aging  issues  and  help  States  and  communities  to 
integrate,  target  and  deliver  services  in  a  more  efficient  and  cost-effective  manner. 

AoA  and  the  Aging  Network 

As  the  Federal  advocacy  agency  for  the  elderly,  AoA's  mission  is  to  help  older  people 
retain  their  dignity  and  independence  and  remain  in  their  own  homes  and  communities. 
AoA  programs,  funded  under  the  Older  Americans  Act  (OAA)  and  the  Public  Health 
Service  Act,  complement,  for  a  fraction  of  the  cost,  existing  medical  and  health  care 
systems  and  support  some  of  life's  most  basic  functions:  food  for  the  undernourished; 
transportation  for  the  immobile;  respite  and  support  for  caregivers;  and  personal  care  to 
those  who  need  assistance  getting  in  and  out  of  bed,  feeding  and  bathing  themselves. 
All  Americans  age  60  and  over  are  eligible  for  services,  with  emphasis  given  to  serving 
the  disadvantaged  elderly. 

AoA  programs  are  consumer-oriented,  community-based,  and  strongly  supported  by 
volunteers.  AoA  works  in  partnership  with  a  national  aging  service  network  that 
includes  56  State  Units  on  Aging  (SUA),  655  Area  Agencies  on  Aging  (AAA),  243  Indian 
Tribal  Organizations,  and  over  29,000  public,  private  and  voluntary  direct  service 
providers  including  over  10,000  senior  centers  (more  than  half  of  which  are  "community 
focal  points"  that  coordinate  and  integrate  services  for  the  elderly).  Approximately 
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500,000  volunteers  (including  over  40%  of  AAA  staff)  work  with  the  network's  service 
providers. 

This  provider  network  renders  direct  services  to  almost  7  million  elderly  individuals  each 
year  (15%  of  the  60  plus  population),  including  approximately  3  million  registered  clients 
who  receive  intensive  in-home  services,  and  to  approximately  250,000  caregivers.  OAA 
programs  successfully  target  services  to  the  most  vulnerable  elderly.  Over  60%  of 
home-delivered  meal  recipients  are  disabled  and  need  assistance  with  activities  of  daily 
living.  Whereas  10%  of  the  elderly  population  is  poor,  approximately  30%  of  our  clients 
are  poor.  Whereas  just  under  25%  of  the  elderly  population  lives  in  rural  areas,  just 
over  30%  of  our  clients  live  in  rural  areas.  Whereas  16%  of  the  elderly  population  are 
minorities,  19%  of  our  clients  are  minorities. 

Because  OAA  home  and  community-based  social  supports  focus  on  prevention,  they 
help  delay  the  need  for  more  expensive  medical  supports  and  produce  results  at  a 
fraction  of  the  cost  of  long-term  care  institutions.  These  services  help  to: 

•  Prevent  the  institutionalization  of  vulnerable  elderly  people  through  the  1 1  million 
hours  of  personal  care  provided  each  year;  and  the  support  and  respite  services  that 
are  provided  to  over  250,000  caregivers; 

•  Prevent  immobility  by  providing  approximately  40  million  rides  each  year.  AoA 
outcome  measure  pilot  surveys  (not  national  samples)  estimate  that  20%  of 
transportation  clients  rely  on  our  services  for  all,  or  almost  all,  of  their  transportation 
needs.  Most  transportation  is  to  get  to  the  doctor  and  other  medical  appointments. 

•  Prevent  depression,  disease,  and  health  deterioration  through  the  over  250  million 
meals  that  we  provide  each  year,  which  help  participants  to  prevent  or  manage 
cardiovascular  disease,  diabetes  and  osteoporosis;  and  by  providing  physical 
activities,  medication  management,  and  the  opportunity  for  conversation  and  social 
interaction  through  our  senior  centers,  used  by  over  1.7  million  people  each  year. 

•  Prevent  debilitating  injuries  that  constitute  one  of  the  greatest  threats  to  frail  elderly 
individuals  through  over  10  million  units  of  homemaker  services,  1 .3  million  units  of 
chore  services,  and  over  10  million  units  of  adult  day  care;  and, 

•  Prevent  loss  of  independence,  financial  exploitation,  and  abuse  and  neglect  through 
1.2  million  hours  of  legal  assistance,  through  pension  counseling,  and  through  over 
13  million  information  and  referral  contacts  with  the  elderly  and  their  caregivers. 

The  statistical  average  annual  cost  for  services  provided  per  elderly  client  is 
approximately  $600  (as  reported  by  SUAs).  AoA  estimates  that  the  cost  of  providing 
OAA  services  to  a  vulnerable  individual  receiving  multiple  services,  such  as 
homemaker,  personal  care,  home-delivered  meals,  chore  services,  and  assisted 
transportation,  is  $3,000  annually.  This  is  significantly  less  than  the  approximately 
$40,880  annual  cost  of  nursing  home  care. 
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The  national  aging  network  successfully  leverages  Federal  funding  (which  on  average 
constitutes  only  a  third  of  the  total  funding  expended)  to  build  coordinated  service 
systems  at  the  State  and  local  level.  For  every  $1  of  Federal  funding,  States  and  local 
communities  leverage  an  additional  $2  from  other  sources;  for  intensive  in-home 
services,  the  ratio  is  $3  to  $1.  The  OAA  provides  flexibility  in  the  use  of  funds  to  address 
the  needs  of  consumers  at  the  local  level.  The  mandated  planning  process  starts  at  the 
local  level,  moves  to  the  State  level,  and  includes  consumer  input  at  all  levels. 

FY  2004  Budget  Request 

The  FY  2004  request  of  $1 ,343,701 ,000  maintains  the  levels  of  funding  appropriated  in 
FY  2002  and  requested  in  FY  2003  for  AoA's  core  nutrition,  home  and  community- 
based  supportive  services,  caregiver  services,  preventive  health,  and  Native  American 
programs.  AoA  will  work  closely  with  its  stakeholders  and  aging  network  partners  to 
maintain  current  levels  of  service  in  FY  2004.  The  request  also  provides  continued 
funding  at  current  levels  for  long-term  care  ombudsmen,  pension  counseling,  the 
eldercare  locator,  prevention  of  elder  abuse  and  neglect,  and  the  development  and 
testing  of  effective  models  for  caring  for  those  with  Alzheimer's  disease. 

The  FY  2004  budget  continues  to  propose  the  transfer  of  funding  for  the  Nutrition 
Services  Incentive  Program  (NSIP)  from  the  Department  of  Agriculture  (USDA)  to  AoA. 
However,  in  response  to  feedback  from  our  State  and  aging  network  partners,  the  FY 
2004  proposal  has  been  modified  such  that  it  transfers  the  program  intact  from  USDA  to 
AoA.  Funds  will  continue  to  be  distributed  via  the  current  USDA  formula  which  is  based 
on  the  number  of  meals  served  in  the  prior  year.  AoA  will  work  with  USDA  to  ensure 
that  States  that  wish  to  receive  commodities  in  lieu  of  cash  may  continue  to  do  so. 

The  President's  budget  also  continues  support  for  Program  Innovation  projects  that 
develop,  initiate,  and  test  promising  practices  that  the  aging  network  can  use  to  more 
effectively  support  older  persons  and  their  families.  One  way  AoA  has  maximized  the 
value  of  these  resources  and  sought  to  better  coordinate  existing  services  and  systems 
is  by  building  partnerships  with  other  Federal  agencies,  both  inside  and  outside  of  HHS, 
as  well  as  with  non-Federal  entities.  Some  examples  of  these  collaborations  include: 

•   Systems  Change:  AoA  is  working  with  the  Centers  for  Medicare  and  Medicaid 

Services  (CMS),  the  Assistant  Secretary  for  Planning  and  Evaluation,  the  Substance 
Abuse  and  Mental  Health  Services  Administration,  and  other  HHS  agencies  on 
efforts  to  help  States  redirect  and  integrate  their  systems  of  care  to  respond  to  older 
people's  preference  for  care  in  the  community.  These  efforts  include  collaborating  on 
research  projects  to  identify  State  trends  in  long  term  care  and  to  develop  case 
studies  on  flexible  service  models  that  have  been  used  by  States  to  create  more 
community  options  for  older  people;  ensuring  that  the  aging  services  network  is 
involved  in  the  Real  Choice  Systems  Change  Grants  initiative;  evaluating  projects 
that  promote  "Aging  In  Place";  and  promoting  the  use  of  Medicaid  waivers  and 
Consumer  Directed  Care  models. 
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•  Aaing  States  Project:  AoA  is  working  with  the  Centers  for  Disease  Control  and 
Prevention  (CDC)  to  enhance  communication  and  coordination  between  State  Units 
on  Aging  and  State  Health  Departments,  and  collaborating  on  a  health  promotion 
project  targeting  older  adults.  AoA  and  CDC  pooled  resources  to  support 
demonstration  projects  that  promote  physical  activity,  walking  programs,  and 
improved  diet  consistent  with  the  President's  Healthier  US  initiative;  provide 
enhanced  information  on  health  promotion  and  physical  activity  to  older  individuals; 
and  establish  new  statewide  public  health  and  aging  network  partnerships. 

•  USA  on  the  Move:  As  part  of  the  President's  Healthier  US  Initiative,  AoA  is  working 
in  partnership  with  the  National  Policy  and  Resource  Center  on  Nutrition  and  Aging 
to  develop  the  USA  on  the  Move:  Steps  to  Healthy  Aging  initiative.  This  initiative  is 
designed  to  improve  nutrition  and  physical  activity  in  older  adults  by  working  with 
State  Units  on  Aging  and  local  partners  to  disseminate  information  about  simple  and 
low  cost  ways  to  eat  healthier  and  by  promoting  the  use  of  step  counters  to  inspire 
older  adults  to  walk  more. 

•  Quality  of  Care:  AoA  and  CMS  partnered  to  involve  the  Long-Term  Care 
Ombudsmen  program  in  CMS'  Nursing  Home  Quality  Indicator  Initiative  (Ql).  The 
goal  of  the  Ql  initiative  is  to  help  consumers  make  informed  nursing  home  placement 
and  quality  care  decisions  by  providing  them  with  objective  indicators  they  can  use 
to  compare  the  quality  of  care  in  different  nursing  home  facilities.  The  AoA/CMS 
partnership  capitalizes  on  the  vast  experience  of  the  over  8,000  certified  volunteer 
ombudsmen  who  help  consumers  make  decisions  about  nursing  home  placement 
and  quality  of  care. 

•  Transportation:  AoA  and  the  Federal  Transit  Administration  are  partnering  to 
increase  coordination  of  transportation  services  for  older  adults.  Transportation  is  a 
key  to  helping  older  people  remain  independent  and  in  the  community.  The 
partnership  involves  collaboration  in  five  areas:  public  awareness  and  outreach,  data 
collection,  technical  assistance,  stakeholder  input,  and  promoting  coordinated 
planning  and  funding  at  the  State  and  local  level.  Activities  will  focus  on 
disseminating  information  on  "promising  practices"  in  coordinated  transportation 
services  for  the  elderly,  as  well  as  conducting  regional  technical  assistance  sessions 
for  State  governments  to  promote  models  and  approaches  for  coordinating 
transportation  resources  at  tne  State  level  and  local  level. 

AoA  will  build  on  these  collaborations  in  FY  2004  by  working  with  CDC  and  other 
agencies  to  support  a  new  Department-wide  Disease  Prevention  initiative  targeted  on 
diabetes,  asthma,  and  obesity.  Research  reveals  that  these  diseases  are  growing 
problems  for  older  adults.  For  instance:  15%-23%  of  the  adults  over  60  are  obese; 
diabetes  is  the  sixth  leading  cause  of  death  for  persons  aged  65  years  or  older;  and  2 
million  people  age  65  and  older  have  asthma.  AoA  will  work  with  CDC  and  others  to 
support  competitive  education  and  health  promotion  grants  in  nutrition,  diabetes,  and 
asthma  which  target  older  individuals,  including  an  emphasis  on  reaching  out  to  ethnic 
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and  minority  elders  with  high  incidences  of  chronic  illnesses. 

Program  Innovations  funding  also  provides  ongoing  support  for  a  number  of  national 
resource  centers  that  assist  State  and  Area  Agencies  with  information,  technical 
assistance,  and  services  focused  on  specific  aging  issues.  In  FY  2004,  AoA  will  use 
existing  resources  to  refocus  current  efforts  to  develop  citizen-centered  systems  of  long- 
term  care  and  make  better  use  of  funds  by  promoting  and  supporting  the  establishment 
of  Aging  "One-Stop  Shop"  Centers.  The  goal  of  this  effort  will  be  to  eliminate  the 
confusion  and  frustration  people  now  face  by  serving  as  a  visible  and  trusted  resource 
where  people  can  obtain  objective  information  about  their  long-term  care  options.  It  will 
also  provide  information  on  best-practices  and  assist  States  to  replicate  the  significant 
strides  that  a  handful  of  States,  such  as  Colorado,  Oregon,  Texas,  Vermont, 
Washington,  and  Wisconsin,  have  made  in  creating  more  citizen-centered  systems  of 
care  by  reducing  nursing  home  expenditures  and  increasing  community-based  choices 
while  containing  costs. 

The  FY  2004  request  also  includes  $2,842,000  in  three-year  funding  to  cover  start-up 
costs  for  a  White  House  Conference  on  Aging.  White  House  Conferences  on  Aging 
have  served  as  catalysts  for  the  development  of  aging  policy  for  the  past  40  years  and 
have  prompted  the  development  of  many  of  the  programs  that  represent  America's 
commitment  to  the  elderly.  The  recommendations  made  by  these  conferences  have 
resulted  in  improvements  in  the  programs  which  assist  seniors  and  their  families  and 
have  led  to  better  quality  of  life  for  older  Americans. 

Finally,  the  FY  2004  request  reflects  the  President's  commitment  to  improving  program 
management.  Built  into  the  request  of  $17,501,000  for  Program  Administration  is  an 
increase  of  $247,000  to  partially  offset  the  cost  of  projected  pay  increases.  The  request 
maintains  the  FTE  level  at  120  in  FY  2004. 

President's  Management  Agenda 

AoA  is  committed  to  advancing  the  President's  Management  Agenda  (PMA)  and  has 
established  measurable  performance  goals  in  each  of  the  five  identified  areas.  These 
goals  are  included  in  the  Government  Performance  and  Results  Act  (GRPA) 
performance  plan  and  are  consistent  with  the  requirements  of  the  PMA  and  the  interests 
and  needs  of  HHS  for  management  improvement.  AoA  has  already  taken  s  number  of 
steps  to  implement  the  PMA: 

•   Strategic  Management  of  Human  Capital:  AoA  has  implemented  a  restructuring 
plan  that  reduces  the  organizational  structure  to  three  layers  and  reduces  the 
number  of  supervisory  positions  without  displacing  employees.  Along  with  these 
changes,  AoA  has  achieved  two  additional  measurable  goals:  reducing  the  average 
grade  to  less  than  13.4  (mathematical  average,  not  step),  and  increasing  the  ratio  of 
employees  to  supervisors  to  better  than  4.8  to  1.  Consistent  with  the  restructuring 
plan,  AoA  will  develop  a  recruitment  and  retention  plan  that  carries  such 
achievements  into  the  future  while  filling  skill  gaps  in  critical  program  areas. 
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Competitive  Sourcinq:  AoA  has  a  rich  tradition  of  competitively  sourcing  many 
aspects  of  both  administrative  and  program  support.  AoA  leverages  resources  by 
outsourcing  most  administrative  functions  including  human  resources,  financial 
management,  and  acquisitions.  In  FY  2002,  AoA  began  the  process  of  competitively 
sourcing  many  of  our  public  inquiry  information  resources  functions. 

Improved  Financial  Performance:  Although  not  required  to  do  so  by  the  Chief 
Financial  Officers  Act,  AoA  has  subjected  its  financial  statements  to  audits  for  the 
past  two  years.  In  both  years,  AoA  received  a  clean  opinion  and  no  material 
weaknesses  were  identified.  These  two  measurable  elements  are  the  principal  PMA 
objectives  for  financial  performance.  In  future  years  AoA  will  participate  in 
Departmental  "top-down"  audits.  AoA  is  also  a  full  partner  in  the  HHS  effort  to 
develop  a  Unified  Financial  Management  System  (UFMS). 

Expanded  E-Government:  In  concert  with  HHS'  lead  role  in  the  Federal 
government's  E-Grants  process,  AoA  has  initiated  work  to  apply  E-Govemment 
solutions  to  its  grants  processing  efforts,  and  will  continue  to  work  with  State  and 
local  government  entities  to  leverage  such  technologies  for  the  submission  of  grant 
applications  and  detailed  program  information  requirements.  As  a  result  of  this  key 
E-Govemment  effort,  AoA  began  processing  electronic  applications  for  grants  and 
cooperative  agreements  in  FY  2002.  AoA  is  also  a  member  of  the  HHS  Small 
OPD1V  IT  Consolidation  Consortium  and  will  continue  to  work  with  the  Department 
on  E-Government  initiatives,  including  the  24  government-wide  initiatives  identified 
as  supporting  the  President's  Management  Agenda. 

Budget  and  Performance  Integration:  AoA  has  developed  a  comprehensive  GPRA 
plan  that  addresses  the  goals  and  objectives  of  its  program  areas  and  exhibits 
strong  linkages  to  the  budget  request.  The  plan  reduces  the  overall  number  of 
measures  by  15%  while  increasing  the  number  of  outcome  measures  (to  75%  of  the 
total  number  of  measures).  AoA  began  conducting  six  national  surveys  in  2002  to 
specifically  measure  program  performance  outcomes  under  GPRA. 
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Home  and  Community-Based  Supportive  Services 

Authorizing  Legislation:  Section  321  of  the  Older  Americans  (OAA)  Act  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$356,981,000 

$357,000,000 

$357,000,000 

Home  and  Community-Based  Supportive  Services  programs  support  a  variety  of 
activities  that  enable  older  Americans  to  remain  in  their  homes  and  communities, 
including  transportation  services,  information  and  assistance,  personal  care 
services,  and  other  supporting  services  provided  through  senior  centers  and 
other  community-based  settings.  This  program  helps  to  ensure  that  older 
Americans  receive  the  services  they  need  to  remain  independent. 

Rationale  for  the  Request 

The  FY  2004  request  for  Home  and  Community-Based  Supportive  Services  (HCBSS)  is 
$357,000,000,  which  maintains  the  resource  level  requested  in  the  FY  2003  President's 
budget.  This  funding,  along  with  continued  leveraging  of  funds  at  the  State  and  local 
levels,  should  allow  aging  service  providers,  including  senior  centers  which  serve  as 
community  focal  points  to  coordinate  and  integrate  services  for  the  elderly,  to  maintain 
current  levels  of  service. 

The  number  of  older  Americans  is  growing,  and  the  population  age  85  and  over  is 
growing  faster  than  any  other  age  cohort.  Most  of  these  older  individuals  want  to  live 
independently  in  their  homes  and  communities.  Yet  nearly  2.2  million  elders  have 
severe  long-term  disabilities  and  require  assistance  with  activities  of  daily  living  in  order 
to  avoid  costly  institutionalization.  Compounding  these  needs,  recent  trends  including 
earlier  discharge  from  medical  centers,  increased  use  of  outpatient  and  ambulatory 
care,  and  an  increased  reliance  upon  assistive  medical  technology  often  also  result  in 
older  persons  needing  post-acute  assistance  in  their  own  homes.  The  May  1999 
General  Accounting  Office  report,  Adults  with  Severe  Disabilities:  Federal  and  State 
Approaches  for  Personal  Care  and  Other  Sen/ices,  states  "obtaining  personal  care  on 
what  is  often  a  daily  basis  is  critical  for  avoiding  institutionalization....  without  help  from 
family,  friends,  or  public  programs,  affording  such  assistance  may  be  problematic". 

Across  the  nation,  and  particularly  in  rural  areas,  aging  service  providers  and  older 
Americans  alike  emphasize  the  importance  of  transportation  services  in  enabling  elders 
to  remain  in  their  own  homes  and  communities.  AARP's  Community  Transportation 
Survey  states  that  "86%  of  non-drivers  report  they  do  not  use  public  transportation.... 
50%  of  non-drivers  say  they  cannot  walk  to  a  bus  stop  and  53%  of  non-drivers  say  they 
cannot  walk  to  a  grocery  store".  HCBSS  programs  provide  for  transportation  services 


21 


1928 


which  support  one  of  life's  most  fundamental  activities  -  mobility.  Without  transportation 
assistance,  many  older  Americans  are  not  able  to  see  their  doctors,  get  prescriptions 
filled,  shop  for  groceries,  or  conduct  other  activities  of  daily  living  essential  for 
independence  and  well-being. 

Information  and  referral,  another  critical  community-based  access  service,  is  the 
gateway  to  programs  and  services  for  America's  elderly.  Over  13  million  seniors,  family 
members,  and  friends  received  service  and  program  information  in  FY  2001. 
Information  and  referral  services  empower  individuals  to  make  informed  choices  about 
their  care,  reduce  abuse  of  the  system  by  making  it  easier  for  consumers  to  access 
information,  and  save  money  by  delaying  or  eliminating  seniors'  need  to  access  other 
costlier  forms  of  care. 

HCBSS  programs  also  support  a  variety  of  activities  that  enable  older  Americans  to 
remain  in  their  homes  and  communities.  Personal  care  services  offer  in-home 
assistance  to  persons  with  the  inability  to  perform  one  or  more  of  the  following  activities 
of  daily  living:  eating,  dressing,  bathing,  toileting,  transferring  in  and  out  of  bed/chair  or 
walking.  Homemaker  services  provide  assistance  to  persons  with  the  inability  to 
perform  one  or  more  of  the  following  instrumental  activities  of  daily  living:  preparing 
meals,  shopping  for  personal  items,  managing  money,  using  the  telephone  or  doing 
light  housework.  Chore  services  provide  assistance  to  persons  having  difficulty  with 
one  or  more  of  the  following  instrumental  activities  of  daily  living:  heavy  housework, 
yard  work  or  sidewalk  maintenance.  Adult  day  care/adult  day  health  services  provide 
personal  care  for  dependent  adults  in  a  supervised,  protective,  congregate  setting 
during  some  portion  of  a  twenty-four  hour  day.  Finally,  case  management  services 
provide  assistance  in  circumstances  where  an  older  person  or  their  caregiver  is 
experiencing  diminished  functioning  capacities,  personal  conditions  or  other 
characteristics  that  require  services  by  formal  service  providers.  Activities  of  case 
management  include  assessing  needs,  developing  care  plans,  authorizing  services, 
arranging  services,  coordinating  the  provision  of  services  among  providers,  follow-up, 
and  reassessment,  as  required. 

A  Program  Assessment  Rating  Tool  (PART)  review  which  included  this  program  was 
conducted  and  helped  to  inform  the  FY  2004  budget  policy.  A  summary  of  the  PART 
assessment  appears  on  page  1 1 .  Additional  information  about  performance  outcomes 
for  this  program  is  included  in  the  GPRA  performance  plan  and  report  which 
accompanies  this  budget  request.  The  GPRA  plan  reflects  a  number  of  the  corrective 
actions  sought  in  the  PART  assessment  including  the  identification  of  measurable 
strategic  goals,  the  identification  of  more  challenging  performance  targets,  and  the 
presentation  of  initial  outcome  data. 

Purpose  and  Method  of  Operations 

Formula  grants  are  allocated  to  States  based  on  their  share  of  the  population  aged  60 
and  over.  States  provide  funds  to  Area  Agencies  on  Aging,  that  in  turn  fund  local 
agencies  and  service  providers.  HCBSS  enable  older  adults  to  remain  as  independent 
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as  possible  while  residing  in  their  homes  and  communities.  Three  categories  of 
services  are  funded: 

•  Access  Sen/ices:  such  as  transportation,  information  and  referral,  case 
management,  escort  and  outreach.  Transportation  is  one  of  the  most  used  -  and 
most  needed  -  services,  with  nearly  40  million  one-way  trips  provided  in  FY  2001. 

•  In-Home  Services:  including  chore,  homemaker,  personal  care,  home  repair  and 
rehabilitation  services.  Over  22  million  hours  of  homemaker  and  personal  care 
services,  including  assistance  with  cooking,  bathing,  and  eating  were  provided  to 
approximately  260,000  older  persons  in  FY  2001 . 

•  Community  Services:  including  adult  day  care,  health  promotion  and  fitness 
programs.  Over  10  million  hours  of  adult  day  care  were  provided  to  over  45,000 
older  Americans  in  FY  2001. 

In  FY  2001 ,  nearly  seven  million  clients  (both  registered  and  unregistered  persons 
receiving  both  registered  and  unregistered  services)  were  served  through  the  aging 
network.  Three  million  of  these  elderly  individuals  are  registered  clients  receiving 
intensive  in-home  services,  including  meals,  from  the  aging  network. 

Of  the  almost  seven  million  clients,  almost  30%  had  incomes  below  the  poverty  level, 
almost  19%  were  minority  elders,  and  approximately  30%  lived  in  rural  areas.  The 
GPRA  performance  plan  and  report  that  accompanies  this  budget  request  provides 
additional  information  about  the  aging  network's  efforts  to  target  funding  to,  and 
coordinate  an  array  of  services  for,  the  most  vulnerable  older  individuals. 

Funding  for  Home  and  Community-Based  Supportive  Services  during  the  past  five 
years  is  as  follows: 


FY  1999  $309,957,000 

FY  2000  $310,020,000 

FY  2001   $325,057,000 

FY  2002  $356,981,000 

FY  2003  $357,000,000 
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National  Family  Caregiver  Support  Program 


Authorizing  Legislation:  Sections  371  and  631  of  the  Older  Americans  Act  (OAA) 
of  1965,  as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$141,492,000 

$141,500,000 

$141,500,000 

Families,  not  social  service  agencies  or  government  programs,  are  the  major 
providers  of  long-term  care  in  this  country.  Estimates  of  the  number  of 
caregivers  of  elderly  individuals  run  between  7  million  and  55  million.  Informal 
caregivers  {spouses,  adult  children,  other  relatives,  and  friends)  assist  95%  of 
disabled  older  persons  who  need  help  to  live  in  the  community  and  are  the  sole 
source  of  assistance  for  almost  two-thirds  of  these  older  persons.  This  informal 
care,  if  provided  by  home  care  aides,  would  cost  $257  billion  per  year. 

Rationale  for  the  Request 

The  FY  2004  request  for  the  National  Family  Caregiver  Support  Program  {NFCSP)  is 
$141,500,000,  which  maintains  the  resource  level  requested  in  the  FY  2003  President's 
budget.  Of  this  total,  $5,500,000  is  maintained  for  the  Native  American  Caregiver 
Support  Program.  This  funding,  along  with  continued  leveraging  of  funds  at  the  State 
and  local  levels,  should  allow  States  to  maintain  current  levels  of  service. 

Family  caregivers  provide  an  invaluable  resource  to  their  loved  ones  as  well  as  to 
America.  AoA  is  leading  the  Department's  efforts  to  assist  caregivers  and  provide  them 
with  resources  in  their  communities.  Families,  not  social  service  agencies,  nursing 
homes,  or  government  programs,  are  the  mainstay  of  long-term  care  for  older  persons 
in  the  United  States.  A  study  in  the  journal  Health  Affairs  valued  the  contribution  of 
America's  caregivers  to  the  nation  at  $257  billion  annually.  Caregiver  services 
significantly  reduce  costs  to  Medicare,  Medicaid,  and  private  payers.  The  NFCSP,  for  a 
minimal  cost,  provides  information,  assistance,  counseling,  respite,  and  supplemental 
services  that  support  the  efforts  of  America's  caregivers.  This  support  allows  the 
caregiver's  loved  one  to  remain  at  home  for  as  long  as  possible. 

Changing  aspects  of  our  society  such  as  increased  population  longevity  and  different 
family  patterns  are  placing  greater  pressure  on  caregivers.  Lengthening  life  spans 
mean  that  the  population  age  85  and  over  has  grown  and  will  continue  to  grow  faster 
than  any  other  population  cohort,  increasing  by  50  percent  from  1996  to  2010.  With 
advanced  age  comes  an  increase  in  chronic  disease  leading  to  significantly  higher 
disability  levels  and  therefore  greater  need  for  assistance. 
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While  the  U.S.  population  is  aging,  the  structure  of  the  American  family  continues  to 
evolve.  More  women  are  in  the  workforce,  making  it  more  difficult  for  them  to  be 
available  as  caregivers;  family  mobility  has  increased,  thus  geographically  separating 
older  family  members  from  younger  ones;  and  family  size  has  decreased,  resulting  in 
fewer  adult  children  being  available  to  serve  as  caregivers.  Thus,  fewer  family 
members  will  increasingly  share  caregiving  responsibilities.  Research  has  shown  that 
providing  care  to  older  persons  exacts  a  heavy  emotional,  physical  and  financial  toll. 

•  Half  of  all  caregivers  of  older  persons  are  over  the  age  of  65,  and  thus  are 
vulnerable  to  a  decline  in  their  own  health.  In  fact,  one-third  of  caregivers  of  older 
persons  describe  their  own  health  as  fair  to  poor; 

•  Because  primary  caregivers  are  emotionally  strained,  they  have  a  high  rate  of 
depression.  Numerous  studies  show  that  caregivers  are  significantly  more 
depressed  than  age-matched  controls  in  the  general  population; 

•  Almost  one-third  of  caregivers  are  employed  full-time,  and  most  of  these  caregivers 
have  experienced  conflicts  that  require  them  to  rearrange  their  work  schedules,  work 
fewer  hours  or  take  an  unpaid  leave  of  absence. 

Research  also  indicates  that  informal  caregiving  supports  have  a  significant  impact  on 
the  status  of  caregivers  and  delay  the  need  for  nursing  home  services.  For  example,  a 
recent  NIH  study,  Stress  Reduction  for  Family  Caregivers:  Effects  of  Adult  Day  Care 
Use,  found  that  the  provision  of  adult  day  care  not  only  reduces  caregiver  stress  but 
delays  institutionalization  of  the  care  recipient.  Another  recent  study,  Intervention  to 
Delay  Nursing  Home  Placement  of  Patients  with  Alzheimer's  Disease,  indicates  that 
counseling  and  support  for  caregivers  of  individuals  with  Alzheimer's  disease  can  permit 
the  care  recipient  to  stay  at  home  an  additional  year  before  being  admitted  to  a  nursing 
home. 

Until  FY  2001 ,  the  first  year  of  the  NFCSP,  public  financing  had  been  directed  primarily 
to  support  formal  services  for  older  individuals.  It  had  not  provided  an  organized 
response  to  help  maintain  and  sustain  the  efforts  of  caregivers. 

A  Program  Assessment  Rating  Tool  (PART)  review  which  included  this  program  was 
conducted  and  helped  to  inform  the  FY  2004  budget  policy.  A  summary  of  the  PART 
assessment  appears  on  page  11.  Additional  information  about  performance  outcomes 
for  this  program  is  included  in  the  GPRA  performance  plan  and  report  which 
accompanies  this  budget  request.  The  GPRA  plan  reflects  a  number  of  the  corrective 
actions  sought  in  the  PART  assessment  including  the  identification  of  measurable 
strategic  goals,  the  identification  of  more  challenging  performance  targets,  and  the 
presentation  of  initial  outcome  data. 
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Purpose  and  Method  of  Operations 

In  FY  2004,  the  NFCSP  includes  two  components:  $136,000,000  for  formula  grants  to 
States  as  authorized  under  Title  lll-E  of  the  Older  Americans  Act,  and  $5,500,000  for 
the  Native  American  Caregiver  Support  Program  as  authorized  under  Title  Vl-C  of  the 
Older  Americans  Act.  Consistent  with  the  authorizing  legislation,  no  funding  is  set  aside 
in  FY  2004  for  either  Competitive  Grants,  Demonstrations,  and  Research  or  Activities  of 
National  Significance. 

Formula  grant  funds  are  distributed  to  States  and  Tribes  based  on  their  share  of  the 
population  aged  60  and  over.  The  NFCSP  establishes  a  multifaceted  support  system  in 
each  State  for  family  caregivers.  All  States  have  put  in  place  five  basic  system 
components: 

•  Individualized  information  on  available  resources  to  support  caregivers; 

•  Assistance  to  families  in  locating  services  from  a  variety  of  private  and  voluntary 
agencies; 

•  Caregiver  counseling,  training  and  peer  support  to  help  them  better  cope  with  the 
emotional  and  physical  stress  of  dealing  with  the  disabling  effects  of  a  family 
member's  chronic  condition; 

•  Respite  care  provided  in  the  home,  an  adult  day  care  center  or  over  a  weekend  in  a 
nursing  home  or  residential  setting  such  as  an  assisted  living  facility;  and 

•  Limited  supplemental  services  to  fill  service  gaps  that  cannot  be  filled  in  any  other 
manner. 

In  these  early  years  of  program  implementation,  AoA  has  focused  on  the  fundamental 
need  to  identify  and  provide  services  to  caregivers.  Preliminary  data  provided  to  AoA  by 
State  agencies  indicates  that  the  network  has  exceeded  the  legislative  target  of  serving 
250,000  caregivers  in  FY  2002.  Preliminary  estimates  indicate  that  States  have 
provided  direct  services  to  a  minimum  of  275,000  caregivers  in  FY  2002.  The  GPRA 
performance  plan  and  report  that  accompanies  this  budget  request  provides  additional 
information  about  the  aging  network's  efforts  to  increase  the  numbers  of  caregivers 
served  and  improve  the  quality  of  services  provided. 

Funding  for  the  National  Family  Caregiver  Support  Program  during  the  past  three  years 
is  as  follows: 

FY  2001   $124,981,000 

FY  2002  $141,492,000 

FY  2003  $141,500,000 
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Congregate  Nutrition  Services 

Authorizing  Legislation:  Section  331  of  the  Older  Americans  (OAA)  Act  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$390,000,000 

$390,000,000 

$390,000,000 

Millions  of  older  adults  are  malnourished.  Adequate  nutrition  is  essential  for 
healthy  aging  and  the  prevention  or  delay  of  chronic  disease  and  disease-related 
disabilities.  Congregate  nutrition  services  significantly  improve  participants' 
health  and  prevent  more  costly  interventions.  In  addition,  congregate  nutrition 
services  allow  older  people  the  opportunity  to  engage  in  social  activities  that 
contribute  to  their  well-being. 

Rationale  for  the  Request 

The  FY  2004  request  for  Congregate  Nutrition  Services  is  $390,000,000,  which 
maintains  the  resource  level  requested  in  the  FY  2003  President's  budget.  This 
funding,  along  with  continued  leveraging  of  funds  at  the  State  and  local  levels,  should 
allow  States  to  continue  to  serve  the  same  number  of  meals  to  at-risk  elders. 

Scientific  evidence  indicates  that  adequate  nutrition  is  necessary  to  maintain  cognitive 
and  physical  functioning,  to  reduce  chronic  disease  and  disease-related  disability,  and 
to  sustain  a  good  quality  of  life.  However,  millions  of  older  adults  lack  access  to 
adequate  amounts  and  quality  of  food  necessary  to  sustain  health  and  decrease  the  risk 
of  disability.  Provision  of  congregate  meals  helps  to  improve  overall  health  status  and 
to  prevent  older  adults  from  having  to  choose  between  food  and  medications. 

Researchers  have  concluded  that  individuals  of  any  age  can  improve  their  health  status 
and  reduce  the  risk  of  disability  if  they  institute  lifestyle  changes  such  as  improved 
dietary  habits.  The  Surgeon  General's  Call  to  Action  to  Prevent  and  Decrease 
Overweight  and  Obesity  2001  summarizes  the  health  risks  associated  with  being 
overweight  or  obese,  including  increased  risk  of  diabetes,  heart  disease,  stroke, 
hypertension,  gallbladder  disease,  osteoarthritis,  cancer,  and  high  blood  cholesterol. 
Changing  lifestyle  behaviors  in  the  areas  of  nutrition  and  physical  activity  can  help 
reduce  weight  and  decrease  the  risk  of  these  chronic  diseases.  Serving  Elders  at  Risk, 
a  national  evaluation  of  AoA  nutrition  programs,  indicates  that  congregate  nutrition 
programs  are  effective  in  improving  nutritional  status,  as  well  as  in  increasing  social 
interaction,  thereby  improving  overall  health  of  participants.  The  congregate  nutrition 
program  provides  an  opportunity  to  implement  interventions  to  address  these  issues 
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through  healthy  meals,  nutrition  education  and  counseling  and  linkages  to  physical 
activity  programs. 

The  congregate  meals  program  serves  older  adults  who  are  at  higher  risk  than  the 
overall  older  population.  It  is  the  primary  source  of  food  and  nutrients  for  many 
participants,  and  it  presents  opportunities  for  active  social  engagement  and  meaningful 
volunteer  roles.  Nutrition  services  are  an  essential  part  of  health  promotion  and  disease 
prevention  activities  and  thereby  contribute  to  the  achievement  of  several  Departmental 
initiatives,  including  the  Healthy  People  2010  goal  of  increasing  the  quality  and  years  of 
healthy  life. 

A  Program  Assessment  Rating  Too!  (PART)  review  which  included  this  program  was 
conducted  and  helped  to  inform  the  FY  2004  budget  policy.  A  summary  of  the  PART 
assessment  appears  on  page  1 1 .  Additional  information  about  performance  outcomes 
for  this  program  is  included  in  the  GPRA  performance  plan  and  report  which 
accompanies  this  budget  request.  The  GPRA  plan  reflects  a  number  of  the  corrective 
actions  sought  in  the  PART  assessment  including  the  identification  of  measurable 
strategic  goals,  the  identification  of  more  challenging  performance  targets,  and  the 
presentation  of  initial  outcome  data. 

Purpose  and  Method  of  Operations 

Formula  grants  are  allocated  to  States  based  on  their  share  of  the  population  aged  60 
and  over.  States  provide  funds  to  Area  Agencies  on  Aging,  that  in  turn  fund  local 
agencies  and  service  providers. 

Congregate  meals  comply  with  the  Dietary  Guidelines  for  Americans  and  provide  a 
minimum  of  33%  of  the  Recommended  Dietary  Allowances  (RDA),  as  established  by 
the  Food  and  Nutrition  Board  of  the  institute  of  Medicine  of  the  National  Academy  of 
Sciences.  Emerging  scientific  evidence  now  relates  specific  nutrient  intake  not  only  to 
preventing  deficiency  and  maintaining  physical  and  cognitive  functioning  but  also  to 
preventing  disease  and  promoting  health.  Although  meals  are  the  core  service,  nutrition 
programs  also  provide  related  services  such  as  nutrition  screening,  assessment, 
education,  and  counseling. 

Priority  for  the  receipt  of  nutrition  services  is  given  to  those  who  are  in  greatest 
economic  or  social  need  with  particular  attention  to  older  adults  who  are  low-income, 
minority,  or  reside  in  rural  areas.  Serving  Eiders  at  Risk  found  that  the  congregate 
nutrition  program  serves  older  adults  who  are  poorer,  older,  more  likely  to  live  alone,  are 
in  poorer  health,  poorer  nutritional  status,  more  functionally  impaired,  and  more  likely  to 
be  minorities  than  the  general  U.S.  population.  More  recent  program  data  shows  that 
the  program  serves  a  greater  proportion  of  rural  elders  then  is  reflected  in  the  general 
older  population.  State  data  for  FY  2001  indicate  that  approximately  112  million  meals 
were  served  to  older  Americans. 
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There  is  substantial  private  sector,  State,  and  local  community  financial  and  volunteer 
support  in  the  Congregate  Nutrition  Program.  Although  there  are  no  fees  or  charges  for 
participation  in  this  program,  older  persons  are  encouraged  to  contribute  by  being 
volunteers  and  by  offering  financial  support  to  help  defray  the  cost  of  services.  The 
GPRA  performance  plan  and  report  that  accompanies  this  budget  request  provides 
additional  information  about  the  aging  network's  efforts  to  target  services  to  individuals 
at  greatest  need  and  leverage  funding  from  non-federal  sources. 

Funding  for  Congregate  Nutrition  Services  during  the  past  five  years  is  as  follows: 


FY  1999  $374,261,000 

FY  2000  $374,336,000 

FY  2001   $378,356,000 

FY  2002  $390,000,000 

FY  2003  $390,000,000 
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Home-Delivered  Nutrition  Services 


Authorizing  Legislation:  Section  336  of  the  Older  Americans  (OAA)  Act  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budaet 

Estimate 

Decrease 

BA 

$176,500,000 

$178,500,000 

$178,500,000 

Millions  of  older  adults  are  malnourished.  Adequate  nutrition  is  essential  for 
healthy  aging  and  the  prevention  or  delay  of  chronic  disease  and  disease-related 
disabilities.  Home-delivered  meals  enable  older  adults  to  avoid  or  delay  costly 
institutionalization,  allowing  them  to  stay  in  their  homes  and  communities. 

Rationale  for  the  Request 

The  FY  2004  request  for  Home-Delivered  Nutrition  Services  is  $178,500,000,  which 
maintains  the  resource  level  requested  in  the  FY  2003  President's  budget.  This 
funding,  along  with  continued  leveraging  of  funds  at  the  State  and  local  levels,  should 
allow  States  to  continue  to  serve  the  same  number  of  meals  to  at-risk  elders  in  their 
homes. 

Scientific  evidence  indicates  that  adequate  nutrition  is  necessary  to  maintain  cognitive 
and  physical  functioning,  to  reduce  chronic  disease  and  disease-related  disability,  and 
to  sustain  a  good  quality  of  life.  However,  millions  of  older  adults  lack  access  to  the 
quantity  and  quality  of  food  necessary  to  maintain  health  and  to  decrease  the  risk  of 
disability.  Provision  of  home-delivered  meals  helps  to  improve  overall  health  status  and 
to  prevent  older  adults  from  having  to  choose  between  food  and  medications. 

Half  of  all  persons  age  85  and  over  are  in  need  of  assistance  with  activities  of  daily 
living,  including  obtaining  and  preparing  food.  Recipients  of  home-delivered  meals  are 
typically  older  persons  who  live  alone,  have  annual  incomes  below  $10,000,  and  have 
multiple  chronic  health  conditions.  According  to  Serving  Elders  at  Risk,  a  national 
evaluation  of  AoA  nutrition  programs,  home-delivered  nutrition  services  successfully 
target  seniors  who  are  older,  poorer,  more  likely  to  live  alone,  more  likely  to  live  in  rural 
areas,  more  likely  to  be  minorities,  are  sicker,  more  functionally  impaired,  and  at  higher 
nutritional  risk  than  those  in  the  general  US  population. 

With  advanced  age  comes  an  increase  in  chronic  diseases  and  disease-related 
disabilities,  many  of  which  are  nutrition  related.  Home-delivered  nutrition  services  play 
an  important  role  in  treating  and  managing,  and  in  delaying  the  onset  of,  chronic 
disease  and  disease-related  disability.  In  addition,  home-delivered  meals  provide  an 
essential  service  to  many  caregivers  by  helping  them  maintain  their  own  health  and  well 
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being.  Nutrition  services  also  assist  in  decreasing  the  risk  of  complications  associated 
with  acute  and  chronic  disease  and  contribute  to  improvements  in  quality  of  life. 

Home-delivered  meals  are  often  the  first  in-home  service  that  an  older  adult  receives 
and  the  program  serves  as  a  primary  access  point  for  all  other  in-home  services.  A 
primary  source  of  program  referrals  is  the  medical  community,  especially  after  hospital 
discharge.  Forty-eight  percent  of  home-delivered  mea,s  participants  have  spent  time  in 
a  hospital  or  nursing  home  during  the  past  year.  However,  older  adults  receiving  home- 
delivered  meals  have  half  the  length  of  hospital  stay  of  those  who  did  not  receive  home- 
delivered  meals. 

A  Program  Assessment  Rating  Tool  (PART)  review  which  included  this  program  was 
conducted  and  helped  to  inform  the  FY  2004  budget  policy.  A  summary  of  the  PART 
assessment  appears  on  page  1 1 .  Additional  information  about  performance  outcomes 
for  this  program  is  included  in  the  GPRA  performance  plan  and  report  which 
accompanies  this  budget  request.  The  GPRA  plan  reflects  a  number  of  the  corrective 
actions  sought  in  the  PART  assessment  including  the  identification  of  measurable 
strategic  goals,  the  identification  of  more  challenging  performance  targets,  and  the 
presentation  of  initial  outcome  data. 

Purpose  and  Method  of  Operations 

Formula  grants  are  allocated  to  States  based  on  their  share  of  the  population  aged  60 
and  over.  States  provide  funds  to  Area  Agencies  on  Aging,  that  in  turn  fund  local 
agencies  and  service  providers. 

Home-delivered  meals  comply  with  the  Dietary  Guidelines  for  Americans  and  provide  a 
minimum  of  33%  of  the  Recommended  Dietary  Allowances  (RDA),  as  established  by 
the  Food  and  Nutrition  Board  of  the  Institute  of  Medicine  of  the  National  Academy  of 
Sciences.  Emerging  scientific  evidence  now  relates  specific  nutrient  intake  not  only  to 
preventing  deficiency  and  maintaining  physical  and  cognitive  functioning  but  also  to 
preventing  disease  and  promoting  health.  The  Home-Delivered  Nutrition  Program 
promotes  the  delivery  of  culturally  appropriate  nutrition  services  in  local  communities, 
supports  caregivers,  provides  social  contact  to  home-bound  older  individuals  who  are  at 
increased  risk  of  depression  and  isolation  and  improves  the  dietary  intakes  of 
participants.  Although  meals  are  the  core  service,  nutrition  programs  provide  related 
services  such  as  nutrition  screening,  assessment,  education,  and  counseling. 

Home-delivered  nutrition  services  are  provided  to  persons  age  60  and  older  that  are 
homebound  due  to  illness,  disability,  or  geographic  isolation.  Priority  is  given  to  those 
who  are  in  greatest  economic  or  social  need  with  particular  attention  to  iow-incame  and 
minority  older  adults  as  well  as  individuals  residing  in  rural  communities.  Serving  Elders 
at  Risk  found  that  the  home-delivered  nutrition  program  serves  older  adults  who  are 
poorer,  older,  more  likely  to  live  alone,  in  poorer  health,  in  poorer  nutritional  status, 
more  functionally  impaired,  and  more  likely  to  be  minorities  than  the  general  U.S. 
population.  The  evaluation  also  found  that  when  compared  to  a  comparable  population, 
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participants  in  the  home-delivered  nutrition  program  had  more  social  interactions 
contributing  to  improved  quality  of  life.  More  recent  program  data  shows  that  the 
program  serves  a  greater  proportion  of  rural  elders  then  is  reflected  in  the  general  older 
population.  State  data  for  FY  2001  indicate  that  approximately  144  million  meals  were 
served  to  over  928,000  older  adults. 

There  is  substantial  private  sector,  State,  and  local  community  financial  and  volunteer 
support  for  the  Home-Delivered  Nutrition  Program.  Funding  for  the  program  is 
significantly  leveraged  and  about  70  percent  of  its  funding  comes  from  sources  other 
than  the  Older  Americans  Act.  Although  there  are  no  fees  or  charges  in  this  program, 
older  persons  are  encouraged  to  contribute  by  serving  as  volunteers  and  by  providing 
financial  support  to  help  defray  the  cost  of  services.  The  GPRA  performance  plan  and 
report  that  accompanies  this  budget  request  provides  additional  information  about  the 
aging  network's  efforts  to  target  services  to  individuals  at  greatest  need  and  leverage 
funding  from  non-federal  sources. 

Funding  for  Home-Delivered  Nutrition  Services  during  the  past  five  years  is  as  follows: 


FY  1999  $112,000,000 

FY  2000  $146,970,000 

FY  2001   $151,978,000 

FY  2002  $176,500,000 

FY  2003  $178,500,000 
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Nutrition  Services  Incentive  Program 

Authorizing  Legislation:  Section  311  of  the  Older  Americans  (OAA)  Act  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$149,670,000 

$149,670,000 

$149,670,000 

Millions  of  older  adults  are  malnourished.  Adequate  nutrition  is  essential  for 
healthy  aging  and  the  prevention  or  delay  of  chronic  disease  and  disease-related 
disabilities.  The  Nutrition  Services  Incentive  Program  provides  additional 
funding  to  States  which  is  dedicated  exclusively  to  the  provision  of  meals. 

Rationale  for  the  Request 


The  FY  2004  request  for  the  Nutrition  Services  Incentive  Program  is  $149,670,000, 
which  maintains  the  resource  level  requested  in  the  FY  2003  President's  budget.  In 
response  to  feedback  from  our  partners  in  the  States  and  in  the  aging  network,  the  FY 
2004  budget  modifies  the  proposal  in  the  previous  year's  request  by  proposing  to 
transfer  the  program  intact  from  the  Department  of  Agriculture  (USDA)  to  AoA  rather 
than  consolidating  the  funding  into  AoA's  existing  nutrition  programs.  AoA  will  work  with 
USDA  to  ensure  that  States  that  wish  to  receive  commodities  in  lieu  of  cash  may 
continue  to  do  so. 

Scientific  evidence  indicates  that  adequate  nutrition  is  necessary  to  maintain  cognitive 
and  physical  functioning,  to  reduce  chronic  disease  and  disease-related  disability,  and 
to  sustain  a  good  quality  of  life.  Researchers  have  concluded  that  individuals  of  any 
age  can  improve  their  health  status  and  reduce  the  risk  of  disability  if  they  institute 
lifestyle  changes  such  as  improved  dietary  habits.  Unfortunately,  millions  of  older  adults 
lack  access  to  adequate  amounts  and  quality  of  food  necessary  to  sustain  health  and 
decrease  the  risk  of  disability. 

Serving  Elders  at  Risk,  a  national  evaluation  of  AoA  nutrition  programs,  indicates  that 
these  programs  are  effective  in  improving  nutritional  status,  as  well  as  in  increasing 
social  interaction,  thereby  improving  overall  health  of  participants.  These  program  serve 
older  adults  who  are  at  higher  risk  than  the  overall  older  population  and  are  the  primary 
source  of  food  and  nutrients  for  many  participants. 

Funds  provided  under  the  Nutrition  Services  Incentive  Program  are  dedicated 
exclusively  to  the  provision  of  meals.  The  program  also  gives  States  the  option  to 
receive  commodities  in  lieu  of  cash  if  they  determine  that  doing  so  will  enable  them  to 
better  serve  the  needs  of  seniors. 
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Purpose  and  Method  of  Operations 

Formula  grants  are  allocated  to  States  based  on  the  number  of  meals  served  in  the 
prior  year.  States  provide  funding  to  Area  Agencies  on  Aging,  which  in  turn  fund  local 
agencies  and  service  providers.  The  program  gives  States  the  option  to  receive  all  or 
part  of  their  allocation  as  commodities  in  lieu  of  cash.  AoA  will  work  with  USDA  to 
ensure  that  States  that  wish  to  receive  commodities  in  lieu  of  cash  may  continue  to  do 
so. 

OAA  nutrition  programs  comply  with  the  Dietary  Guidelines  for  Americans  and  provide  a 
minimum  of  33%  of  the  Recommended  Dietary  Allowances  (RDA),  as  established  by 
the  Food  and  Nutrition  Board  of  the  Institute  of  Medicine  of  the  National  Academy  of 
Sciences.  Priority  for  the  receipt  of  nutrition  services  is  given  to  those  who  are  in 
greatest  economic  or  social  need  with  particular  attention  to  low-income  and  minority 
older  adults  as  well  as  individuals  residing  in  rural  communities.  Serving  Elders  at  Risk 
found  that  the  OAA  nutrition  programs  serve  older  adults  who  are  poorer,  older,  more 
likely  to  live  alone,  in  poorer  health,  in  poorer  nutritional  status,  more  functionally 
impaired,  and  more  likely  to  be  minorities  than  the  general  U.S.  population. 

There  is  substantial  private  sector,  State,  and  local  community  financial  and  volunteer 
support  for  the  OAA  nutrition  programs.  Funding  for  these  programs  is  significantly 
leveraged  and  much  of  it  comes  from  sources  other  than  the  OAA.  Although  there  are 
no  fees  or  charges,  older  persons  are  encouraged  to  contribute  by  serving  as 
volunteers  and  by  providing  financial  support  to  help  defray  the  cost  of  services.  The 
GPRA  performance  plan  and  report  that  accompanies  this  budget  request  provides 
additional  information  about  the  number  of  meals  served  each  year  and  the  aging 
network's  efforts  to  leverage  funding  from  non-federal  sources. 

Comparable  funding  for  the  Nutrition  Services  Incentive  Program  during  the  past  five 
years  is  as  follows: 


FY  1999  $140,000,000 

FY  2000  $139,930,000 

FY  2001   $150,000,000 

FY  2002  $149,670,000 

FY  2003  $149,670,000 
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Preventive  Health  Services 


Authorizing  Legislation:  Section  361  of  the  Older  Americans  Act  (OAA)  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$21,123,000 

$21,562,000 

$21,562,000 

Chronic  diseases  are  among  the  most  prevalent,  costly,  and  disabling  of  all 
health  problems  affecting  older  Americans.  As  the  76  million  baby  boomers  age, 
the  number  of  elderly  Americans  affected  by  chronic  diseases  will  undoubtedly 
rise.  Adopting  health-promoting  behaviors  and  lifestyles  can  prevent  or  delay  the 
onset  of  chronic  disease  and  reduce  the  likelihood  of  physical  impairment. 

Rationale  for  the  Request 

The  FY  2004  request  for  Preventive  Health  Services  is  $21,562,000,  which  maintains 
the  resource  level  requested  in  the  FY  2003  President's  budget.  This  funding,  along 
with  continued  leveraging  of  funds  at  the  State  and  local  levels,  should  allow  AoA  and 
the  aging  network  to  continue  to  focus  on  efforts  to  educate  older  Americans  about,  and 
move  them  towards,  healthier  lifestyles. 

Although  health  problems  are  often  viewed  as  inevitable  in  old  age,  a  substantial 
number  of  chronic  illnesses  in  the  elderly  are  either  preventable  or  controllable. 
Preventive  Health  Services  encourage  older  persons  to  adopt  healthy  lifestyles  that 
improve  their  quality  of  life  and  reduce  the  incidence  of  costly  and  debilitating  illnesses. 
These  low-cost  programs  educate  older  Americans  about  good  health  care  practices 
and  help  to  identify  conditions,  such  as  hypertension,  high  cholesterol  levels,  and 
elevated  blood  sugar  levels,  that  if  left  untreated  could  lead  to  more  serious  illnesses 
and  hospitalizations.  Modifying  certain  risky  behaviors,  even  in  later  life,  can  improve 
health  and  reduce  the  likelihood  of  chronic  disease. 

Americans  are  leading  longer  and  more  active  lives.  Gains  in  U.S.  life  expectancy  have 
increased  from  an  average  lifespan  of  less  than  50  years  at  the  turn  of  the  20th  century 
to  more  than  76  years  today.  These  gains  are  largely  attributable  to  advances  in  public 
health  and  medical  care.  The  increase  in  longevity,  however,  brings  a  higher  probability 
of  developing  a  chronic  condition.  As  more  people  live  longer,  the  dumber  of  older 
Americans  who  suffer  from  chronic  diseases  and  conditions,  such  as  arthritis, 
cardiovascular  disease,  obesity  and  diabetes  is  also  rising.  Older  Americans  with 
chronic  problems  suffer  from  long-term  pain,  disability,  a  significant  decrease  in  their 
quality  of  life,  and  frequent  depression.  Twenty-seven  percent  of  women  ages  65  to  85 
suffer  from  two  chronic  conditions  and  nearly  one-fourth  of  older  women  suffer  from 
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three  or  more.  Chronic  diseases  are  expensive,  accounting  for  three-fourths  of  all 
national  health  care  costs. 

AoA  has  partnered  with  the  Centers  for  Disease  Control  and  Prevention  (CDC)  to 
address  significant  problems  affecting  older  Americans,  such  as  diabetes, 
cardiovascular  disease,  and  the  need  for  immunization.  Through  an  intra-agency 
agreement,  AoA  administers  four  demonstration  grants  to  community  coalitions  to  plan 
initiatives  aimec  at  reducing  the  high  rates  of  diabetes  and  cardiovascular  disease  and 
increasing  the  rates  of  adult  immunizations  in  needy  populations.  In  addition,  AoA  is 
engaging  its  extensive  aging  network  of  State  and  local  aging  organizations,  public  and 
private  sector  health  associations,  and  voluntary  organizations  to  help  educate  older 
Americans  on  how  to  lessen  or  prevent  the  negative  impact  that  can  result  from  chronic 
conditions  and  diseases,  with  particular  emphasis  on  diabetes,  obesity,  and  asthma. 

In  FY  2004,  AoA  will  partner  with  CDC  and  other  agencies  on  a  new  Department-wide 
Disease  Prevention  Initiative  targeted  to  obesity,  diabetes,  and  asthma.  Research 
reveals  these  conditions  are  growing  problems  among  for  older  adults.  For  instance: 
15%-23%  of  the  adults  over  6C  are  obese;  diabetes  is  the  sixth  leading  cai.se  of  death 
for  persons  aged  65  years  or  older;  and  2  million  people  age  65  and  older  have  asthma. 
AoA  will  work  with  CDC  and  others  to  target  competitive  education  and  health 
promotion  grants  in  nutrition,  diabetes,  and  asthma  to  organizations  that  serve  older 
individuals.  These  efforts  will  include  an  emphasis  on  reaching  cut  to  ethnic  and 
minority  elders  with  high  incidences  of  chronic  illnesses. 

The  FY  2004  request  maintains  the  $5  million  earmark  for  medication  management, 
screening  and  education  activities.  People  aged  65  years  and  older  take  the  greatest 
number  and  quantity  of  medications.  Of  elderly  patients  taking  three  or  more 
prescription  drugs  for  chronic  conditions,  more  than  one-third  are  re-hospitalized  within 
6  months  of  discharge,  with  20  percent  of  the  readmissions  due  to  medication  problems. 
Twenty-eight  percent  of  hospitalizations  of  older  people  are  due  to  noncompliance  with 
drug  therapy  and  adverse  events.  Tne  risk  of  adverse  reactions  may  be  exacerbated  by 
the  physiological  changes  associated  with  aging,  other  health  problems,  or  by  drug 
interactions  resulting  from  taking  multiple  medications.  Moreover,  older  adults  are  more 
likely  to  suffer  from  multiple  chronic  diseases  and,  3s  a  result,  may  routinely  visit 
multiple  physicians,  each  of  whom  may  be  unaware  of  other  medicines  that  have  been 
prescribed.  Medication  management  activities  help  prevent  incorrect  medication  and 
adverse  drug  reactions,  and  reduce  unnecessary  hospitalizations  and  illnesses,  by 
teaching  older  adults  about  how  to  manage  medications  safely. 

Purpose  and  Method  of  Operations 

Formula  grants  are  allocated  to  States  based  on  their  share  of  the  population  aged  60 
and  over.  States  provide  funds  to  Area  Agencies  on  Aging,  that  in  turn  fund  local 
agencies  and  service  providers.  Preventive  Health  Services  support  mental  and 
physical  health  promotion  and  disease  prevention  activities.  Preventive  Health  Services 
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activities  are  part  of  a  comprehensive  and  coordinated  service  system  targeted  to  those 
elders  most  in  need  and  living  in  medically  underserved  areas  of  the  State. 

Activities  are  carried  out  under  Preventive  Health  Services  through  a  variety  of  venues. 
These  include  group  activities  and  programs  offered  at  congregate  meal  sites  and 
senior  centers,  as  well  as  individualized  counseling  through  programs  such  as  case 
management  and  home-delivered  meals.  In  many  cases,  AoA  funds  have  leveraged 
considerable  local  money  to  carry  out  special  programs  that  meet  the  unique  health 
promotion  and  disease  prevention  needs  of  older  people  in  their  communities.  The 
GPRA  performance  plan  and  report  that  accompanies  this  budget  request  provides 
additional  information  about  the  Aging  Network's  efforts  to  target  services  and  leverage 
funding  from  non-federal  sources. 

Funding  for  Preventive  Health  Services  during  the  past  five  years  is  as  follows: 

FY  1999  $16,123,000 

FY  2000  $16,123,000 

FY  2001   $21,120,000 

FY  2002  $21,123,000 

FY  2003  $21,562,000 
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Program  Innovations 

Authorizing  Legislation:  Section  411  of  the  Older  Americans  Act  (OAA)  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budget 

Estimate 

Decrease 

BA 

$38,257,000 

$27,837,000 

$27,837,000 

Programs  that  successfully  meet  the  needs  of  seniors  and  their  families  must  be 
based  on  demonstrated  results  and  outcomes.  AoA  awards  competitive  contracts 
and  discretionary  grants  to  fund  projects  that  develop,  initiate,  and  test  promising 
practices  to  serve  older  persons  and  their  families. 


Rationale  for  the  Request 

The  FY  2004  request  for  Program  Innovations  is  $27,837,000,  the  same  as  the  FY  2003 
President's  budget.  As  in  FY  2003,  no  funding  is  included  in  the  FY  2004  request  for 
one-time,  one-year  earmarks  specified  by  Congress.  The  FY  2004  request  builds  on 
AoA's  current  efforts  to  maximize  the  value  of  available  resources  and  better  coordinate 
existing  systems  and  services  through  projects  that  respond  to  the  aging  network's 
need  to  (1)  develop  integrated  and  more  cost-effective  systems  of  care;  (2)  develop  new 
approaches  to  sustain  the  efforts  of  family  and  other  informal  caregivers  and  provide 
access  to  a  combination  of  health  and  social  supports;  and  (3)  support  collaborative 
efforts  with  other  agencies  both  within  and  outside  of  HHS  to  deliver  integrated  services 
through  the  national  aging  network.  The  request  also  maintains  support  for  ongoing 
projects,  such  as  resource  centers,  that  provide  demonstrated  benefits  to  elderly 
Americans  and  the  programs  that  assist  them. 

Program  Innovations  provides  AoA  with  the  ability  to  be  a  catalyst  for  new  and 
innovative  approaches  to  meeting  the  needs  of  America's  rapidly  growing  and 
increasingly  diverse  older  population  and  their  families.  These  funds  have  enabled  AoA 
to  develop,  test  and  incorporate  new  ideas  and  approaches  into  national,  State  and 
local  aging  programs  and  provide  much  needed  training  and  technical  assistance  to 
State  and  Area  Agencies  on  Aging  and  Indian  Tribes.  AoA  has  used  these  funds  to: 

•  develop  and  synthesize  knowledge  about  aging  from  muitidisciplinary  perspectives; 

•  examine  and  test  planning  and  practice  models  that  improve  or  enhance  services 
provided  by  the  national  aging  network; 

•  evaluate  the  efficacy,  quality,  efficiency,  and  accessibility  of  programs  and  services 
for  older  individuals;  and 
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•  develop,  implement,  and  evaluate  innovative  planning  and  practice  strategies  to 
address  the  needs,  concerns,  and  capabilities  of  older  individuals. 

The  FY  2004  request  will  utilize  existing  resources  to  support  projects  that  build  on 
current  efforts  to  develop  citizen-centered  systems  of  long-term  care,  integrate  access 
to  care,  and  foster  innovations  in  the  provision  of  support  to  elders  and  family 
caregivers,  such  as: 

•  Promote  and  support  the  establishment  of  Aging  "One-Stop  Shop"  Centers  which 
will  seek  to  eliminate  the  confusion  and  frustration  people  now  face  by  serving  as  a 
visible  and  trusted  resource  where  people  can  obtain  objective  information  about 
their  long-term  care  options.  Centers  will  also  provide  information  on  best-practices 
and  assist  States  to  replicate  the  significant  strides  that  a  handful  of  States,  such  as 
Colorado,  Oregon,  Texas,  Vermont,  Washington,  and  Wisconsin,  have  made  in 
creating  more  citizen-centered  systems  of  care  by  reducing  nursing  home 
expenditures  and  increasing  community-based  choices,  while  containing  costs. 

•  Create  programs  and  policies  that  maintain  and  enhance  the  health  status  of  older 
adults  and  provide  opportunities  for  older  adults  to  live  independently  in  their  own 
homes  and  communities  as  long  as  possible. 

•  Promote  the  health,  security,  independence,  and  dignity  of  older  adults  by 
developing  culturally  competent  and  effective  modeis  of  home  and  community-based 
care  that  address  the  specific  cultural  needs  of  special  populations  such  as  ethnic 
minorities,  women,  low-income  and  rural  families. 

•  Develop  and  advance  new  roles  for  older  Americans  that  emphasize  the  productivity 
of  older  adults  in  our  society,  by  conducting  demonstrations  and  using  applied 
research  about  factors  contributing  to  successful  aging  to  create  programs  and 
community  education  and  development  models. 

•  Identify  and  disseminate  outcome  measures  appropriate  for  use  with  Older 
Americans  Act  and  other  aging  network  home  and  community-based  care  service 
programs. 

AoA  will  also  work  with  other  agencies  to  highlight  attention  on  osteoporosis  prevention 
and  treatment.  It  is  estimated  that  eight  million  American  women  and  two  million 
American  men  have  osteoporosis.  An  additional  18  million  have  low  bone  mass,  placing 
them  at  increased  risk  for  osteoporosis.  Osteoporosis  is  responsible  for  more  than  1 .5 
million  fractures  annually,  and  the  Agency  tor  Healthcare  Research  and  Quality  reports 
that  in  1995,  total  direct  medical  expenditures  in  the  United  States  for  the  treatment  of 
osteoporotic  fractures  in  adults  older  than  45  years  was  estimated  at  $13.8  billion.  The 
objective  of  the  initiative  will  be  to  heighten  awareness  and  promote  behaviors  that 
enhance  bone  health  and  to  educate  older  persons,  especially  post-menopausal 
women,  about  the  importance  of  diet,  exercise,  and  bone  density  testing  in  the 
prevention  of  osteoporosis. 
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In  addition,  Program  Innovations  funding  supports  AoA's  efforts  to  partner  with  other 
agencies  inside  and  outside  of  HHS.  Within  HHS,  AoA  has  worked  with  the  Centers  for 
Medicare  and  Medicaid  Services  (CMS);  the  Centers  for  Disease  Control  and 
Prevention  (CDC);  the  National  Institute  on  Aging;  and  with  multiple  agencies  on  the 
President's  New  Freedom  Initiative,  the  Secretary's  Rural  Task  Force,  and  the 
Department's  Interagency  Task  Force  on  Aging.  We  are  also  working  across  Federal 
agencies,  particularly  with  the  Department  of  Transportation  and  the  Department  of 
Veterans  Affairs,  to  further  our  advocacy  work  on  behalf  of  the  nation's  elderly.  These 
partnerships  are  a  key  component  of  AoA's  effort  to  support  older  persons  and  their 
families.  Some  examples  of  these  collaborations  include: 

•  Systems  Change:  AoA  is  working  with  CMS,  the  Assistant  Secretary  for  Planning 
and  Evaluation,  the  Substance  Abuse  and  Mental  Health  Services  Administration, 
and  other  HHS  agencies  on  efforts  to  help  States  redirect  and  integrate  their 
systems  of  care  to  respond  to  older  people's  preference  for  care  in  the  community. 
These  efforts  include  collaborating  on  research  projects  to  identify  State  trends  in 
long-term  care  and  to  develop  case  studies  on  flexible  service  models  that  have 
been  used  by  States  to  create  more  community  options  for  older  people;  ensuring 
that  the  aging  services  network  is  involved  in  the  Real  Choice  Systems  Change 
Grants  initiative;  evaluating  projects  that  promote  "Aging  In  Place";  and  promoting 
the  use  of  Medicaid  waivers  and  Consumer  Directed  Care  models. 

•  Aging  States  Project:  AoA  is  working  with  CDC  to  enhance  communication  and 
coordination  between  State  Units  on  Aging  and  State  Health  Departments,  and 
collaborating  on  a  health  promotion  project  targeting  older  adults.  AoA  and  CDC 
pooled  resources  to  support  demonstration  projects  that  promote  physical  activity, 
walking  programs,  and  improved  diet  consistent  with  the  President's  Healthier  US 
initiative;  provide  enhanced  information  on  health  promotion  and  physical  activity  to 
older  individuals;  and  establish  new  statewide  public  health  and  aging  network 
partnerships. 

•  USA  on  the  Move:  As  part  of  the  President's  Healthier  US  Initiative,  AoA  is  working 
in  partnership  with  the  National  Policy  and  Resource  Center  on  Nutrition  and  Aging 
to  develop  the  USA  on  the  Move:  Steps  to  Healthy  Aging  initiative.  This  initiative  is 
designed  to  improve  nutrition  and  physical  activity  in  older  adults  by  working  with 
State  Units  on  Aging  and  local  partners  to  disseminate  information  about  simple  and 
low  cost  ways  to  eat  healthier  and  by  promoting  the  use  of  step  counters  to  inspire 
older  adults  to  walk  more. 

•  Quality  of  Care:  AoA  and  CMS  partnered  to  involve  the  Long-Term  Care 
Ombudsmen  program  in  CMS'  Nursing  Home  Quality  Indicator  Initiative  (Ql).  The 
goaf  of  the  Qi  initiative  is  to  help  consumers  make  informed  nursing  home  placement 
and  quality  care  decisions  by  providing  them  with  objective  indicators  they  can  use 
to  compare  the  quality  of  care  in  different  nursing  home  facilities.  The  AoA/CMS 
partnership  capitalizes  on  the  vast  experience  of  the  over  8,000  certified  volunteer 
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ombudsmen  who  help  consumers  for  make  decisions  about  nursing  home 
placement  and  quality  of  care. 

•  Transportation:  AoA  and  the  Federal  Transit  Administration  are  partnering  to 
increase  coordination  of  transportation  services  for  older  adults.  Transportation  is  a 
key  to  helping  older  people  remain  independent  and  in  the  community.  The 
partnership  involves  collaboration  in  five  areas;  public  awareness  and  outreach,  data 
collection,  technical  assistance,  stakeholder  input,  and  promoting  coordinated 
planning  and  funding  at  the  State  and  local  level.  Activities  will  focus  on 
disseminating  information  on  "promising  practices"  in  coordinated  transportation 
services  for  the  elderly,  as  well  as  conducting  regional  technical  assistance  sessions 
for  State  governments  to  promote  models  and  approaches  for  coordinating 
transportation  resources  at  the  State  level  and  local  level. 

In  FY  2004  AoA  will  also  continue  to  fund  ongoing  projects  that  provide  demonstrated 
benefits  to  elderly  Americans  and  the  programs  that  assist  them.  These  include: 

•  National  Resource  Centers:  AoA  supports  several  technical  assistance  programs  to 
assist  States,  Area  Agencies,  and  community  providers  with  information,  assistance, 
and  services,  involving  either  specific  aging  related  issues  or  the  needs  of  vulnerable 
subgroups  of  the  elderly,  including  minority  populations. 

•  Reducing  Health  Care  Fraud,  Waste  and  Errors:  AoA  and  its  network  engage  fn 
coordinated  outreach  and  targeted  educational  activities  designed  to  test 
community-based  models  assisting  older  persons  and  their  families  to  recognize  and 
report  Medicare  fraud  and  prevent  or  minimize  victimization  of  seniors  and  their 
families.  Working  with  CMS,  the  Office  of  Inspector  General,  health  care  providers, 
and  other  professionals  from  around  the  country,  AoA  and  its  grantees  have 
instituted  educational  activities  nationwide. 

•  Promoting  Interqenerational  Opportunities:  Family  FriendsA/olunteer  Senior  Aides: 
Linking  older,  caring  senior  volunteers  with  children  suffering  from  chronic  health 
conditions  or  disabilities  whose  families  need  support  is  the  focus  of  another  activity 
which  has  received  ongoing  funding  under  this  program.  This  activity  targets  at-risk 
groups  such  as  poor  rural  families  in  distress,  families  and  children  living  in 
homeless  shelters,  families  of  babies  who  are  HIV-positive,  and  at-risk  families  that 
need  respite  care.  Funding  supports  a  national  technical  assistance  center  as  well 
as  local  projects. 

In  addition,  this  program  funds  Government  Performance  and  Results  Act  and  related 
evaluation  activities  and  supports  a  cooperative  effort  between  AoA  and  selected  State 
and  Area  Agencies  on  Aging  to  develop  and  test  outcome  measures,  various 
performance  measurement  instruments,  and  sampling  methods  that  can  be  used  to 
effectively  and  efficiently  identify  the  results  produced  through  OAA  programs  on  an 
ongoing  basis. 
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Purpose  and  Method  of  Operations 

Competitive  grants,  cooperative  agreements  and  contracts  are  awarded  to  eligible 
public  or  private  agencies  and  organizations,  State  and  Area  Agencies  on  Aging,  and 
other  organizations  representing  and/or  serving  older  people.  Eligible  entities  include 
public  and/or  nonprofit  agencies,  organizations,  including  faith-based  organizations,  and 
institutions  of  higher  learning.  Grantees  are  required  to  provide  a  match  equal  to  25 
percent  of  the  project's  total  cost. 

AoA's  focus  has  been  on  projects  that  demonstrate  new  methods  and  practices  to 
improve  the  quality  and  effectiveness  of  programs  and  services,  evaluate  existing 
programs  and  services,  and  train  workers  in  the  field  of  aging. 

Since  projects  are  designed  to  test  and  evaluate  the  efficacy  of  new  approaches,  each 
project  that  AoA  funds  includes  an  evaluation  component.  The  results  of  these  projects 
are  disseminated  through  government  information  networks  including  AoA's  Internet 
web  site,  AoA's  aging  network  listserv,  and  the  National  Aging  Information  Center. 
Continued  funding  to  develop  and  refine  outcome  measures  is  essential  to  AoA's 
success  in  fully  implementing  the  requirements  of  GPRA. 

Funding  for  Program  Innovations  during  the  past  five  years  is  as  follows: 

FY  1999  $18,000,000 

FY  2000  $29,344,000 

FY  2001   $35,852,000 

FY  2002  $38,257,000 

FY  2003  $27,837,000 
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Aging  Network  Support  Activities 


Authorizing  Legislation:  Section  201,  202  and  215  of  the  Older  Americans  Act 
(OAA)  of  1965,  as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$2,379,000 

$2,379,000 

$2,379,000 

Aging  Network  Support  Activities  includes  two  long-standing  programs  -  the 
Eldercare  Locator  and  Pension  Counseling  -  which  provide  information  and 
assistance  to  seniors  and  their  families. 


Rationale  for  the  Request 

The  FY  2004  request  for  Aging  Network  Support  Activities  is  $2,379,000,  which 
maintains  the  resource  level  requested  in  the  FY  2003  President's  budget.  The  request 
includes  funding  for  both  the  Eldercare  Locator  and  the  Pension  Counseling  program. 

•  Eldercare  Locator 

Older  Americans  and  their  caregivers  face  a  complicated  array  of  choices  and  decisions 
about  their  health  care,  pensions,  insurance,  housing,  financial  management,  and  long- 
term  care.  Changing  benefits  in  public  programs  and  an  expansion  of  private  sector 
services  contribute  to  this  confusing  consumer  climate.  Also,  the  growing  ethnically  and 
culturally  diverse  population  of  older  adults  in  America  will  require  an  ever  increasing 
need  for  multilingual  capability  and  cultural  sensitivity  among  aging  information 
programs. 

The  Eldercare  Locator  is  a  toll-free,  nationwide  directory  assistance  service  that  puts 
older  adults  and  their  caregivers  in  touch  with  services  that  enhance  the  well  being  of 
America's  older  citizens  and  those  who  care  for  them.  Established  as  a  public  service 
by  AoA,  the  Eldercare  locator  connects  those  who  need  assistance  with  State  and  local 
Area  Agencies  on  Aging  and  private  organizations  that  serve  older  adults  and  their 
caregivers.  Whether  an  older  person  needing  help  with  services  such  as  meals,  home 
care  or  transportation,  or  a  caregiver  needing  training  and  education  or  a  well-deserved 
break  from  caregiving  responsibilities,  the  Eldercare  Locator  is  there  to  point  that  person 
in  the  right  direction. 

•  Pension  Counseling 

Statistics  have  shown  that  between  one  in  five  and  one  in  seven  persons  have  had  their 
pension  calculated  incorrectly  by  their  employer  or  their  retirement  plan.  Given  that 
there  are  over  750,000  different  pension  plans  in  force  in  the  United  States,  and  that 
any  given  employee  may  have  worked  for  several  employers,  which  may  have  merged, 
sold  their  plans,  or  gone  bankrupt,  it  is  very  difficult  for  the  average  person  to  know 
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where  to  go  to  get  help  in  finding  out  whether  he  or  she  is  receiving  all  the  benefits  to 
which  he  or  she  is  entitled. 

Over  the  past  ten  years,  AoA  has  run  a  pension  counseling  and  information 
demonstration  program  with  a  total  investment  of  approximately  $8  million.  This 
program  assists  older  Americans  in  accessing  information  about  their  retirement 
benefits  and  helps  them  negotiate  with  former  employers  or  pension  plans  for  due 
compensation.  Projects  reach  out,  educate,  and  promote  pension  awareness  and 
protection  among  older  individuals.  This  program  has  served  over  13,000  people, 
mostly  older  people,  their  spouses  or  families,  in  14  States  and  recouped  approximately 
$40  million  in  payments  owed  to  retirees. 

Purpose  and  Method  of  Operations 

Competitive  grants  and  contracts  are  awarded  to  eligible  public  or  private  non-profit 
agencies,  community-based  organizations,  including  faith-based  organizations,  State 
and  Area  Agencies  on  Aging,  and  other  organizations  representing  and/or  serving  older 
people. 

Funding  for  Aging  Network  Support  Activities  during  the  past  three  years  is  as  follows: 


FY  2001 
FY  2002 
FY  2003 


$1,812,000 
$2,379,000 
$2,379,000 
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Grants  for  Native  Americans 


Authorizing  Legislation:  Sections  613  and  623  of  the  Older  Americans  Act  (OAA) 
of  1965,  as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$25,722,000 

$25,729,000 

$25,729,000 

Greater  numbers  of  Native  Americans,  Alaskan  Natives  and  Native  Hawaiians  are 
living  well  into  their  eighties  and  nineties.  AoA  programs  supply  nutritional  and 
supportive  services  to  older  Native  Americans,  Alaskan  Natives,  and  Native 
Hawaiians,  helping  them  to  remain  healthy  and  independent. 

Rationale  for  the  Request 


The  FY  2004  request  for  Grants  for  Native  Americans  is  $25,729,000,  which  maintains 
the  resource  level  requested  in  the  FY  2003  President's  budget.  This  funding  should 
allow  tribal  organizations  to  maintain  current  levels  of  service. 

The  2000  Census  identified  nearly  213,000  American  Indians  and  Alaskan  Natives  over 
the  age  of  60.  A  1995  long-term  care  study  supported  by  AoA,  Home  and  Community- 
Based  Long  Term  Care  in  American  Indian  and  Alaska  Native  Communities,  indicated 
that  the  need  for  home  and  community-based,  long-term  care  services  among  Indian 
Tribes  is  extensive,  but  largely  unmet.  Tribal  representatives  participating  in  listening 
sessions  have  also  voiced  an  interest  in  the  types  of  services  that  AoA  is  able  to  provide 
and  expressed  the  need  for  better  coordination  and  collaboration  in  the  provision  of 
long-term  care  services. 

Native  Americans  also  suffer  from  high  levels  of  disease  such  as  obesity  and  diabetes. 
Researchers  have  concluded  that  lifestyle  and  dietary  changes  can  help  to  prevent 
and/or  treat  these  and  other  chronic  conditions  and  reduce  the  risk  of  disability  and 
complications.  Continuing  to  provide  services  through  AoA's  Grants  for  Native 
Americans  program  is  a  smart,  cost-effective  way  to  meet  tribal  elders'  needs  while  at 
the  same  time  reducing  the  need  for  costlier  institutional  care. 

AoA  is  working  closely  with  Tribes  and  the  organizations  that  provide  services  to  them, 
including  Native  American  Resource  Centers,  to  better  identify  and  meet  the  needs  of 
older  Native  Americans.  Some  of  these  efforts  include: 

•    Needs  Assessment:  The  University  of  North  Dakota's  National  Resource  Center  on 
Native  American  Aging  worked  with  AoA  to  design  and  implement  a  needs 
assessment  for  Native  American  elders.  Approximately  83  Tribes  participated  in  the 
needs  assessment.  While  data  is  now  being  generalized  to  the  Native  Elder 
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population,  AoA  is  encouraging  Tribes  to  use  local  level  data  for  purposes  ranging 
from  grant  applications  to  planning  and  documentation.  The  Tribes  have  been 
encouraged  to  share  the  findings  and  disseminate  the  results  to  alert  people  to  their 
value.  For  example,  the  finding  that  Native  American  elders  use  far  less  alcohol 
than  the  national  norms  for  all  races  is  indeed  positive  news  and  should  be 
broadcast. 

•  Native  Hawaiian  Health:  Alu  Like,  a  program  grantee,  is  collaborating  with  the  Native 
Hawaiian  Health  Care  system  to  help  Hawaiian  elders  maintain  or  improve  their 
health.  As  a  result  of  this  collaboration  elders  will  be  offered  routine  health 
screenings  and  appropriate  follow-up  services.  Dental,  vision  and  hearing 
screenings  will  be  offered  when  possible.  Senior  program  staff  will  reinforce  healthy 
habits  through  group  exercises  and  discussions  about  nutrition.  Each  month  elders 
will  weigh  in,  take  their  blood  pressure  and  answer  questions  about  their  exercise 
habits  and  fruit  and  vegetable  intake  for  the  past  month.  These  measurements  will 
be  used  to  assess  health  outcomes. 

•  Native  American  Roundtable:  AoA  cosponsored  a  Roundtable  on  long-term  care 
with  the  Indian  Health  Service  and  the  National  Indian  Council  on  Aging.  The 
roundtable  included  presentations  addressing  the  needs  of  the  Tribes  and  provided 
an  opportunity  for  meaningful  dialogue  with  Tribal  participants.  As  a  result  of  this 
roundtable,  the  Department  is  developing  a  better  understanding  of  what  long-term 
care  looks  like  in  Indian  country  today  and  what  direction  the  Tribes  would  like  to 
take  in  the  future. 

As  part  of  ongoing  outreach  efforts  to  Tribes,  AoA  has  also  worked  to  increase  the 
number  of  Tribal  organizations  receiving  funding  through  the  Grants  to  Native 
Americans  program.  In  FY  2002,  eight  additional  Tribal  organizatbns  began  receiving 
funding  through  the  program. 

In  seeking  to  address  the  needs  of  older  Native  Americans,  AoA  serves  those  in 
greatest  need:  A  1996  nutrition  evaluation,  Serving  Elders  at  Risk,  documented  that 
more  than  50%  of  Native  American  congregate  meal  participants  had  incomes  at  or 
below  the  poverty  level  and  that  the  congregate  meal  was  the  major  or  only  source  of 
food  for  the  day  for  45%  of  participants.  The  evaluation  also  showed  that  29%  of  the 
congregate  meal  participants  and  28%  of  the  home-delivered  meal  participants  were 
older  people  living  alone. 

Purpose  and  Method  of  Operations 

Funds  for  nutrition  and  supportive  services  grants  to  Native  Americans  are  distributed  to 
tribal  organizations  based  on  the  American  Indian  or  Alaskan  Native  elder  population 
aged  60  and  older.  Nutrition  services  include  both  congregate  and  home-delivered 
meals.  Supportive  services  include  transportation,  information  and  assistance,  chore 
and  homemaker  services,  health  aide  services  and  legal  assistance.  These  services 
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are  responsive  to  the  cultural  diversity  of  native  communities  and  comprise  a  critical 
component  of  the  communities'  comprehensive  services. 

Grants  to  Native  Americans  also  provide  training  and  technical  assistance  to  grantees 
through  on-site  visitation,  telephone  and  written  consultation,  national  meetings,  and 
newsletters,  as  well  as  electronically  by  AoA  staff,  and  through  the  Native  American 
Resource  Centers.  This  training  and  technical  assistance  is  designed  to  further  the 
development  and  strengthen  the  capacity  of  program  directors  and  staff  to  enhance 
comprehensive  and  coordinated  systems  of  nutritional  and  supportive  services  for 
American  Indian,  Alaska  Native  and  Native  Hawaiian  elders. 

In  FY  2002,  grants  were  awarded  to  241  tribal  organizations  representing  approximately 
300  Tribes  and  two  organizations  serving  Native  Hawaiian  Elders.  The  GPRA 
performance  plan  and  report  that  accompanies  this  budget  request  provides  additional 
information  about  the  services  provided  in  a  number  of  different  categories,  including 
congregate  and  home-delivered  meals,  transportation,  and  in-home  services. 

Funding  for  Grants  to  Native  Americans  during  the  past  five  years  is  as  follows: 


FY  1999  $18,457,000 

FY  2000  $18,457,000 

FY  2001  $23,457,000 

FY  2002  $25,722,000 

FY  2003  ....$25,729,000 
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Protection  of  Vulnerable  Older  Americans 


Authorizing  Legislation:  Sections  702,  712,  721  and  731  of  the  Older  Americans 
Act  (OAA)  of  1965,  as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budget 

Estimate 

Decrease 

BA 

$17,681,000 

$17,681,000 

$17,681,000 

This  program  provides  assistance  to  the  most  vulnerable  older  Americans  to  help 
them  protect  themselves  from  abuse  and  exploitation,  to  exercise  control  over 
their  environment,  and  to  locate  the  resources  they  need  for  care  and  daily  living. 

Rationale  for  the  Request 


The  FY  2004  request  for  Protection  of  Vulnerable  Older  Americans  is  $17,681,000, 
which  maintains  the  resource  level  requested  in  the  FY  2003  President's  budget.  The 
request  includes  funding  for  the  Long-Term  Care  Ombudsman  program  and  for  the 
Prevention  of  Elder  Abuse,  Neglect,  and  Exploitation  program.  This  funding  should 
allow  AoA  to  continue  to  support  successful  efforts  to  prevent  the  abuse,  neglect,  and 
exploitation  of  older  individuals  in  institutional  care  settings  as  well  as  in  their  own 
homes  and  communities. 

•    Long-Term  Care  Ombudsman: 

Preliminary  data  for  FY  2001  indicate  that  nationwide  elderly  and  disabled  people  reside 
in  approximately  17,700  nursing  homes  with  1 .8  million  beds  and  46,000  licensed  board 
and  care,  assisted  living  and  similar  facilities,  with  approximately  967,000  beds.  The 
Long-Term  Care  Ombudsman  program  helps  States  to  investigate  and  resolve 
complaints  made  by,  or  on  behalf  of,  residents  of  long-term  care  facilities  related  to 
action,  inaction,  or  decisions  that  may  adversely  affect  the  health,  safety,  welfare,  or 
rights  of  residents. 

Thousands  of  certified  ombudsman  volunteers  serve  as  "community  extenders"  by 
providing  a  community  presence  in  long-term  care  facilities  and  by  promoting  positive 
culture  change  through  the  introduction  of  innovative  approaches,  such  as  those 
engineered  by  the  Eden  Alternative  and  others,  to  enliven  and  enhance  residents'  lives. 
A  December  2000  Institute  of  Medicine  report,  Improving  the  Quality  of  Long-Term 
Care,  noted  the  importance  of  the  routine  on-site  presence  of  ombudsmen  in 
establishing  resident  confidence  in  long-term  care  facilities  and  in  detecting  problems 
before  they  become  serious.  Ombudsmen  train  and  provide  technical  assistance  to 
facility  managers  and  staff  on  alternatives  to  physical  and  chemical  restraints,  thus 
helping  to  meet  the  Center  for  Medicare  and  Medicaid  Services  (CMS)  GPRA  goal  to 
reduce  the  use  of  such  restraints  in  nursing  homes. 
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FY  2001  preliminary  data  shows  that  ombudsmen  investigated  approximately  265,000 
complaints  made  by  over  150,000  individuals,  an  increase  of  approximately  1 1  percent 
over  the  number  of  cases  and  complaints  handled  in  FY  2000.  Approximately  77 
percent  of  the  complaints  were  resolved  or  partially  resolved.  Nationally,  ombudsmen 
regularly  visited  approximately  85  percent  of  all  nursing  homes  and  44  percent  of  all 
licensed  board  and  care  and  similar  facilities.  In  recent  years,  the  foremost  quality-of- 
care  issues  identified  by  ombudsmen  were  the  need  for  increased  numbers  of  trained 
staff  to  care  for  residents. 

As  part  of  the  Department's  efforts  to  improve  the  overall  quality  of  care,  AoA  and  CMS 
have  partnered  to  involve  the  Long-Term  Care  Ombudsmen  program  in  CMS'  Nursing 
Home  Quality  Indicator  Initiative  (Qi).  The  goal  of  the  Ql  initiative  is  to  help  consumers 
make  informed  nursing  home  placement  and  quality  care  decisions  by  providing  them 
with  objective  indicators  they  can  use  to  compare  the  quality  of  care  in  different  nursing 
home  facilities.  The  AoA/CMS  partnership  capitalizes  on  the  vast  experience  of  the  over 
8,000  certified  volunteer  ombudsmen  who  help  consumers  make  decisions  about 
nursing  home  placement  and  quality  of  care. 

•   Prevention  of  Elder  Abuse.  Neglect,  and  Exploitation: 

Each  year  hundreds  of  thousands  of  older  persons  are  abused,  neglected  and  exploited 
by  family  members  and  others.  Many  victims  are  people  who  are  older,  frail,  and 
vulnerable  and  depend  on  others  to  meet  their  most  basic  needs.  A  2000  survey  of 
investigations  conducted  by  adult  protective  services  programs  across  the  nation 
revealed  a  61  percent  increase  over  1996  in  the  number  of  elder  abuse  allegations 
nationally  -  and  a  300  percent  increase  since  the  first  national  survey  in  1986.  These 
statistics  still  underestimate  the  true  extent  of  the  problem;  the  1 998  National  Elder 
Abuse  Incidence  Study  found  that  for  every  confirmed  case  of  domestic  elder  abuse 
reported  to  adult  protective  services  in  1996,  between  four  and  five  were  not  reported. 

Elder  abuse  includes  physical,  sexual  and  psychological  abuse  as  well  as  neglect  and 
financial  exploitation.  Elder  financial  exploitation,  in  particular,  is  a  growing  problem. 
Frail  and  isolated  seniors  make  tempting  targets  and  are  often  over-represented  on 
telemarketers  lists.  A  Journal  of  Consumer  Affairs  survey  of  U.S.  police  departments 
found  that  99%  of  home  improvement  scams  were  directed  at  older  Americans,  typically 
women  65  or  older  who  lived  atone.  Exploitation  crimes  often  cause  seniors  to  lose 
their  independence  because  many  are  unable  to  replace  lost  assets  through  work, 
saving,  or  investing. 

As  the  effective  and  visible  advocate  for  older  Americans  and  their  concerns,  AoA  is 
committed  to  protecting  seniors  from  elder  abuse.  The  Prevention  of  Elder  Abuse, 
Neglect,  and  Exploitation  program  seeks  to  address  the  issues  of  elder  abuse  by 
providing  training  to  aging  professionals,  disseminating  critical  information  and 
supporting  public  education  campaigns  about  the  issue  of  elder  abuse,  and  providing 
support  to  State  and  community  programs  that  work  to  protect  the  rights  of  vulnerable, 
at-risk  older  persons.  In  addition,  AoA  supports  a  national  clearinghouse  of  information 


49 


1956 


for  professionals  and  the  public  which  provides  technical  assistance  and  training  to 
States  and  community-based  organizations. 

AoA  also  co-chairs  the  Elder  Justice  Interagency  Working  Group  with  the  Department  of 
Justice.  This  working  group  coordinates  the  federal  response  to  elder  abuse  and  is 
carrying  out  a  national  study  on  elder  financial  exploitation. 

Purpose  and  Method  of  Operations 

Formula  grants  are  allocated  to  States  based  on  their  share  of  the  population  aged  60 
and  over.  Funding  supports  both  the  Long-Term  Care  Ombudsman  program  and  the 
Prevention  of  Elder  Abuse,  Neglect,  and  Exploitation  program. 

Funding  for  the  Long-Term  Care  Ombudsman  program  is  used  to  support  statewide 
ombudsman  activities,  including  staff  salaries,  volunteer  support  and  training,  travel, 
supplies  and  other  basic  operating  costs,  this  program  has  traditionally  focused  on 
activities  that  protect  and  enhance  the  basic  rights  and  benefits  of  the  most  vulnerable 
older  adults.  There  are  53  State  Long-Term  Care  Ombudsman  programs  that  support 
ombudsman  staff  and  volunteers  in  596  local  or  regional  programs.  The  GPRA 
performance  plan  and  report  that  accompanies  this  budget  request  provides  additional 
information  about  the  role  of  Long-Term  Care  Ombudsmen  in  resolving  complaints. 

Funding  for  the  Prevention  of  Elder  Abuse,  Neglect,  and  Exploitation  Program  supports 
a  range  of  State  and  local  activities.  A  1991  report  by  the  U.S.  General  Accounting 
Office  found  that  public  and  professional  education  are  the  most  effective  means  of 
identifying  new  cases  of  elder  abuse.  This  program  supports  State  and  local  efforts  to 
train  law  enforcement  officers,  medical  professionals  and  others  in  how  to  recognize 
and  respond  to  these  cases,  and  funds  State  and  local  elder  abuse  public  awareness 
campaigns.  This  program  also  supports  local  multi-disciplinary  teams  that  coordinate 
the  response  to  abuse  cases  by  law  enforcement,  medical  professionals,  and  social  and 
adult  protective  services  workers. 

Funding  for  Protection  of  Vulnerable  Older  Americans  during  the  past  five  years  is  as 
follows: 

FY  1999  $12,181,000 

FY  2000  $13,179,000 

FY  2001   $14,181,000 

FY  2002  $17,681,000 

FY  2003  $17,681,000 
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Alzheimer's  Disease  Demonstration  Grants 


Authorizing  Legislation:  Section  398  of  the  Public  Health  Services  (PHS)  Act 


FY  2003 

FY  2002 

President's 

FY  2004 

increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$11,483,000 

$11,500,000 

$11,500,000 

Alzheimer's  disease  exacts  a  heavy  toll  on  its  victims,  their  families,  and  our 
health  care  system.  Each  year  new  research  helps  to  sharpen  the  effectiveness 
of  care  for  people  with  Alzheimer's  disease.  The  Alzheimer's  Disease 
Demonstration  Grants  program  helps  States  use  this  research  to  develop 
effective  models  of  care  for  persons  with  Alzheimer's  disease. 

Rationale  for  the  Request 

The  FY  2004  request  for  the  Alzheimer's  Disease  Demonstration  Grants  program  is 
$1 1,500,000,  which  maintains  the  resource  level  requested  in  the  FY  2003  President's 
budget  This  funding,  along  with  continued  leveraging  of  funds  at  the  State  and  local 
levels,  should  allow  AoA  to  continue  to  support  projects  that  demonstrate  effective 
practices  for  serving  persons  with  Alzheimer's  disease  and  their  families. 

Alzheimer's  disease,  the  most  common  cause  of  dementia  among  older  persons,  is 
evidenced  by  a  progressive,  irreversible  decline  in  mental  functioning.  As  the  disease 
progresses,  individuals  with  Alzheimer's  disease  experience  a  loss  of  memory  and 
gradually  lose  their  capacity  to  reason,  communicate,  and  carry  out  the  simple  tasks  of 
daily  life  such  as  brushing  their  teeth  or  combing  their  hair.  At  later  stages,  people  with 
Alzheimer's  disease  may  become  anxious  or  aggressive,  may  wander  away  from  home, 
and  may  eventually  need  total  care.  Alzheimer's  disease  is  not  only  devastating  to  the 
individuals  who  have  it,  but  seriously  disrupts  the  lives  of  those  who  care  for  them. 

Alzheimer's  disease  affects  as  many  as  four  million  Americans.  Most  people  diagnosed 
with  Alzheimer's  disease  are  older  than  65.  However,  it  is  possible  for  the  disease  to 
occur  in  people  in  their  40's  and  50's.  Recent  research  has  shown  links  between  some 
genes  and  Alzheimer's  disease,  but  in  about  90  percent  of  cases,  there  is  no  clear 
genetic  link. 

Alzheimer's  Disease  Demonstration  Grants  provide  an  important  mechanism  for  the 
systematic  application  of  research  findings  to  the  development  and  implementation  of 
models  of  care  for  persons  with  Alzheimer's  disease.  AoA  conducts  a  university-based 
evaluation  of  grantees  each  grant  cycle,  with  the  last  report  completed  in  2001 .  Each 
year,  approximately  5,500  families  receive  direct  home  and  community-based  services 
(home  health  care,  adult  day  care,  personal  care,  in-home  respite  care,  companion 
care,  and  institutional  respite).  An  additional  125,000  Alzheimer's  families  receive 
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support  services  such  as  case  management,  information  and  education,  diagnostic  and 
legal  services.  On  average,  Alzheimer's  Disease  Demonstration  service  recipients  are 
approximately  80  years  old;  64  percent  are  women;  48  percent  live  in  rural  areas;  and 
67  percent  have  incomes  under  $15,000  per  year.  The  program  has  also  been 
successful  in  reaching  ethnic  and  cultural  minorities:  22  percent  of  those  served  are 
Hispanic/Latino;  15  percent  are  African  American;  10  percent  are  Asian/Pacific  Islander, 
and  0.5  percent  are  Native  Americans.  The  average  number  of  impairments  in  activities 
of  daily  living  in  Alzheimer's  Disease  Demonstration  clients  is  4.2,  meaning  that  the 
population  the  program  serves  is  similar  in  functional  impairment  to  those  who  qualify 
for  nursing  facility  care  and  Medicaid  Home  and  Community  Based  Waiver  programs  in 
most  States. 

Additional  analysis  provides  important  information  on  the  way  in  which  families  utilize 
services  such  as  respite  care.  For  instance,  the  evaluation  showed  that  nearly  one-third 
of  all  elders  used  respite  care  for  only  one  or  two  months,  while  the  average  duration  of 
use  for  long-term  users  of  respite  care  was  16.2  months  of  use  for  day  care  clients  and 
14.9  months  of  use  for  in-home  respite  care.  Day  care  clients  used  approximately  50.3 
hours  of  day  care  per  month,  while  in-home  respite  users  used  24.6  hours  per  month. 
In  addition,  specific  patterns  were  identified  in  the  way  various  types  of  caregivers  (i.e. 
spouses  versus  daughters)  and  various  ethnic  groups  (Hispanic,  African  American  and 
Caucasian)  utilized  respite  care. 

In  a  special  initiative  within  the  Alzheimer's  Disease  Demonstration  program,  AoA 
studied  the  impact  of  home  and  community-based  services  provided  to  Alzheimer's 
families  who  were  participating  in  a  managed  health  care  plan.  Study  results  indicated 
that  the  services  provided  through  the  Alzheimer's  Disease  Demonstration  program 
significantly  increased  clients'  satisfaction  with  their  managed  care  organization  and 
could  lead  to  more  appropriate  use  of  primary  and  emergency  care  services.  Thus, 
results  from  the  Alzheimer's  Demonstration  Program  not  only  have  important 
implications  for  replication  of  successful  strategies  to  serve  Alzheimer's  families,  but  the 
information  is  also  instructive  on  how  to  enhance  our  capacity  and  effectiveness  in 
reaching  all  families  facing  the  challenges  of  aging,  regardless  of  their  culture,  ethnicity, 
income,  or  geographic  location. 

Purpose  and  Method  of  Operations 

The  Alzheimer's  Disease  Demonstration  Grants  program  provides  funds  to  States  to 
develop  model  practices  for  serving  persons  with  Alzheimer's  disease  and  their  families. 
The  central  support  services  mandated  by  statute  for  the  program  are  respite  care, 
home  health,  personal  care,  companion  care,  day  care,  legal  rights  education,  and 
information  and  counseling. 

The  Alzheimer's  Disease  Demonstration  Grants  program  has  four  primary  components: 

•   Development  and  operation  of  State  Alzheimer's  disease  programs  in  coordination 
with  organizations  that  provide  diagnostic,  treatment,  care  management,  respite 
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care,  legal  counseling,  and  education  services  to  individuals  with  Alzheimer's 
disease  or  related  disorders; 

•  Provision  of  home  care,  personal  care,  day  care,  respite  care  and  companion  care 
services; 

•  Provision  of  information  on  Alzheimer's  disease  services,  assistance,  and  legal 
matters;  and, 

•  Improvement  of  access  to  home  and  community  based  long-term  care  services  for 
persons  with  Alzheimer's  disease  and  their  families. 

While  AoA  encourages  targeting  of  program  services  to  minority,  low-income,  and  rural 
families,  each  grantee  develops  service  and  outreach  programs  that  are  specific  to  its 
unique  needs  and  resources.  State  and  local  Alzheimer's  Association  chapters  are 
active  in  all  of  the  current  projects. 

Since  its  inception  in  1992,  the  Alzheimer's  Disease  Demonstration  Grants  program  has 
provided  more  than  15,000  families  with  home  and  community-based  supportive 
services  through  the  efforts  of  over  600  local  agencies.  In  FY  2002,  eight  new  grants 
were  awarded,  resulting  in  seven  new  States  participating  in  the  program  and  bringing 
the  total  number  of  States  that  have  participated  in  the  program  to  42  (including  the 
District  of  Columbia  and  Puerto  Rico). 

Funding  for  Alzheimer's  Disease  Demonstration  Grants  during  the  past  five  years  is  as 


follows: 


FY  1999 
FY  2000 
FY  2001 
FY  2002 
FY  2003 


..  $5,970,000 
..$5,968,000 
..  $8,962,000 
$11,483,000 
$11,500,000 
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Program  Administration 

Authorizing  Legislation:  Section  205  of  the  Older  Americans  Act  (OAA)  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA 

$18,053,000 

$17,986,000 

$17,501,000 

-$485,000 

FTE 

120 

120 

120 

The  Administration  on  Aging  is  the  Federal  advocacy  agency  for  older  Americans 
and  the  lead  Federal  partner  in  the  aging  network.  The  aging  network  administers 
programs  established  under  the  Older  Americans  Act  which  support  the  well- 
being,  health  and  independence  of  America's  seniors.  Investments  in  Program 
Administration  insure  that  AoA  will  be  able  to  increase  the  effectiveness  of 
current  services  and  lead  the  implementation  of  new  aging  initiatives. 

Rationale  for  the  Request 

The  FY  2004  request  for  Program  Administration  is  $17,501,000,  which  represents  a 
reduction  of -$485,000  below  the  FY  2003  President's  budget.  The  request  maintains 
the  FTE  level  at  120  in  FY  2004  and  includes  an  increase  of  +$247,000  to  partially 
offset  the  cost  of  projected  pay  increases. 

The  FY  2004  request  continues  support  for  the  Unified  Financial  Management  System 
(UFMS),  which  will  be  implemented  to  replace  five  legacy  accounting  systems  currently 
used  across  the  Operating  Divisions.  The  UFMS  will  integrate  the  Department's 
financial  management  structure  and  provide  HHS  leaders  with  a  more  timely  and 
coordinated  view  of  critical  financial  management  information.  It  will  also  promote  the 
consolidation  of  accounting  operations  and  thereby  reduce  substantially  the  cost  of 
providing  accounting  service  throughout  HHS.  Similarly,  UFMS,  by  generating  timely, 
reliable  and  consistent  financial  information,  will  enable  agencies  and  program 
administrators  to  make  more  timely  and  informed  decisions  regarding  their  operations. 
AoA  requests  $163,000  to  support  this  effort  in  FY  2004. 

AoA's  FY  2004  request  includes  funding  to  support  Departmental  efforts  to  improve  the 
HHS  Information  Technology  Enterprise  Infrastructure.  The  request  includes  funds  to 
support  an  enterprise  approach  to  investing  in  key  information  technology  infrastructure 
such  as  security  and  network  modernization.  These  investments  will  enable  HHS 
programs  to  carry-out  their  missions  more  securely  and  at  a  lower  cost.  Agency  funds 
will  be  combined  with  resources  in  the  Information  Technology  Security  and  Innovation 
Fund  to  promote  collaboration  in  planning  and  project  management  and  to  achieve 
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common  goals  such  as  secure  and  reliable  communication  and  lower  costs  for  the 
purchase  and  maintenance  of  hardware  and  software. 

The  AoA  budget  request  includes  savings  in  the  information  technology  (IT)  budget  from 
ongoing  IT  consolidation  efforts,  and  additional  reduced  spending  through  the 
streamlining  or  elimination  of  lower  priority  projects.  These  savings  total  $383,000.  AoA 
is  also  participating  in  the  consolidation  of  IT  infrastructure  support  staff  service  across 
the  eight  smaller  HHS  Operating  Divisions. 

AoA's  FY  2004  budget  supports  the  President's  Management  Agenda  (PMA)  and 
includes  $349,000  in  cost  savings  from  consolidating  administrative  functions, 
organizational  de-layering  to  speed  decision  making  processes,  competitive  sourcing, 
implementation  of  effective  workforce  planning  and  human  capital  management 
strategies,  and  adoption  of  economies  and  efficiencies  in  contracting  and  other 
administrative  operations.  AoA  is  committed  to  advancing  the  PMA  and  has  established 
measurable  performance  goals  in  each  of  the  five  identified  areas.  These  goals  are 
included  in  the  Government  Performance  and  Results  Act  (GRPA)  performance  plan 
and  are  consistent  with  the  requirements  of  the  PMA  and  the  interests  and  needs  of 
HHS  for  management  improvement.  AoA  has  already  taken  a  number  of  steps  to 
implement  the  PMA: 

•  Strategic  Management  of  Human  Capital:  AoA  has  implemented  a  restructuring 
plan  that  reduced  the  organizational  structure  to  three  layers  and  reduced  the 
number  of  supervisory  positions  without  displacing  employees.  Along  with  these 
changes,  AoA  has  achieved  two  additional  measurable  goals:  reducing  the  average 
grade  to  less  than  13.4  (mathematical  average,  not  step),  and  increasing  the  ratio  of 
employees  to  supervisors  to  better  than  4.8  to  1 .  Consistent  with  the  restructuring 
plan,  AoA  will  develop  a  recruitment  and  retention  plan  that  carries  such 
achievements  into  the  future  while  filling  skill  gaps  in  critical  program  areas. 

•  Competitive  Sourcing:  AoA  has  a  rich  tradition  of  competitively  sourcing  many 
aspects  of  both  administrative  and  program  support.  AoA  leverages  resources  by 
outsourcing  most  administrative  functions  including  human  resources,  financial 
management,  and  acquisitions.  In  FY  2002,  AoA  began  the  process  of  competitively 
sourcing  many  of  our  public  inquiry  information  resources  functions. 

•  Improved  Financial  Performance:  Although  not  required  to  do  so  by  the  Chief 
Financial  Officers  Act,  AoA  has  subjected  its  financial  statements  to  audits  for  the 
past  two  years.  In  both  years,  AoA  received  a  clean  opinion  and  no  material 
weaknesses  were  identified.  These  two  measurable  elements  are  the  principal  PMA 
objectives  for  financial  performance.  In  future  years  AoA  will  participate  in 
Departmental  "top-down"  audits.  AoA  is  also  a  full  partner  in  the  HHS  effort  to 
develop  a  Unified  Financial  Management  System  (UFMS). 

•  Expanded  E-Government  In  concert  with  HHS'  lead  role  in  the  Federal 
government's  E-Grants  process,  AoA  has  initiated  work  to  apply  E-Government 
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solutions  to  its  grants  processing  efforts,  and  will  continue  to  work  with  State  and 
local  government  entities  to  leverage  such  technologies  for  the  submission  of  grant 
applications  and  detailed  program  information  requirements.  As  a  result  of  this  key 
E-Government  effort,  AoA  began  processing  electronic  applications  for  grants  and 
cooperative  agreements  in  FY  2002.  AoA  is  also  a  member  of  the  HHS  Small 
OPDIV  IT  Consolidation  Consortium  and  will  continue  to  work  with  the  Department 
on  E-Government  initiatives,  including  the  24  government-wide  initiatives  identified 
as  supporting  the  President's  Management  Agenda. 

•  Budget  and  Performance  Integration:  AoA  has  developed  a  comprehensive  GPRA 
plan  that  addresses  the  goals  and  objectives  of  its  program  areas  and  exhibits 
strong  linkages  to  the  budget  request.  The  plan  reduces  the  overall  number  of 
measures  by  15%  while  increasing  the  number  of  outcome  measures  (to  75%  of  the 
total  number  of  measures).  AoA  began  conducting  six  national  surveys  in  2002  to 
specifically  measure  program  performance  outcomes  under  GPRA. 

Purpose  and  Method  of  Operations 

The  Program  Administration  account  funds  salaries  and  related  expenses  which  provide 
administrative  and  management  support  for  all  AoA  programs.  Allocations  for  the  cost 
of  rent,  automated  systems  support,  personnel  services,  travel,  supplies,  equipment  and 
other  costs  are  made  to  all  headquarters  and  regional  staff  offices  within  AoA. 

Effective  December  31 ,  2001 ,  AoA  was  restructured  to  focus  on  consumer  needs  and  to 
better  ensure  positive  outcomes  for  seniors.  Under  this  new  structure,  AoA  has  four 
components  in  addition  to  the  Office  of  the  Assistant  Secretary. 

The  Center  for  Communication  and  Consumer  Services  (CCCS)  provides  a  central 
strategic  focus  for  AoA's  public  information,  education,  consumer  services  and  outreach 
activities. 

The  Center  for  Planning  and  Policy  Development  (CPPD)  is  responsible  for  analyzing 
trends  in  demographics  and  service  needs  and  translating  those  trends  into  new 
policies  and  programs  to  assist  the  elderly.  This  center  also  administers  the  programs 
authorized  under  Title  IV  of  the  Older  Americans  Act  (OAA)  and  Section  398  of  the 
Public  Health  Service  Act. 

The  Center  for  Wellness  and  Community-Based  Services  (CWCBS)  focuses  on  topical 
areas  of  importance  to  the  aging  network  and  America's  elderly  population.  Within  this 
Center  are  three  offices: 

•  The  Office  for  Community-Based  Services  administers  an  array  of  programs  that 
enable  older  people,  their  families  and  caregivers  to  remain  independent  and  able  to 
live  in  their  own  homes  and  communities.  This  office  administers  the  programs 
authorized  under  Title  III  of  the  OAA. 
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•  The  Office  for  American  Indian,  Alaskan  Native,  and  Native  Hawaiian  Programs 
provides  leadership  and  coordination  of  activities,  services  and  policies  related  to 
American  Indians,  Alaskan  Natives  and  Native  Hawaiian  elders,  and  administers  the 
programs  authorized  by  Title  VI  of  the  OAA. 

•  The  Office  of  Consumer  Choice  and  Protection  promotes  good  health  practices  and 
disease  prevention,  equips  seniors  with  knowledge  to  make  better  consumer 
choices,  and  protects  vulnerable  seniors  from  abuses  and  exploitation.  This  office 
administers  the  programs  authorized  by  Titles  II  and  VII  of  the  OAA  as  well  as  the 
Senior  Medicare  Patrol  Project  and  activities  funded  under  the  Health  Care  Fraud 
and  Abuse  Control  program. 

•  In  addition,  the  CWCBS  includes  the  AoA  Central  Office  Regional  Support  Center 
that  oversees  and  coordinates  the  activities  of  AoA's  nine  Regional  Support  Centers. 
These  regional  centers  provide  assistance  to  the  AoA  headquarters  office  in  carrying 
out  AoA's  responsibilities  under  the  OAA,  and  provide  technical  assistance  to  State, 
local  and  Tribal  components  of  the  national  aging  network. 

The  Center  for  Management  (CM)  is  responsible  for  administrative  activities  that 
support  AoA's  policy,  programmatic  and  information  functions.  Within  CM,  there  are 
four  offices: 

•  The  Office  of  Grants  Management  distributes  approximately  450  grants  annually  and 
works  with  grantees  to  ensure  compliance  with  applicable  laws  and  regulations  for 
receipt  of  Federal  funds. 

•  The  Office  of  Budget  and  Finance  performs  budget  formulation  and  execution  and  is 
responsible  for  formulating  financial  policies  and  procedures  and  for  providing 
analysis  of  financial  resources. 

•  The  Office  of  Information  Resources  Management  oversees  all  of  AoA's  information 
technology  resources.  AoA  has  seven  automated  computer  systems,  two  of  which 
are  mission-critical  grants  management  systems. 

•  The  Office  of  Administrative  Services  provides  support  to  AoA  in  the  areas  of 
personnel,  acquisitions,  management  analysis,  logistics,  records  management,  and 
other  administrative  services. 

Funding  and  FTE  levels  for  Program  Administration  during  the  past  five  years  is  as 
follows: 


FY  1999  $14,781,000  120  FTE 

FY  2000  $1 6,458,000  1 1 9  FTE 

FY  2001   $17,216,000  120  FTE 

FY  2002  $1 8,053,000  1 20  FTE 

FY  2003  $17,986,000  120  FTE 
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White  House  Conference  on  Aging 

Authorizing  Legislation:  Section  211  of  the  Older  Americans  (OAA)  Act  of  1965, 
as  amended 


FY  2003 

FY  2002 

President's 

FY  2004 

Increase/ 

Actual 

Budqet 

Estimate 

Decrease 

BA* 

$0 

$0 

$2,842,000 

+$2,842,000 

*The  request  for  FY  2004  is  for  $2,842,000  to  be  available  until  September  30,  2006. 


This  request  is  for  funds  to  hold  a  White  House  Conference  on  Aging  no  later 
than  December  31,  2005.  This  would  be  the  first  such  Conference  of  the  21st 
Century,  and  the  fifth  in  our  nation's  history. 

Rationale  for  the  Request 

For  FY  2004,  $2,842,000  is  requested  for  start-up  costs  for  a  White  House  Conference 
on  Aging  to  be  held  prior  to  December  31 ,  2005,  as  required  by  the  Older  Americans 
Act  Amendments  of  2000.  This  amount  is  part  of  a  total  of  approximately  $8  million  that 
is  estimated  to  be  needed  to  hold  the  Conference.  AoA  anticipates  that  various  HHS 
Operating  Divisions  and  other  Departments  will  detail  staff  and/or  provide  in-kind 
assistance  to  supplement  Congressional  appropriations. 

White  House  Conferences  on  Aging  have  served  as  catalysts  for  developing  aging 
policy  for  the  past  40  years.  Past  White  House  Conferences  on  Aging  have  prompted 
the  development  of  many  of  the  programs  that  represent  America's  commitment  to  the 
elderly.  The  recommendations  made  by  these  conferences  have  resulted  in 
improvements  in  the  programs  which  assist  seniors  and  their  families  and  led  to  better 
quality  of  life  for  older  Americans. 

Purpose  and  Method  of  Operation 

A  Policy  Committee  and  its  staff  will  administer  all  funding  to  carry  out  conference- 
related  activities  and  will  work  closely  with  key  cabinet  agencies  including  HHS  and  the 
Departments  of  Education,  Labor,  Housing  and  Urban  Development,  Transportation, 
Treasury,  Veterans  Affairs  and  the  Social  Security  Administration.  HHS  involvement 
and  support  could  include  the  Agency  for  Healthcare  Research  and  Quality,  the  Centers 
for  Disease  Control  and  Prevention,  the  Centers  for  Medicare  and  Medicaid  Services, 
the  Food  and  Drug  Administration,  the  Health  Resources  and  Services  Administration, 
the  National  Institutes  of  Health,  and  the  office  of  the  Assistant  Secretary  for  Planning 
and  Evaluation. 

There  has  been  no  funding  in  the  last  five  years  for  a  White  House  Conference  on 
Aging. 
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Administration  on  Aging 
Grants  to  States  for  Home  and  Community-Based  Supportive  Services 


FY  2003 

FY  2002  President's  FY  2004  FY  2004  +/- 

Actual  Budget  Estimate  FY  2003 


Total  Amount   $356,981,000  $357,000,000  $357,000,000 

Alabama   5,691,588  5,643,481  5,643,481 

Alaska   1.779,331  1,767,150  1,767,150 

Arizona*   6,488,985  6,434,138  6,434,138 

Arkansas   3,632,901  3,602,195  3,602,195 

California   35,060,462  34,764,127  34,764,127 

Colorado   4,144,846  4,109,813  4,109,813 

Connecticut   4,449,261  4,415,893  4,415,893 

Delaware   1,779,331  1,767,150  1,767,150 

Dist.  of  Columbia   1,779,331  1,767,150  1,767,150 

Florida   26,208,251  25,986,733  25,986,733 


Georgia  

Hawaii  

Idaho  

Illinois  

Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusettes. 

Michigan  

Minnesota  

Mississippi  

Missouri  

Montana  

Nebraska  

Nevada  

New  Hampshire.. 


7,918,307 

7,851,379 

7,851,379 

1,779,331 

1,767,150 

1,767,150 

1,779.331 

1,767,150 

1,767,150 

14,585,310 

14,563,001 

14,563,001 

7,307,851 

7,246.084 

7,246,084 

4,278,602 

4,272,057 

4,272,057 

3,447,188 

3,441,915 

3,441,915 

4,974,669 

4,932,622 

4,932,622 

5,080,467 

5,037,526 

5,037,526 

1,779.331 

1,767,150 

1.767,150 

5,921,919 

5,871,865 

5,871,865 

8,243,243 

8.230,634 

8,230,634 

11,800,146 

11,700,408 

11,700,408 

5,709,316 

5,661,060 

5,661,060 

3,379,585 

3,351,020 

3,351,020 

7.272,351 

7,210,884 

7.210,884 

1,779,331 

1,767,150 

1,767,150 

2,304,485 

2,300,960 

2,300,960 

2,247,944 

2,228,943 

2,228,943 

1,779,331 

1,767,150 

1,767,150 
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Administration  on  Aging 
Grants  to  States  for  Home  and  Community-Based  Supportive  Services 


FY  2003 

FY  2002  President's  FY  2004  FY  2004  +/- 

Actual  Budget  Estimate  FY  2003 


New  Jersey   10,673 

New  Mexico  *   2,059 

New  York   24,384 

North  Carolina   9,555 

North  Dakota   1,779 


,627 

10,583,411 

10,583,411 

,957 

2,042,546 

2,042,546 

,444 

24,347,147 

24,347,147 

,618 

9,474,852 

9,474,852 

,331 

1,767,150 

1,767,150 

Ohio   14,515,730  14,393,040  14,393,040 

Oklahoma   4,428,893  4,391,459  4,391,459 

Oregon   4,210,635  4,175,046  4,175,046 

Pennslyvania   17,970,633  17,926,891  17,926,891 

Rhode  Island   1,779,331  1.767,150  1,767,150 

South  Carolina   4,816,292  4,775,584  4,775,584 

South  Dakota   1,779,331  1,767,150  1,767,150 

Tennessee   6,968,624  6,909,724  6,909,724 

Texas   20,509,181  20,335,834  20,335,834 

Utah*   1,860,525  1,844,799  1,844,799 

Vermont   1,779,331  1,767,150  1,767,150 

Virginia   7,877,069  7,810,491  7,810,491 

Washington   6,455,584  6,401,021  6,401,021 

West  Virginia   2,785,076  2,780,816  2,780,816 

Wisconsin   6,709,373  6,652,664  6,652,664 


Wyoming   1,779,331  1,767,150  1,767,150 

American  Samoa   474,281  473,556  473,556 

Guam   889,666  883,575  883,575 

Nothern  Marianas   222,416  220,894  220,894 

Puerto  Rico   4,329,985  4,293,387  4,293,387 

Virgin  Islands   889,666  883,575  883,575 

Undistributed  **   1,114,745  3,570,000  3,570,000 


*  Funds  distributions  include  transferring  1.83%  from  New  Mexico  and  0.4%  from  Utah  to  Arizona 
**  Funds  held  for  statutory  related  requirements  are  reflected  in  the  undistributed  line. 
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Administration  on  Aging 
Grants  to  States  for  National  Family  Caregiver  Support 

FY  2003 


FY  2002 

President's 

FY  2004 

FY  2004  +/- 

Actual 

Budget 

Estimate 

FY  2003 

$141,492,000 

$141,500,000 

$141,500,000 

— 

Alabama  

1,996,374 

1,981,897 

2,086,208 

104,311 

Alaska  

644,212 

639,540 

673,200 

33,660 

Arizona  *  

2,337,036 

2,320,088 

2,442,198 

122,110 

Arkansas  

1,303,240 

1,293,789 

1,361,883 

68,094 

California  

12,657,601 

12,565,808 

13,227,167 

661,359 

Colorado  

1,429,311 

1,418,946 

1,493,627 

74,681 

Connecticut  

1,709,384 

1,696,988 

1,786,303 

89,315 

Delaware  

644,212 

639,540 

673,200 

33,660 

Dist.  of  Columbia  

644,212 

639,540 

673,200 

33,660 

Florida  

10,083,438 

10,010,315 

10,537,174 

526,859 

Georgia  

2,659,575 

2,640,289 

2,779,251 

138,962 

Hawaii  

644,212 

639,540 

673,200 

33,660 

Idaho  

644,212 

639,540 

673,200 

33,660 

Illinois  

5,344,843 

5,306,083 

5,585,350 

279,267 

Indiana  

2,661,771 

2.642,469 

2,781,546 

139,077 

Iowa  

1,594,075 

1,582,515 

1,665,805 

83,290 

Kansas  

1,290,151 

1,280,796 

1,348,206 

67,410 

Kentucky  

1,745,716 

1,733,057 

1,824,270 

91,213 

Louisiana  

1,788,389 

1,775,420 

1,868,864 

93,444 

Maine  

646,191 

641,505 

675,268 

33,763 

Maryland  

2,089,617 

2,074,464 

2,183,646 

109,182 

Massachusettes.  

3,120,206 

3,097,579 

3,260,609 

163,030 

Michigan  

4,315,224 

4,283,931 

4,509,401 

225,470 

Minnesota  

2,138,248 

2,122,742 

2,234,465 

111,723 

Mississippi  

1,189,322 

1,180,697 

1,242,839 

62,142 

Missouri  

2,666,197 

2,646,862 

2,786,171 

139,309 

Montana  

644,212 

639,540 

673,200 

33,660 

Nebraska  

837,679 

831,605 

875,373 

43,768 

Nevada  

715,220 

710,033 

747,404 

37,371 

New  Hampshire  

644,212 

639,540 

673,200 

33,660 
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Administration  on  Aging 
Grants  to  States  for  National  Family  Caregiver  Support 

FY  2003 


r  i  zuuz 

Pres  ident's 

rY  ZUU4 

r  Y  Z\J\)e*  +/- 

Actual 

Budget 

Estimate 

FY  2003 

New  Jersey  

3,974,716 

3,945,892 

4,153,571 

207,679 

New  Mexico  *  

709,060 

703,918 

740,967 

37,049 

New  York  

8,680,794 

8,617,843 

9,071,414 

453,571 

North  Carolina  

3,326,460 

3,302,337 

3,476,145 

173,808 

North  Dakota  

644,212 

639,540 

673,200 

33!660 

c  ice  noc 

b,o1o,14o 

c  coo  ncn 

<£79,902 

Oklahoma 

1,586,096 

1,574,594 

1,657,467 

82,873 

Oregon  

1,578,189 

1,566,744 

1,649,205 

82,461 

Pennslyvania 

6  973  272 

6,922,703 

7,287,056 

364,353 

Rhode  Island  

644,212 

639,540 

'  673,200 

33]660 

South  Carolina  

1,646,884 

1,634,941 

1,720,991 

86,050 

South  Dakota 

644,212 

639,540 

673,200 

33,660 

Tennessee. 

2,417,677 

2,400,144 

2,526,468 

126,324 

Texas 

7,087,631 

7,036,233 

7,406,561 

370,328 

Utah  *  

658.988 

654,210 

688,641 

34,431 

Vermont  

644,212 

639,540 

673.200 

33,660 

Virginia  

2,728,115 

2,708,331 

2,850,875 

142,544 

Washington  

2,355,545 

2.338,463 

2,461,541 

123,078 

West  Virginia  

974,517 

967,450 

1,018,368 

50.918 

Wisconsin 

2,522,840 

2,504,545 

2,636,363 

131.818 

Wyoming 

644,212 

639,540 

673,200 

33.660 

American  Samoa  

80,526 

79.943 

84,150 

4,207 

Guam  

322,106 

319,770 

336,600 

16.830 

Nothern  Marianas  

80,526 

79,943 

84,150 

4.207 

Puerto  Rico  

1,409,945 

1,399,720 

1 ,473,389 

73,669 

Virgin  Islands  

322,106 

319,770 

336,600 

16,830 

Undistributed  **  

349,660 

1 ,292,000 

1,360,000 

68,000 

Indian  Tribes  "*  

5,500,000 

5,500,000 

5,500,000 

Innovation  Grants  ***  

5,440,000 

5,440,000 

(5,440,000) 

Activities  of  National 

Significance  ***  

1,360.000 

1,360,000 

(1.360,000) 

*  Funds  distributions  include  transferring  1.83%  from  New  Mexico  and  0.4%  from  Utah  to  Arizona. 
"Funds  held  for  statutory  related  requirements  are  reflected  in  the  undistributed  line. 
***  Funds  reserved  for  Grants  to  Indian  Tribes  (for  FY  2002-FY  2004),  Innovation  Grants  and 
Activities  of  National  Significance  (for  FY  2002-FY  2003)  as  mandated  in  Older  Americans  Act. 
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1969 


Administration  on  Aging 

Grants  to  States  for  Congregate  Nutrition  Services 

FY  2003 

FY  2002  President's  FY  2004  FY  2004+/- 

Actuai  Budget  Estimate  FY  2003 

Total  Amount   $390,000,000  $390,000,000  $390,000,000 

Alabama   6,084,309  6,075,349  6,075,649 

Alaska...   1,943,897  1,930,500  1,930,500 

Arizona*   6,616,894  6,516,525  6,516,525 

Arkansas   4,174,474  4,168,532  4,168,532 

California   35,750,030  35,207,166  35,207,166 

Colorado  ,   4,226,367  4,162,189  4,162,189 

Connecticut   5,255,187  5,247,706  5,247,706 

Delaware   1,943,897  1,930,500  1,930,500 

DiSt.  of  Columbia   1,943,897  1,930,500  1,930,500 

Florida   26,723,715  26,317,912  26,317,912 

Georgia   8,074,044  7,951,439  7,951,439 

Hawaii   1,945.682  1,942,912  1,942,912 

fdaho  ,   1,943,897  1,933,101  1,933,101 

Illinois   17,331838  17,307,167  17,307,167 

Indiana   8,127,101  8,115,532  8,115,532 

Iowa  -   5,094,816  5,087,564  5,087,564 

Kansas   4,100,620  4,094,783  4,094,783 

Kentucky   5,584,848  5,576,899  5,576,899 

Louisiana   5,660,793  5.652,735  5,652,735 

Maine   2,001,384  1,998,535  1,998,535 

Maryland   6,038391  5,946,697  5,946,697  - 

Massachusettes   9,805,895  9,791,236  9,791,936 

Michigan   12,960,371  12,941,922  12,941,922 

Minnesota   6,415,205  6,406,074  6,406,074 

Mississippi   3.901,310  3,895,756  3,895,756 

Missouri  „   8,489,234  8,477,150  8,477,150 

Montana   1,943,897  1,930,500  1,930,500 

Nebraska   2,745,978  2,742,069  2,742,069 

Nevada   2,292,156  2,257,350  2,257,350 

New  Hampshire   1,943,897  1,934,983  1,934,983 
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1970 


Administration  on  Aging 
Grants  to  States  for  Congregate  Nutrition  Services 

FY  2003 

FY  2002  President's  FY  2004  FY  2004+/- 

Actua!  Budget  Estimate  FY  2003 

New  Jersey                             12,222.431  12,205,033  12,205,033 

New  Mexico*                             2,100,473  2,068,576  2,068,576 

New  York                                29,039,750  28,998,414  28,998,414 

North  Carolina..                           9,743,557  9,595,601  9,595,501 

North  Dakota                               1,943,897  1,930,500  1,930,500 

Ohio                                       16,436,742  16,413,345  16,413,345 

Oklahoma                                 5.094,049  5,086,798  5,086,798 

Oregon  >                    4,313,221  4,307,082  4,307,082 

Pennstyvania                           21,335,476  21,305,106  21,305,106 

Rhode  island                             1.955,294  1,952,511  1,952,511 

South  Carolina                            4,911,019  4,836,445  4,836,445 

South  Dakota                              1,943,897  1,930,500  1,930,500 

Tennessee                               7,172,864  7,162,654  7,162,654 

Texas  .„                         20,912,556  20,594.997  20,594,997 

Utah*                                      1,967,927  1,965,126  1,965,126 

Vermont                                     1,943,897  1,930,500  1,930,500 

Virginia  _                               8,031,996  7,910,029  7,910,029 

Washington                              6,582,553  6,482,596  6,482.596 

West  Virginia                            3.314,610  3,309,891  3,309.891 

Wisconsin                                 7,606.874  7,596,046  7,596,046 

Wyoming                                  1,943,897  1,930,500  1,930,500 

American  Samoa                          596,401  595,552  595,552  ~ 

Guam                                        971,949  965.250  965,250 

Nothern  Marianas  242.987  241,313  241,313 

Puerto  Rico                                4,415,147  4,348,102  4,348,102 

Virgin  Islands                               971.949  965,250  965,250 

Undistributed  **-                         1,220.563  3,900.000  3,900,000 

*  Funds  distributions  Include  transferring  1 .83%  from  New  Mexico  and  04%  from  Utah  to  Arizona, 
**  Funds  held  for  statutory  related  requirements  are  reflected  in  the  undistributed  line. 


64 


1971 


Administration  on  Aging 
Grants  to  States  for  Home-Delivered  Nutrition  Services 


FY  2003 

FY  2002  President's  FY  2004  FY  2004+/- 

Actual  Budget  Estimate  FY  2003 

Total  Amount   $176,500,000      $178,500,000  $178,500,000 


Aiabama   $2,827,621  $2,839,961  $2,839,961 

Alaska   $879,738  $883,575  $883,575 

Arizona*   $3,223773  $3,237,842  $3,237,842 

Arkansas   $1,804,850  $1,812,727  $1,812,727 

California   $17,418,283  $17,494,303  $17,494,303 


Colorado   $2,059,189  $2,068,175  $2,068,175 

Connecticut   $2,210,424  $2,220,071  22,220,071 

Delaware   $879,738  $883,575  $883,575 

Dist.  of  Columbia   $879,738  $883,575  $883,575 

Florida   $13,020,443  $13,077,267  $13,077,267 


$3,933,870 

$3,951,038 

$3,951,038 

$879,738 

$883,575 

$883,575 

Idaho  

3879,738 

$883,575 

$883,575 

Illinois  

$7,209,393 

$7,240,857 

$7,240,857 

$3,630,592 

$3,646,436 

$3,646,436 

$2,036,840 

$2,045,729 

$2,045,729 

$1,670,529 

$1,677,819 

$1,677,819 

$2,471,450 

$2,482,236 

$2,482,236 

Louisiana  

$2,524,012 

$2,535,027 

$2,535,027 

3879,738 

$883,575 

$883,575 

$2,942,051 

$2,954,890 

$2,954,890 

$4,027,479 

$4,045,056 

$4,045,056 

$5,862,395 

$5,887,980 

$5,887,980 

$2,836,428 

$2,848,807 

$2,848,807 

$1,679,002 

$1,686,329 

$1,686,329 

$3,612,955 

$3,628,723 

$3,628,723 

$879,738 

$883,575 

$883,575 

$1,087,705 

$1,092,452 

$1,092,452 

$1,116,794 

$1,121,668 

$1,121,668 

$879,738 

$883,575 

$883,575 
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1972 


Administration  on  Aging 
Grants  to  States  for  Home-Delivered  Nutrition  Services 


New  Jersey  

New  Mexico  *  

New  York  

North  Carolina  

North  Dakota...  

Ohio  

Oklahoma  

Oregon  

Pennslyvania...  

Rhode  (siand  

South  Carolina  

South  Dakota  

Tennessee  

Texas  

Utah  *  

Vermont  

Virginia  

Washington  

West  Virginia  

Wisconsin  

Wyoming  

American  Samoa.. 

Guam  

Nothern  Marianas. 
Puerto  Rico  

Virgin  Islands  

Undistributed  **  


FY  2002 
Actual 

FY  2003 
President's 
Budget 

FY  2004 
Estimate 

$5,302,733 
$1,023,402 
$11,768,890 
$4,747,298 
$879,738 

$5,325,875 
$1,027,867 
$11,820,251 
$4,768,016 
$883,575 

$5,325,875 
$1,027,867 
$11,820,251 
$4,768,018 
S883,575 

$7,211,516 

ffo  onrt  one 
3>2,£UU,3UD 

$2,091,873 
$8,927,937 
$879,738 

$7,242,989 
!S>2,2Uy,yUo 

$2,101,002 
$8,966,900 
$883,575 

$7,242,989 
3>2,2uy.yoo 
$2,101,002 
$8,966,900 
$883,575 

$2,392,768 
S879,738 
$3,462,061 
$10,189,105 
$924,322 

$2,403,210 
$883,575 
$3,477,171 
$10,233,572 
$928,356 

$2,403,210 
$883,575 

$3,477,171 
$10,233,572 
$928,356 

$879,738 

Co  dA  o  *aoo 

so,yi3,3oa 
$3,207,180 
51,332,476 
$3,333,263 

$883,575 
»3,930,4oz 
$3221,176 
$1,338,291 
$3,347,810 

$883,575 

$3,930,402 

$3221.176 
S>  1,338,291 
$3,347,810 

$879,738 
$135,561 
$439,869 
$109,967 
$2,151,167 

$883,575 
$135,698 
$441,788 
$110,447 
$2,160,555 

$883,575 
$135,698 
$441,788 
$110,447 
$2,160,555 

$439,869 

$441,788 

$441,788 

$552,383 

1,785,000 

1,785,000 

FY  2004  +/- 
FY  2003 


*  Funds  distributions  include  transferring  1.83%  from  New  Mexico  and  0.4%  from  Utah  to  Arizona. 
"  Funds  held  for  statutory  related  requirements  are  reflected  in  the  undistributed  line. 
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1973 


Administration  on  Aging 
Grants  to  States  for  Nutrition  Services  Incentives 

FY  2003 

FY  2002  President's  FY  2004  FY  2004+/- 

Actual  Budget  Estimate  FY  2003 

Total  Amount*   $149,670,000  $149,670,000  $149,670,000 

Alabama   2,286,302  2,398,176  2,398,176 

Alaska   358t411  376,835  376,835 

Arizona   1,778,743  1,822,271  1.822,271 

Arkansas   2,273,333  2,151,985  2,151,985 

California   12,165,591  12,166,681  12,166,681 

Colorado   1,238,114  1,236,855  1,236,855 

Connecticut   1,897,060  1,914,682  1.914..682 

Delaware  _  596,434  603,938  603,938 

DiSt.  of  Columbia   583,863  618,216  618,216 

Florida   6,663,587  6,634,854  6,634,854 

Georgia   2,611,267  2,554,101  2,554,101 

Hawaii   504,674  509,847  509,847 

Idaho   733,927  718,972  718,972 

Illinois   6,154,016  6,227,332  6,227,332 

Indiana   1,849,846  1,714,032  1,714,032 

towa  ,  ....  2,484,547  2,275,389  2,275,389 

Kansas   2,114,952  2,075.866  2,075,866 

Kentucky   1,941,419  1,902,588  1,902,588 

Louisiana   2,873,757  2,861,486  2,861,486 

Maine   660,485  676,576  676,576 

Maryland   1,960,267  1,931,358  1,931,358 

Massachusettes   4,863,197  5,039,487  5,039,487 

Michigan   7,242,888  7,088,877  7,088,877 

Minnesota   2,883,620  2,868,660  2,868,660 

Mississippi   2,005,534  1,995,549  1,995,549 

Missouri   4,722,123  4,376,431  4,376,431 

Montana   1,045,813  999,517  999,517 

Nebraska   1.361,750  1,377,759  1,377,759 

Nevada   705,129  761,651  761,651 

New  Hampshire   858,388  883,703  883,703 
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1974 


Administration  on  Aging 
Grants  to  States  for  Nutrition  Services  Incentives 

FY  2003 

FY  2002           President's  FY  2004  FY  2004+/- 

Actua!              Budget  Estimate  FY  2003 

New  Jersey                              3,176,670          3,312,007  3,312,007 

New  Mexico                                1,642,425           1,066,518  1,666,518 

New  York                                 14,478,143         14,935,478  14,935,478 

North  Carolina                            3,342,790           3,318,453  '  3,318,453 

North  Dakota                                830,277             831,162  831,182 

Ohio                                        5,224,487           5,087,938  5,087.938 

Oklahoma                                 2,641.536           2,662,884  2,662,884 

Oregon                                      1,631,898           1,491,176  1,491,176 

Pennsiyvania                             7,041.028          6,902,626  6,902,626 

Rhode  Island                                 744,572             744.713  744,713 

South  Carolina                            1,763,973           1,832,268  1,832,268 

South  Dakota                               913,080             929,979  929,979 

Tennessee                               1,938,787          2,000,020  2,000,020 

Texas.-  „                        9,359,740           9,491,746  9,491,746 

Utah                                         1,132,565           1,125,022  1,125,022 

Vermont                                    540,144            571,019  571,019 

Virginia                                     2,219,900           2,200,762  2,200,762 

Washington                               1,888,436           1,909,137  1,909,137 

West  Virginia                              1,493,009           1,460,490  1.460,490 

Wisconsin                                  3,206,995           3,192,681  3,192,681 

Wyoming                                    722,636             737,655  737,655 

American  Samoa.....   - 

Guam                                        243,457             248,318  248,318 

Nothem  Marianas                           58,266              59,296  59,296 

Puerto  Rico                              2,070,050          2,212,413  2,212,413 

Virgin  Islands                                   -                 95,677  95,677 

Undistributed   -  - 

Indian  Tribes                             1,946,000          1,886,888  1,886,888 

*  Funds  distributed  based  on  number  of  meals  served  in  the  prior  year,  ff  prior  year's  data  is  not 
available  at  the  time  the  award  is  made,  meal  data  from  the  year  before  wi8  be  used  to  calculate 
the  first  half  of  distribution,  and  adjusted  when  2nd  half  of  distribution  is  made. 


68 


1975 


Administration  on  Aging 
Grants  to  States  for  Preventive  Health  Services 

FY  2003 

FY  2002  President's  FY  2004  FY  2004  +A 

Actual  Budget  Estimate  FY  2003 

Total  Amount   $21,123,000  $21,562,000  $21,562,000 

Alabama   336,454  343,107  343,107 

Alaska   105,284  106,732  106,732 

Arizona*   385,871  391,177  391,177 

Arkansas   216,033  219,003  219,003 

California   2,084,898  2,113,557  2,113,557 

Colorado   246,476  249,865  249,865 

Connecticut   264,579  268,216  268,216 

Delaware   105,284  106,732  106,732 

Dist.  of  Columbia   105,284  106,732  106,732 

Florida   1,558,493  1,579,918  1,579,918 

Georgia.  _   470,868  477,341  .477,341 

Hawaii  „   105,284  105,732  106,732 

Idaho   105,284  106,732  106,732 

Illinois   862,934  874,798  874,798 

Indiana   434,567  440,541  440,541 

Iowa   243,801  247,153  247,153 

Kansas   199.955  202,704  202,704 

Kentucky   295,822  299,889  299,889 

Louisiana   302,114  306,267  306,267 

Maine   105,284  106,732  106,732 

Maryland  ,  352,151  356,992  356,992 

Massachusetts..   482,072  488,700  488,700 

Michigan   701,704  711,351  711,351 

Minnesota   339.509  344.176  344,176 

Mississippi   200,970  203,732  203,732 

Missouri   432,456  438,401  438,401 

Montana   105,284  106,732  106,732 

Nebraska   130,194  131,984  131.984 

Nevada   133.676  135,513  135,513 

New  Hampshire   105,284  106,732  106,732 
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1976 


Administration  on  Aging 
Grants  to  States  for  Preventive  Health  Services 

FY  2003 

FY  2002  President's  FY  2004  FY  2004+/- 

Actual  Budget  Estimate  FY  2003 

New  Jersey                                  634,715  643,441  643,441 

New  Mexico*                                122,497  124,181  124,181 

New  York                                  1,408,687  1,428,053  1,428,053 

North  Carolina                             568,232  576,044  576.044 

North  Dakota                                105,284  106,732  106,732 

Ohio                                          863.188  875,055  875,055 

Oklahoma                                   263,367  266.988  266,988 

Oregon  u                       250,388  253,831  253,831 

Pennslyvania                             1,068,637  1,083,328  1,083,328 

Rhode  Isiand                               105,284  106,732  106,732 

South  Carolina                             286,404  290,342  290,342 

South  Dakota                                 105,284  106,732  106,732 

Tennessee  ,                           414,394  420,091  420,091 

Texas                                        1,219,593  1,236,360  1,236,360 

Utah*                                        110,638  112,159  112,159 

Vermont                                    105,284  106,732  106,732 

Virginia  .                         468,416  474,855  474,855 

Washington                                 383,886  389,164  389,164 

West  Virginia                                159,492  161.684  161,684 

Wisconsin                                   398,978  404,463  404,463 

Wyoming,                                  1Q5.284  106.732  106,732 

American  Samoa                            13,161  13,341  13,341  - 

Guam                                          52.642  53,366  53,366 

Nothern  Marianas                          13,161  13.341  13,341 

Puerto  Rico                                257,486  261,026  261,026 

Virgin  Islands                                52,642  53,366  53,366 

Undistributed**  ,                        66,107  215.620  215,620 

*  Funds  distributions  include  transferring  1.83%  from  New  Mexico  and  0.4%  from  Utah  to  Arizona, 

"Funds  held  for  statutory  related  requirements  are  reflected  in  the  undistributed  line. 
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1977 


Administration  on  Aging 
Grants  to  States  for  Protection  of  Vulnerable  Older  Americans 

FY  2003 

FY  2002  President's  FY  2004  FY  2004  + 

Actual  Budget  Estimate  FY  2003 

Total  Amount   $17,681,000  $17,681,000  $17,681,000 

Alabama   283,818  281,351  281,351 

Alaska  „   88,289  87,521  87,521 

Arizona"   323,580  320,769  320,769 

Arkansas   181,159  179,584  179,584 

California   1,748,331  1,733,130  1,733,130 

Colorado..   206,688  204,891  204,891 

Connecticut   221,868  219,939  219,939 

Delaware   88,289  87,521  87,521 

DiSt.  of  Columbia   88,289  87,521  87,521 

Florida   1,306,905  1,295,544  1,295,544 

Georgia   394,856  391,424  391,424 

Hawaii   88,289  87,521  87,521 

Idaho   88,289  87,521  87,521 

Illinois   723,631  717,340  717,340 

Indiana   364,414  361,247  361,247 

Iowa   204,444  202,688  202,668 

Kansas   167,676  166,219  166,219 

Kentucky   248,068  245,911  245,911 

Louisiana   253,343  251,142  251,142 

Maine   88,289  87,521  87,521 

Maryland   295,303  292,736  292,736 

Massacnusettes   404,251  400,738  400,738 

Michigan  -  588428  583,313  583,313 

Minnesota   284,701  282,227  282,227 

Mississippi   168,527  167,063  167,063 

Missouri   362,644  359,492  359,492 

Montana   88,289  87,521  87,521 

Nebraska   109,176  108,228  108,228 

Nevada   112,096  111,122  111,122 

New  Hampshire   88,289  87,521  87,521 
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1978 


Administration  on  Aging 
Grants  to  States  for  Protection  of  Vulnerable  Older  Americans 

FY  2003 

FY  2002  President's  FY  2004  FY  2004+/- 

Actual  Budget  Estimate  FY  2003 

New  Jersey                                 532,252  527,627  527,627 

New  Mexico*                               102,722  101,828  101,828 

NewYork                                    1,181.282  1.171,014  1,171,014 

North  Carolina                              476.502  472.360  472.360 

North  Dakota                                  88,289  87,521  87,521 

Ohio                                            723.844  717,552  717,552 

Oklahoma                                    220,851  218,932  218.932 

Oregon  ~                                 209,968  208,143  208,143 

Pennsfyvania                               896,126  888,337  888,337 

Rhode  island                                  88,289  87,521  87,521 

South  Carolina                              240,170  238,082  238,082 

South  Dakota                                 88,289  87,521  87,521 

Tennessee                                   347,498  344,478  344,478 

Texas                                      1,022,714  1,013,824  1,013,824 

Utah*                                          92,778  91,971  91,971 

Vermont                                       88,289  87,521  87,521 

Virginia                                       392,799  389,385  389,385 

Washington  321,915  319,117  319,117 

West  Virginia                                133,745  132,563  132,583 

Wisconsin                                       334,571  331,663  331,663 

Wyoming                                      88,289  87,521  87,521 

American  Samoa                            11,036  10,940  10,940 

Guam                                          44,144  43J60  43,760 

Nothem  Marianas                           11,036  1  0,940  1  0,940 

Puerto  Rico                                  215,920  214,043  214,043 

Virgin  Islands                                   44,144  43,760  43,760 

Undistributed"                               23.319  176,810  176,810 

*  Funds  distributions  include  transferring  1 .83%  from  New  Mexico  and  0.4%  from  Utah  to  Arizona. 
"Funds  held  for  statutory  related  requirements  are  reflected  in  the  undistributed  line. 
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1979 


Administration  on  Aging 
Research  Coordination  Council  Activities 

AoA  conducts  demonstration  and  evaluation  activities  that  promote  active  aging  and 
improve  the  delivery  of  iong-term  care  services.  AoA's  participation  in  the  HHS 
Research  Coordination  Council  (RCC)  has  resulted  in  beneficial  collaborations  with 
other  agencies  and  improved  coordination  of  activities.  For  example: 

•  Through  the  RCC,  AoA  and  ASPE  discovered  a  mutual  interest  in  the  development 
of  "Naturally  Occurring  Retirement  Communities"  (NORCs).  AoA  is  funding  five 
demonstration  grants  to  develop  and  improve  services  in  KlORCs.  These  grants  will 
demonstrate  approaches  to  help  seniors  "age  in  place"  by  providing  a  package  of 
home  and  community-based  supportive  services  to  them  where  they  live.  ASPE  has 
agreed  to  fund  an  evaluation  of  the  NORC  grants.  This  collaboration  will  greatly 
enhance  the  quality  and  utility  of  the  knowledge  gained  from  the  NORC 
demonstrations. 

•  Secretary  Thompson  asked  AoA,  in  conjunction  with  ASPE,  CMS,  NIA,  AHRQ,  and 
other  interested  agencies,  to  develop  a  report  summarizing  the  existing  research 
evidence  on  Home  and  Community-Based  Services  (HCBS),  and  various  models  for 
integrating  the  health  and  social  supports  for  older  people,  including  what  is  known 
about  the  impact  of  such  services  and  models  on  the  health  status  and  well-being  of 
older  people  and  their  family  caregivers,  including  the  ability  of  older  people  to 
remain  at  home  and  in  their  communities.  Since  the  RCC  was  already  in  place,  and 
all  the  agencies  noted  above  are  members  of  the  RCC  Subgroup  on  Disability, 
Aging  and  Long-Term  Care  Workgroup,  the  agencies  are  using  the  RCC  as  the 
coordinating  mechanism  for  carrying  out  this  collaborative  project. 

AoA  will  continue  to  work  with  the  RCC  tc  identify  opportunities  for  collaborations  with 
other  agencies  and  to  explore  new  approaches  for  mobilizing  the  extensive  resources 
available  throughout  HHS  in  order  to  close  knowledge  gaps  and  improve  services  to 
seniors  and  their  families. 
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Administration  on  Aging 
Research,  Demonstration,  and  Evaluation  Activities 

(Dollars  in  Thousands) 


FY  2004 

Research  Priority: 

Estimate 

1. 

II. 
HI. 

No  Child  Left  Behind  -  -  

IV. 

$40,517 

V. 

Protecting  &  Empowering  Specific  Populations  

VI. 

VII. 

VIII. 

Ensuring  Our  Homeland  is  Prepared  to  Respond  to  Health  Emergencies  

IX. 

X. 

XI. 

$40,517 
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Exhibit  P 


Detail  of  Full-Time  Equivalent  Employment 


Assistant  Secretary  for  Aging....,  

Center  for  Communication  and  Consumer  Services.,.. 

Center  for  Planning  and  Policy  Development...  

Center  for  Wellness  and  Community-Based  Services, 

Center  for  Management  

Regional  Offices  

Total  FTE  Usage,  End  of  Year....  „  

HCFAC-Funded  FTE.  

Total  Appropriation-Funded  FTE  ,  


2002 

2003 

2004 

Actual 

Estimate 

Estimate 

10 

10 

10 

9 

10 

10 

9 

10 

10 

29 

28 

28 

26 

25 

25 

37 

37 

37 

120 

120 

120 

(8) 

(8) 

& 

112 

112 

112 

Average  <3S  Grade 

2000  13/5 

2001  13/5 

2002  13/4 

2003  13/4 

2004  13/4 
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Exhibit  Q 

Detail  of  Positions 


2002  2003  2004 

Actual  Estimate  Estimate 

Executive  level  I   -  -  - 

Executive  level  II.-..,   -  -  - 

Executive  level  Ifl  ,   -  —  — 

Executive  level  IV  „.  1  1  1 

Executive  level  V    -_   ~_  - 

Subtotal   1  1  1 

Total  Executive  Level  Salaries....^...  $131,556  $133,905  $138,583 

ES-6-   1  1  1 

ES-5   - 

ES-4  

ES-3  „  1  1  1 

ES-2-   1  1  1 

ES-1   -   ^_   - 

Subtotal  ,  „  3  3  3 

Total  ES  Salary   $396,639  $401,179  $409,203 

GS-15   17  19  19 

GS-14   13  14  14 

GS-13   48  50  50 

GS-12   10  10  10 

GS-11  v   5  5  5 

GS-10   1  1  1 

GS-9   11  11  11 

GS-8   2  2  2 

GS-7   4  4  4 

GS-6   2  2  2 

GS-5    I  1   \_ 

Subtotal....  „  ......  114  119  119 

Total  GS  Salary   $8,303,619  $8,735,677  $9,069,041 

Average  ES  Level   3  3  3 

Average  ES  Salary   $132,213  $133,726  $136,401 

Average  GS  Grade   13/4  13/4  13/4 

Average  GS  Salary   $72,839  $73,409  $76,210 
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Exhibit  R 

New  Positions  Requested 

2004 


Annual 

Grade  Number  Salary 


No  New  Positions  Requested.. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

ADMINISTRATION  ON  AGING 


FINAL  ANNUAL 
GPRA  PERFORMANCE  PLAN  FOR 
FISCAL  YEAR  2004 

And 

REVISED  ANNUAL  PERFORMANCE  PLAN  FOR 
FISCAL  YEAR  2003 

And 

ANNUAL  PERFORMANCE  REPORT  FOR  FISCAL 
YEAR  2002 


February  2003 


Agency  Contact:   Frank  Bums 

Office  of  Evaluation,  Administration  on  Aging 

(202)357-3516 

Frank.Bums@aoa.gov 
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FROM  THE  ASSISTANT  SECRETARY  FOR  AGING 

The  AoA  Final  Annual  Performance  Plan  and  Report  for  FY  2004  reflects  my  continued 
cornmitment  to  demonstrate  and  to  improve  the  accountability  of  AoA  and  its  partners  for 
high  quality,  effective  service  to  the  elderly  under  the  Older  Americans  Act. 

•  We  help  elderly  individuals  maintain  their  independence  in  the  community  by 
targeting  services  to  the  poor,  disabled,  minorities  and  rural  residents.  Over  time 
we  will  work  with  States  and  communities  to  improve  targeting  to  these 
vulnerable  groups  and  measure  our  progress  yearly. 

•  Integrated,  coordinated  services  in  the  community  offer  the  best  opportunity  for 
high  quality  services.  We  win  continue  to  measure  the  rates  of  funding 
integration  by  States  and  local  communities  as  an  indicator  of  service  integration. 

•  Elderly  service  consumers  are  in  the  best  position  to  assess  the  impact  of  services 
on  their  well-being  and  independence.  We  will  measure  and  improve  consumer 
assessments  of  OAA  services  to  the  elderly  and  their  caregivers  over  time. 

Accountability  through  performance  measurement  is  a  high  priority  of  mine,  and  I  am 
proud  of  the  following  performance-measurement  improvements  that  we  have  made  since 
we  submitted  the  FY  2003  plan  last  year.  Specifically,  we  have: 

•  Placed  the  AoA  component  responsible  for  GPRA  in  the  immediate  office  of  the 
Assistant  Secretary  for  Aging. 

•  Developed  measurable  long-term  goals  and  performance  measures  which  are 
consistent  with  and  build  on  annual  AoA  goals. 

•  Reduced  the  number  of  measures  in  the  AoA  plan  by  15%. 

•  Increased  outcome  measures  to  75%  of  the  measures  in  the  AoA  plan. 

•  Developed  a  FY  2004  budget  that  is  based  in  large  part  on  the  analysis  of 
performance  results  and  program  data  from  the  States. 

•  Conducted  six  national  performance  outcome  measures  surveys  for  major  AoA 
program  services.  Preliminary  data  are  included  in  this  plan  and  report 

Through  his  "One  HHS"  program  management  initiative,  Secretary  Tommy  Thompson 
established  consistent  accountability  among  program  officials  in  HHS,  requiring  our 
personal  commitment  to  achieving  the  performance  outcomes  we  have  included  in  our 
GPRA  performance  plans.  Through  this  plan.  I  am  fully  committed  to  effective  program 
results  for  all  older  Americans. 


Josefma  G.  Carbonell 
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EXECUTIVE  SUMMARY 

1.  Agency  Mission  and  Long-Term  Goals 

The  Administration  on  Aging  was  established  in  1965  through  the  enactment  of 
the  Older  Americans  Act  (OAA),  in  response  to  the  growing  number  of  eiders 
and  their  diverse  needs.  The  OAA  focuses  especially  on  vulnerable  elderly 
individuals  who  are  at  risk  of  losing  their  independence.  AoA  seeks  continuously 
to  improve  the  quality  of  life  for  all  older  Americans,  primarily  by  assisting  them  to 
remain  independent,  actively  engaged,  and  productive.  AoA  works  closely  with 
an  aging  network  of  State  and  local  entities  to  plan,  coordinate  and  develop 
home  and  community-based  systems  of  services  that  meet  the  unique  needs  of 
older  persons  and  their  families. 

The  Older  Americans  Act,  as  reauthorized  in  2000  for  five  years,  enables  AoA  to 
be  the  Federal  focal  point  for  older  persons,  their  many  contributions  and  their 
concerns.  AoA  is  Congressionally  mandated  to  provide  essential  home  and 
community-based  programs  across  the  country  that  help  to  keep  America's 
rapidly  growing  older  population  healthy,  secure  and  independent.  The  Act  also 
charges  AoA  to  serve  as  the  effective  and  visible  advocate  for  older  individuals 
within  the  Department  of  Health  and  Human  Services  and  with  other 
departments  and  agencies  of  the  Federal  Government. 

AoA  is  in  the  final  stages  of  the  development  of  a  new  strategic  plan  that 
will  serve  as  the  agency's  road  map  to  foster  accountability  for  the  elderly 
over  the  next  five  years.  The  mission  of  AoA  is  to  promote  the  dignity  and 
independence  of  older  Americans  and  to  help  society  prepare  for  an  aging 
population.  The  Assistant  Secretary  for  Aging  is  defining  AoA  priorities 
that  will  help  the  agency  achieve  the  following  among  the  measurable 
strategic  goals,  which  have  already  been  shared  with  OMB  staff  in  AoA's 
recent  PART  program  assessment. 

1 .  Target  Older  Americans  Act  services  to  vulnerable  elderly 
individuals. 

Measure:  By  FY  2007,  AoA  will  increase  the  percentage  of 
Older  Americans  Act  clients  who  live  in  rural  areas  to  38%  of  all 
clients. 

It  is  those  who  are  frail,  poor,  and  lack  adequate  access  to  care 
who  are  at  the  greatest  risk  of  institutionalization  and  loss  of 
independence.  The  Department  of  Health  and  Human  Services 
has  established  initiatives  to  foster  services  to  those  in  rural 
areas  because  limited  access  to  care  increases  the  vulnerability 
of  those  in  rural  areas  who  need  care.  AoA's  measure  for  this 
goal  recognizes  the  importance  of  the  HHS  initiative  and  the 
increased  risk  the  rural  elderly  face  because  of  limits  in  service 
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access  that  can  result  from  long  distances  and  limited 
communal  service  resources. 

2.  Integrate  Federal,  State  and  Local  Services  for  the  elderly. 

Measure:  By  FY  2007,  the  rate  of  non-AoA  funding  for  Older 
Americans  Services  will  increase  by  20%. 

In  the  face  of  a  rising  elderly  population  and  scarce  service 
resources,  the  integration  and  coordination  of  funding  and 
service  provision  for  elderly  who  need  care  is  an  essential 
element  of  program  quality.  The  Department  of  Health  and 
Human  Services  is  committed  to  the  integration  of  health  and 
social  services  on  behalf  of  individuals  in  communities.  This 
goal  and  measure  supports  Departmental  initiatives  and  fosters 
continued  improvement  by  the  State  and  local  entities  which 
currently  generate  approximately  $2  from  other  sources  for 
every  dollar  AoA  provides. 

3.  Increase  the  Impact  of  Older  Americans  Act  Programs  on 
the  Elderly 

Measure:  By  FY  2007,  increase  the  percentage  of  elderly 
individuals  served  by  Older  Americans  Act  programs  to  17%  of 
the  elderly  population. 

The  community-based  services  of  the  Older  Americans  Act 
programs,  provided  significantly  by  family  members  and 
volunteers,  are  a  cost-effective  alternative  to  institutionalization. 
Serving  a  greater  percentage  of  the  elderly  population  and  their 
caregivers  is  a  fundamental  measure  of  jmpact  and  outreach 
that  encourages  communities  to  seek  out  the  vulnerable  who 
are  at  risk  of  losing  their  independence. 

AoA  also  participates  in  the  development  of  the  strategic  goals  and  objectives  of 
the  Department  of  Health  and  Human  Services  (HHS)  each  year.  AoA  program 
activities  and  strategies  will  continue  to  support  the  achievement  of  HHS  goals 
and  objectives,  and  AoA  program  performance  measurement  efforts  will  support 
HHS  efforts  to  assess  the  progress  of  the  Department  in  achieving  the  goals  and 
objectives  of  the  HHS  Strategic  Plan.  The  detailed  roadmap  of  linkages  of  AoA 
goals  and  activities  with  the  HHS  Strategic  Plan  are  presented  in  Appendix  1  of 
this  plan. 

4.  Organization,  Programs,  Operations,  Strategies  and  Resources 

The  Administration  on  Aging  provides  leadership,  coordination  and  support  to  the 
aging  network  on  behalf  of  older  Americans.  AoA  works  to  heighten  awareness 
among  other  Federal  agencies,  organizations,  groups,  and  the  public  about  the 
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valuable  contributions  that  older  Americans  make  to  the  Nation  and  alerts  them 
to  the  needs  of  vulnerable  older  people. 

In  FY  2002,  the  Assistant  Secretary  for  Aging  reorganized  the  agency  to  focus 
on  consumers.  The  four  major  operating  components  of  AoA  are  now: 
»  The  Center  for  Planning  and  Policy  Development 

•  The  Center  for  Communication  and  Consumer  Services 

•  The  Center  for  Wellness  and  Community-Based  Services,  and 

•  The  Center  for  Management 

This  new  structure  streamlines  the  organization,  consolidates  and  elevates 
AoA's  external  communications  functions,  centralizes  and  strengthens  its 
analytical  and  policy  development  activities,  and  focuses  AoA's  programmatic 
efforts  on  those  areas  of  greatest  importance  to  older  Americans. 

State,  tribal  and  area  agencies  on  aging  ensure  coordination  and  enhancement 
of  services  that  help  vulnerable  older  persons  to  remain  in  their  own  homes. 
Fifty-six  State  agencies  on  aging  are  allocated  funds  for  support  services  based 
on  a  formula  that  reflects  the  number  of  older  residents  in  their  State.  Funds  are 
used  to  plan,  develop,  and  coordinate  In-home  and  community-based  service 
systems  in  their  States.  A  total  of  655  area  agencies  on  aging  (AAAs)  receive 
OAA  funds  from  the  State.  Area  agencies  contract  with  about  29,000  public  or 
private  providers  in  local  areas.  AoA  awards  funds  directly  to  241  Indian  tribal 
organizations  and  2  organizations  serving  Native  Hawaiian  elders.  These 
organizations  are  direct  providers  of  services  to  older  Native  Americans  living  on 
or  near  Indian  reservations,  historical  Indian  lands,  Alaska  Native  villages  and 
Native  Hawaiian  communities.  The  State,  local  and  tribal  entities  to  which  AoA 
awards  grants  under  the  authority  of  the  Older  Americans  Act,  and  the  service 
providers  they  support,  comprise  the  aging  network. 

The  aging  network  is  responsive  to  the  diverse  needs  of  older  Americans.  Meals 
are  served  in  congregate  settings  such  as  senior  centers,  mostly  to  people  who 
are  poor  and  socially  isolated.  Many  older  people  with  mild  functional 
impairments  also  need  such  supportive  services  as  transportation.  For  older 
people  with  more  severe  limitations,  the  aging  network  provides  home  and 
community-based  long-term  care  services  through  a  system  that  rt  began  to 
develop  in  the  1970's.  In  communities  throughout  the  nation,  the  home  and 
community-based  service  systems  led  by  the  aging  network  provide  a  preferred 
alternative  to  nursing  home  care,  enabling  people  to  live  as  independently  as 
possible  for  as  long  as  possible. 

•  Overview  of  Pfart  and  Performance  Report 

With  the  Government  Performance  and  Results  Act  (GPRA),  the  Congress 
established  a  management  tool  that  compels  Federal  agencies  and  programs  to 
focus  on  results.  For  AoA,  GPRA  is  an  opportunity  to  document  results 
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produced  through  the  programs  the  agency  administers  under  the  authority  of 
the  Older  Americans  Act  (OAA). 

The  final  performance  plan  for  FY  2004  also  reflects  technical  improvements 
sought  by  the  Department  of  Health  and  Human  Services  and  the  Office  of 
Management  and  Budget  (OMB).  AoA  has  reduced  the  number  of 
goals/measures  in  the  plan,  focused  on  outcomes,  and  used  performance  data 
to  support  the  agency's  budget  justification  for  FY  2004.  This  FY  2004  plan 
contains  39  performance  measures  (including  6  final  outcome  placeholder 
measures),  which  is  7  measures  or  1 5%  fewer  than  in  FY  2003.  Approximately 
75%  (29)  of  these  measures  are  intermediate  or  fina!  outcome  measures. 
Throughout  the  plan,  we  identify  the  performance  results  that  have  contributed  to 
AoA's  FY  2004  budget  justification.  AoA  contacts  responsible  for  the 
preparation  of  this  plan  are  Frank  Burns  (202-357-3516)  and  Saadia  Greenberg 
(202-357-3554). 
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I.  OVERVIEW  OF  PERFORMANCE  MEASUREMENT 

•   Report/Plan  Road  Map  and  Budget  Linkage 

The  following  performance  report  summary  updates  that  presented  in  the  final 
performance  plan  for  FY  2003.  The  most  significant  advancement  in 
performance  reporting  for  this  report  is  that  it  includes  final  FY  2001  data  earlier 
than  originally  anticipated.  As  indicated  above  with  the  presentation  of  AoA 
measurabie  strategic  goals,  the  detailed  roadmap  of  linkages  of  AoA  goals  and 
activities  with  the  HHS  Strategic  Plan  are  presented  in  Appendix  1  of  this  plan. 
The  following  chart  illustrates  the  status  of  AoA  reporting  of  performance 
measures  included  in  its  GPRA  performance  plans. 


Measures  in  Plan  Results  Reported  Results  Met  Unreported 
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18 

18 

14 

0 

2000 

18 

18 

13 
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2001 

23 

23 

1? 

0 

2002 

32* 

5 

5 

27 

2003 

46* 

NA 

NA 

NA 

2004 

39* 

NA 

NA 

NA 

*  includes  placeholders  for  six  final  outcome  measures  for  which  data  is  not  yet  available. 

The  data  for  the  performance  measures  (FY  1997  to  2001)  identified  throughout 
this  plan  present  a  story  of  performance  indicating  that  the  network  produces  the 
results  intended  by  the  Older  Americans  Act  (OAA),  The  network: 

•  successfully  targets  services  to  vulnerable  elderly  individuals,  including 
the  poor,  minorities,  and  individuals  from  rural  areas; 

•  leverages  funding  from  other  sources  in  amounts  that  were  almost 
doubie  the  funding  provided  by  AoA; 

•  leverages  funding  for  critical  in-home  and  adult-day-care  services  in 
amounts  almost  triple  the  funding  provided  by  AoA; 

•  fosters  extensive  participation  of  volunteers,  even  in  the  local  entities 
that  help  to  administer  the  OAA  programs;  and 

-   «  works  systematically  to  improve  service  coordination,  as  demonstrated 
particularly  by  the  high  percentage  of  senior  centers,  which  are  "focal 
points"  for  community  services. 
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Budget  Linkage 

AoA  has  strongly  linked  the  initial  AoA  GPRA  Plan  for  FY  2004  and  the  FY  2004 
budget  submission  by  using  GPRA  and  other  program  data  to  support  its  budget 
priorities  for  FY  2004.  The  data  presented  in  this  plan  and  report  form  the  basis 
for  AoA's  budget  focus  on  maintaining  home  and  community-based  services  and 
supporting  family  caregivers.  This  is  clearly  demonstrated  throughout  the  budget 
justification. 

The  categories  of  measures  and  the  associated  budget  priorities  they  support 
include: 

•  The  intermediate  outcome  targeting  measures  (which  document  the 
effectiveness  of  the  aging  network  in  targeting  services  to  vulnerable 
individuals)  support  the  AoA  priorities  to  maintain  home  and 
community-based  services  and  improve  the  integration  of  access  to 
services  in  the  aging  network.  States  and  communities  target 
services  to  vulnerable  elderly  individuals  at  significantly  higher 
levels  than  the  representation  of  these  populations  among  the  total 
elderly  population. 

•  The  intermediate  outcome  system  measures  (which  show  the  leveraging 
of  funds  and  illustrate  levels  of  integration)  support  AoA  efforts  to 
maintain  program  funding  and  its  pursuit  of  improvements  in  the 
integration  of  home  and  community-based  services  across  the 
network.  Overall,  States  leverage  funds  from  other  sources  at  rates 
that  double  the  AoA  funding,  and  those  rates  rose  in  FY  2001. 

•  The  service  output  measures  (which  document  declines  in  critical 
transportation  services  and  information  and  assistance)  support  AoA's 
priority  to  maintain  funding  levels  and  improve  integration  of 
services  at  the  community  level  so  as  to  identify  additional  sources 
of  funding  for  these  criticaJ  home  and  community-based  services. 
Although  projected  targets  for  tracked  services  have  not  been  met  in 
all  cases,  most  service  levels  continue  to  rise. 

•  The  Medicare  Senior  Patrols  Program  measures  (which  document  the  use 
of  seniors  to  support  efforts  to  reduce  Medicare  fraud)  support 
continued  funding  of  efforts  to  train  elders  for  this  effort. 

For  GPRA  presentation  purposes,  the  AoA  programs,  by  budget  line  item,  have 
been  grouped  into  six  GPRA  Programs: 

□  Community-Based  Services  contains  budget  line  items: 

>  Home  and  Community-based  Supportive  Services  (HCBS) 

>  Congregate  Meals 

>  Home-Delivered  Meals 

>  Preventive  Health  Services 

>  National  Family  Caregiver  Support  Program  (NFCSP) 
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□  Vulnerable  Older  Americans  contains  budget  line  Items: 

>  Ombudsman  Services 

>  Prevention  of  Elder  Abuse 

□  Native  American  Services  contains  budget  line  item: 

>  Grants  to  Indian  Tribes 

o  Research  and  Development  contains  budget  line  items: 

>  Program  innovation  Projects 

>  Alzheimer's  Disease  Dernonstration  Grants  to  States 

>  Aging  Network  Support  Activities 

□  Senior  Medicare  Patrols  contains  budget  line  Item: 

>  Senior  Medicare  Patrols  (HCFAC) 

□  Program  Management  contains  budget  fine  item: 

>  Program  Administration 
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II.  GOAL-BY-GOAL  PERFORMANCE  MEASUREMENT 
2.1  COMMUNITY-BASED  SERVICES 


Program  Description  and  Context 


{numbers  in 
thousands) 

FY  2001 
Enacted 

FY  2002 
Enacted 

FY  2003 
Presidents 
Budget 

FY  2004 
HHS  Budget 

Community 

Based 

Services 

$1,151,462 

$1,235,766 

$1,238,232 

$1,238,232 

The  Community-Based  Services  program  comprises  AoA's  budget  line  items  for 
programs  administered  by  State  and  community  agencies,  with  the  exception  of 
the  Protection  of  Vulnerable  Older  Americans  line,  which  we  have  elected  to 
show  separately  for  GPRA  purposes.  State  agencies  on  aging  are  allocated 
funds  for  state  and  community  programs  based  on  formulas  that  reflect  the 
number  of  older  residents  in  their  state.  AoA,  other  Federal,  and  outside  source 
funds  are  used  by  state  and  area  agencies  on  aging  and  service  providers  to 
coordinate  and  to  provide  services  for  elderly  individuals. 

The  Community-Based  Services  program  covers  the  majority  of  the  resources, 
services  and  activities  of  AoA  and  the  aging  network.  The  program  provides 
"access"  services,  such  as  information  and  assistance,  outreach,  and 
transportation.  The  program  covers  "community"  services,  which  include 
congregate  meals,  senior-center  activities,  adult  day  care,  pension  counseling, 
and  heaith  promotion  and  fitness  programs.  The  program  provides  "In-home" 
services,  including  home-delivered  meals,  chores,  home  maintenance 
assistance,  home-health,  and  personal  care.  The  program  includes  "caregiver" 
support,  such  as  respite  services  and  information  and  assistance  to  caregivers 
for  the  coordination  of  health  and  social  services. 

Program  Performance  Analysis 

The  FY  2004  performance  plan  includes  the  following  types  of  performance 
measures  for  community-based  programs: 

>  Intermediate  outcome  targeting  measures.  Does  the  network  target 
services  to  vulnerable  elderly  individuals  and  have  there  been 
improvements  in  the  delivery  of  these  services? 

>  intermediate  outcome  system  measures.  What  do  the  State  and 
local  components  of  the  network  contribute  to  the  elderly  in  the  way  of 
resources,  coordination,  and  emphasis  on  the  most  vulnerable? 

>  Service  output  measures.  What  level  of  services  will  the  network 
provide  to  elderly  Individuals  each  year  for  meals,  transportation,  etc.? 
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>  End  outcome  measures.  From  the  perspective  of  elderly  consumers 
and  their  caregivers,  what  results  are  AoA  and  the  network  producing 
for  the  elderly? 


Performance  Measures  Table— Intermediate  Outcome  Targeting  Measures 
(Parti) 


Pf^rfnrro anre  finals 

1  »1  Uvl3 

Actual  Performance 

Notes 

INTERMEDIATE  OUTCOME 

TARGETING  MEASURES: 

Poverty 

A  significant  percentage  of 

FY  fid- 

FY  04: 

02/06 

UMA  i  iiie  lit  service 

FY  03:  32% 

FY  03: 

02/05 

6 

recipients  are  poor. 

cv  n*?- 

r  T  Ui.  zo7o 

FY  02: 

02/04 

FY  01:  25% 

FY  01: 

29.3% 

Norm:  Percent  of  U.S. 

FY  00: 

30.3% 

elderly  population  who  are 

FY  99: 

31.7% 

poor: 

2000:  10.2% 

FY  98: 
FY  97: 

36.2% 
39.1% 

Increase  participation  by  the 

FY  04:  7  States 

FY  04: 

02/06 

poor  ai  States  - 

FY  03:  5  States 

FY  03: 

02/05 

developmental 

FY  02:  {Mew  in  03} 

FY  02: 
FY  01: 

02/04 
02/03 

Rural  Residence 

A  significant  percentage  of 

FY  04c  34% 

FY  04: 

02/06 

OAA  Title  HI  service 

FY  03:  34% 

FY  03: 

02/05 

6 

recipients  live  in  rural  areas. 

FY  02:  25% 

FY  02: 

02/04 

FY  01:  25% 

FY  01: 

30.4% 

Norm:  Percent  of  U.S. 

FY  00:  (New  in  01) 

FY  00: 

32.9% 

elderly  population  who  live  in 

FY  99: 

33.6% 

rural  areas: 

FY  98: 

33.5% 

2000:  23% 

FY  97: 

32.6% 

Increase  rural  participation  in 

FY  04:  7  States 

FY  04: 

02/06 

States  — developmental 

FY  03:  5  States 

FY  03: 

02/05 

FY  02:  (New  in  03) 

FY  02: 
FY01: 

02/04 
02/03 

II 
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Performance  Measures  Table — Intermediate  Outcome  Targeting  Measures  {Part  2) 


Performance  Goals 

I  Targets 

Actual  Performance 

Notes 

INTERMEDIATE  OUTCOME 
TARGETING  MEASURES 

[ 

Minorities 

A  significant  percentage  of 

FY  04:  20% 

FY  04: 

02/06 

a 

OAA  Title  III  service 

FY  03:  19% 

FY  03: 

02/05 

D 

recipients  are  minorities. 

FY  02:  17% 

FY  02: 

02/04 

Norm:  Percent  of  U.S. 
elderly  population  wno  are 
minorities: 

2000:  16.4% 

FY  01:  17% 

FY  00:  {New  in  01) 

FY  01: 
FY  00: 
FY  99: 
FY  98: 
FY  97: 

18.8% 
19.1% 
19.3% 
19.6% 
21 .8% 

Carepivers 

Increase  the  ratio  of  family 
caregivers  to  registered 
clients.  --  developments! 

FY  04:  1.5  to  10 
FY  03:  1.0  to  10 
FY  02:  (New  in  03) 

FY  04: 
FY  03: 
FY  02: 
FY  01: 

02/06 
02/05 
02/04 

(baseline:  06/03) 

Q 

Disability 

Increase  participation  by 
disabled  elderly  in  States  - 
deve/opmenfa/ 

FY  04:  7  States 
FY  03:  5  States 
FY  02:  {New  in  03) 

FY  04: 
FY  03: 
FY  02: 

02/06 
02/05 
02/04 

6 

Services  to  Senior  Eld&rs 
(75  +  years) 

Increase  participation  by 
senior  elders  in  States  - 
developmental 

FY  04:  7  States 
FY  03:  5  States 
FY02:  (New  in  03) 



FY  04: 
FY  03: 
FY  02: 

02/06 
02/05 
02/04 

{Note:  The  targeting  measures  are  presented  in  two  tables  for  ease  of 
presentation.) 


Performance  Measures  Analysis— Intermediate  Outcome  Targeting 
Measures 

The  OAA  seeks  to  ensure  and  to  support  the  well-being  of  elderly  Americans, 
particularly  those  who  are  most  vulnerable,  including  the  poor,  minorities, 
disabled,  and  the  elderly  in  rural  areas.  It  is  not  enough  that  the  network  provide 
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services;  the  network  must  reach  out  to  and  serve  the  most  vulnerable  among 
the  elderly. 

AoA  has  identified  a  set  of  targeting  measures  to  track  the  effectiveness  of  the 
network  in  meeting  the  intent  of  the  OAA  to  serve  vulnerable  elderly  individuals, 
and  to  target  measurable  improvements  where  appropriate.  AoA  and  the 
network  are  also  focusing  on  targeting  services  to  caregivers  to  ensure  the 
successful  implementation  of  the  new  program. 

*    if  AoA  is  to  demonstrate  that  the  network  is  targeting  services  to 
vulnerable  individuals,  then  data  should  show  that  the 
percentage  of  clients  who  are  poor,  disabled,  minorities  and 
those  in  rural  areas 3  is  significantly  higher  than  the  percentage 
of  all  elderly  persons  in  the  total  population  who  fit  these 
characteristics* 

Results  for  Intermediate  Outcome  Targeting  Measures 

For  AoA  targeting  measures,  the  tables  above  indicate  that  the  aging  network 
effectively  targets  services  to  tfie  vulnerable  elderly  individuals  in  the 
Nation. 

>  Poverty  Targeting  Measures:  Whereas  1 0%  of  all  elderly  over  60  years 
old  were  poor,  30%  or  more  of  aging  network  clients  were  poor  for  ail 
years  reported. 

>  Rural  Targeting  Measure:  For  all  years  reported,  nearly  one-third  of  OAA 
program  participants  in  FY  1999  lived  in  rural  areas,  compared  to  less 
than  one-quarter  for  the  total  population  age  60  and  above. 

>  Minority  Targeting  Measure:  The  percent  of  OAA  clients  who  were 
minorities  (19%)  remains  higher  than  the  total  percent  of  all  elderly 
minority  individuals  (16%). 

>  Disability  Targeting  Measure:  Disability  data  for  42  States  show  that  a 
very  high  percentage  of  clients  receiving  home  delivered  meals  have 
limitations  in  Activities  of  Daily  Living  (ADL's)  and  in  Instrumental  Activities 
of  Daily  Living  (lADL's).  This  data  indicates  that  states,  as  a  whole,  are 
successfully  targeting  services  to  disabled  elderly  individuals. 

>  Senior  Elders  Targeting  Measure:  Data  on  age  categories  for  42  states 
show  that  a  high  percentage  of  clients  (over  60%)  receiving  registered 
services  are  aged  seventy-five  and  above.  This  data  indicates  that 
states  as  a  whole  are  successfully  targeting  registered  services  to 
eiderly  individuals  aged  seventy-five  and  above. 
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>  Caregiver  Targeting  Measure:  The  caregiver  program  was  implemented 
in  FY  2001 .  The  Network  has  no  results  data  to  report  thus  far. 

AoA  is  concerned  about  the  trends  represented  in  the  tables  above  indicating 
that  the  percentage  of  vulnerable  target  populations  receiving  services  appears 
to  be  declining.  The  following  addresses  AoA's  approach  to  monitoring  this 
activity  and  ensuring  that  the  current  high  level  of  performance  is  maintained. 

Goals  and  Targets 

Performance  targets  for  FY  2004  are  based  on  the  past  and  current  performance 
of  the  network  as  reflected  in  the  tables  above.  To  ensure  the  continued 
successful  performance  of  the  network  in  targeting  services  to  vulnerable  elderly 
individuals,  AoA  seeks  to  maintain  performance  at  or  near  the  levels 
established  over  the  last  few  years.  The  national  targets  for  FY  2004  for 
serving  poor  and  rural  clients  have  been  maintained  at  the  2003  ievel  to  reflect 
that  intention.  The  national  target  for  serving  minority  clients  has  been 
increased. 

AoA's  intermediate  outcome  targeting  measures  are  a  significant  factor  in 
the  agency's  priorities  for  the  FY  2004  budget.  Even  though  the  network 
effectively  targets  services  to  vulnerable  individuals  overall,  the  percentage  who 
are  vulnerable  (poor,  rural  and  minority)  appears  to  be  declining.  In  FY  2004, 
AoA  will  maintain  its  support  of  community-based  services  and  foster  improved 
integration  of  home  and  community-based  services  to  better  serve  vulnerable 
populations.  AoA  is  already  conducting  analysis  of  the  current  characteristics  of 
systems  across  the  nation,  including  the  assessment  of  best  practices,  which  will 
speak  to  many  of  the  factors  that  influence  the  effectiveness  of  State  and  local 
entities  in  targeting  services  to  those  who  need  them  most. 

In  its  commitment  to  continuously  improve  program  performance  where  it  is 
needed,  AoA  is  proposing  to  improve  performance  for  primary  service  States  that 
do  not  perform  at  the  national  average  for  targeting  services.  AoA  proposes  to 
improve  performance  in  five  States  in  FY  2003  and  seven  States  in  FY  2004 
for  which  client  service  ratios  are  beiow  national  or  multi-State  service 
ratios  for  poverty,  rural  residence,  disability  status,  and  service  to  senior 
elders. 

AoA's  targeting  measure  for  the  National  Family  Caregiver  Support  Program  is 
the  ratio  of  caregivers  to  registered  clients.  To  demonstrate  that  the  program  is 
having  an  impact,  this  ratio  should  increase  over  time.  The  initial  commitment  for 
the  caregiver  program  is  to  serve  250,000  family  caregivers.  This  equates  to  a 
ratio  for  the  3  million  registered  clients  of  less  than  1  to  10.  AoA  continues  in  the 
FY  2004  budget  to  maintain  resources  for  the  caregiver  program,  because  it  is 
likely  that  a  very  many  of  the  network's  3  million  registered  clients  are  supported 
by  a  family  caregiver,  who  helps  the  elderly  client  maintain  their  independence 
and  who  could  benefit  from  caregiver  services  from  the  aging  network. 
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Performance  Measures  Summary  Table —  Intermediate  Outcome  System 
Measures  (Part  1) 


Performance  Goais 

Targets 

Actual  Performance 

Notes 

SYSTEM  MEASURES: 

Leverage  Funding 

ividif  iiotii  c3  niyii  ictinj  <ji 

FY  04:  $2.20  to  $1.00 

FY04: 

02/06 

Leveraged  funds  to  AoA 

FY  03:  $1.90  to  $1.00 

FY03: 

02/05 

funds. 

FY  02:  $1.50  to  $1.00 

FY  02: 

02/04 

6 

FY  01:  $1.50  to  $1.00 

FY  01: 

$2.10  to  $1.00 

FY  00:  (New  in  01) 

FY  00: 

$1.90  to  $1.00 

FY  99; 

$1.90  to  $1.00 

FY  98: 

$1.90  to  $1.00 

FY  97: 

$1.80  to  $1.00 

Increase  leveraged  funding 

ri  U4.  o  btates 

FY04: 

02/06 

raiios  for  States  - 

FY  03:  5  States 

FY  03: 

02/05 

developmental 

CV  AO-  /Main  in  A"3\ 

r  t  u^.  ^new  sn  uo/ 

FY  02: 

02/04 

A  high  percentage  of  funding 

FY  04-  76% 

FY04: 

02/06 

for  the  following  services  will 

FY  (TV  7&°m 

FY03: 

02/05 

OTie  from  leveraged  funds; 

cv  AO-  vno/ 
r  Y         /U  A 

FY  02: 

02/04 

»    Personal  Care 

FY  01  ■  70% 

FY  01: 

74.5% 

B    Home-Delivered  Mesfs 

CV  Aft  /Mqui  Iri  n*t  ^ 

r  i  uu  (New  in  ui| 

FY  00: 

74% 

•    Adult  Day  Care 

FY  99: 

75% 

FY  98: 

75% 

> 

FY  97: 

74% 

PtoQram  income 

■ 

Maintain  a  high  ratio  of 

FY  04:  (Discontinued) 

FY04: 

02/06 

network  program  income  to 

FY  03:  $.35  to  $1.00 

FY03: 

02/05 

AoA  funding. 

FY  02:  $.30  to  $1.00 

FY  02: 

02/04 

FY  01:  $.30  to  $1.00 

FY  01: 

$.37  to  $1.00 

(New  in  01} 

FY  00: 

$.35  to  $1.00 

6 

FY  99: 

$.35  to  $1.00 

FY  98: 

$.37  to  $1.00 

FY  97: 

$.37  to  $1.00 

Increase  program  income 

FY  04:  5  States 

FY  04:  02/06 

ratios  for  States) — 

FY  03:  5  States 

FY  03: 

02/05 

developmental 

FY  02:  (New  in  03) 

FY  02:  02/04 

... 
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Performance  Measures  Summary  Table—Intermediate  Outcome  System 
Measures  {Part  2) 


Performance  Goals 

Targets 

Actual  Performance 

Notes 

INTERMEDIATE 

OUTCOME  SYSTEM 
MEASURES 

Senior  Center  Focsl 
Points 

Maintain  high  percentage  of 
senior  centers  that  are 
community  focal  points- 
Area  Aaencv  Volunteers 

Maintain  high  percentage  of 
volunteer  staff  among  area 
agencies  on  aging, 
(discontinued) 

FY  04:  62% 
FY  03:  60% 
FY  02:  50% 
FY  01:  50% 
FY  00  (New  in  01) 

FY  04:  (Discontinued) 

FY  03:  46% 

FY  02;  40% 

FY  01:  40% 

FY  00:  (New  in  01) 

FY  04:  02/06 
FY  03:  02/05 
FY  02:  02/04 
FY  01:  58.1% 

FY  99:  59.5% 
FY  98:  58.8% 
FY  97:  57.9% 

FY  03:  02/05 
FY  02:  02/04 
FY  01:  41.8% 
FY  00:  44.1% 
FY  99:  45.9% 
FY  98:  43.8% 

6 
6 

FYS7:  50.7% 

increase  volunteer  staff 
participation  for  State 
Agencies 

FY  04;  5  States 
FY  03:  Number  of 
States  (new  in  04) 

FY  04:  02/06 
FY  03:  02/05 

6 

Careqiver 

Increase  the  number  of 
State  agencies  on  aging 
that  provide  caregiver 
services  in  aii  five  service 
categories  - 
developmental 

FY  04:  10  States 
FY  03:  10  States 
FY  02:  (New  in  03) 

FY  04: 

FY  03:  TBD 

FY  02:  02/04 

FY  01:  Baseline  06/03 

6 
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Performance  Measures  Analysis—  Intermediate  Outcome  System  Measures 

Intermediate  Outcome  System  measures  data  should  show  that;  (1)  there  is  a 
significant  contribution  above  and  beyond  funding  provided  by  AoA  ;  (2) 
there  is  a  strong  degree  of  coordination  of  services  provided  through  the 
network;  and  (3)  the  network  is  community  oriented  and  makes  use  of 
community  resources. 


Results  for  Intermediate  Outcome  Systems  Measures 

The  data  reported  above  for  AoA's  intermediate  outcome  system  measures 
demonstrate  the  fol-owing: 

1 .  The  funds  "leveraged"  by  the  aging  network  are  significant  m 
totat,  almost  doubling  AoA  funds  for  alt  years  reported. 

2.  The  leveraged  funds  substantially  exceed  the  funding  provided 
by  AoA  for  home  and  community  services  to  the  elderly, 
particularly  the  disabled  who  required  in-home  services  and  adult 
day  care. 

3.  The  network  does  not  rely  solely  on  funds  provided  by  other 
sources,  but  every  year  generates  a  significant  amount  of 
revenue,  which  is  put  back  into  the  program  for  services, 

4.  The  network  is  characterized  by  a  strong  community  orientation, 
in  which  senior  centers  are  not  only  places  where  elderly 
individuals  receive  services,  but  are  places  where  services  for  the 
elderly  are  organized  and  coordinated. 

5.  The  network  is  committed  to  local  solutions  and  resources  in 
support  of  the  elderly,  as  reflected  in  data  that  show  that  almost 
40%  of  area  agency  staff  are  volunteers. 

>  Leveraged  Funding  Measures:  For  all  years  reported,  FY  1997  through 
FY  2001, 

o  funds  leveraged  by  State  and  local  agencies  exceeded  funds 
provided  by  AoA  by  almost  100%,  and  for  FY  2001  exceeded  that 
level;  and 

o  approximately  three-quarters  of  the  funding  that  supported 
personal  care,  home-delivered  meals,  and  adult  day  care 
combined,  came  from  sources  other  than  AoA. 

>  Program  Income  Measure:  Data  for  all  five  fiscal  years  indicate  that 
revenue  generated  by  the  aging  network  (e.g.,  voluntary  contributions  for 
meals)  is  a  significant  funding  source,  representing  approximately  one- 
third  of  the  amount  provided  by  AoA  each  year.  In  FY  2001,  network 
generated  program  income  rose  to  37%  of  AoA  funds. 
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>  Senior  Center  Focal  Point  Measure:  Each  year,  over  half  of  all  senior 
centers  participating  in  the  program  were  community-service  "focal 
points." 

>  Area  Agency  Volunteer  Measure:  The  percentage  of  the  staff  of  area 
agencies  on  aging  that  is  made  up  of  volunteers  was  between  40  and  50 
percent  in  FYs  1997  through  2001. 

>  Caregiver  Measure:  For  the  National  Family  Caregiver  Support  Program, 
our  initial  objective  for  the  "system"  is  to  develop  a  well-rounded  program 
that  serves  the  various  needs  of  caregivers  as  envisioned  by  the  OAA. 
The  developmental  measure  addresses  the  extent  to  which  State 
agencies  develop  comprehensive  caregiver  programs  that  provide  the 
variety  of  services  required  by  the  OAA, 

Goals  and  Targets 

Performance  targets  for  FY  2004  are  based  on  the  past  and  current  performance 
of  the  network  as  reflected  in  the  tables  above.  Because  of  the  outstanding 
overall  performance  of  the  network  for  all  of  the  defined  intermediate  outcome 
systems  measures,  AoA  seeks  to  maintain  performance  at  or  near  the  levels 
established  as  national  performance  targets  over  the  last  few  years.  AoA  does 
not  believe  that  the  FY  2001  declines  for  the  focal  point  and  volunteer  staff 
measures  are  either  significant  or  permanent.  As  a  result,  the  national  targets 
for  FY  2004  for  leveraging  funds,  program  income,  and  focal  points  have 
been  maintained  at  high  FY  2003  levels. 

Consistent  with  this  intention,  AoA  is  committed  to  continuously  improve  program 
performance  where  it  is  needed.  AoA  proposes  in  FY  2003  and  2004  to 
improve  performance  in  five  States  for  which  client  service  ratios  are 
below  national  or  multi-State  service  ratios  for  leveraged  funding  and 
program  income.  In  FY  2004,  A6A  will  improve  volunteer  staff  ratios  in  5 
States  where  the  ratios  are  below  the  national  average. 

AoA's  intermediate  outcome  system  measures  are  also  a  significant  factor 
in  the  agency's  priorities  for  the  FY  2004  budget.  Even  though  the  network 
overall  effectively  leverages  funds  and  attracts  volunteers  on  behalf  of  vulnerable 
elderly  individuals,  there  are  significant  variations  among  States.  AoA  wfll 
maintain  funding  at  current  levels,  and  is  conducting  analyses  which  will  identify 
best  practices  associated  with  the  integration  of  home  and  community-based 
services.  This  analysis  will  speak  to  many  of  the  factors  that  influence  the 
effectiveness  of  State  and  local  entities  in  leveraging  funds  and  attracting 
volunteers  for  those  who  need  services. 

in  the  interests  of  reducing  the  number  of  performance  measures  in  the  GPRA 
plan,  AoA  will  discontinue  the  national  program  income  measure  and  the 
national  area  agency  volunteer  staffing  measures  beginning  in  FY  2004. 
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Performance  Measures  Summary  Table — Service  Measures  (Part  1) 


Performance  Goals 

Targets 

Actual  Performance 

Notes 

SERVICE  OUTPUT 

{numbers  in  millions) 

(numbers  in  millions} 

MEASURES 

Nutrition 

Increase  the  number  of 

FY  (\A 

loo.u 

FV  f\A 
PY  U4 

UY/Ub 

home-delivered  meals 

FY  03 

FV  <Yt 

1 

provided. 

try  no 

IOO.U 

fy  n*> 

FY  fli 
P  i  y  » 

I  lo.O 

CV  Q1 

140.0 

FY  00 

155.0 

FY  00 

143.4  V 

FY  QO 

r  t  yy 

i  iy.u 

FY  QO 
p  t  y» 

1  ^/t  ft  / 

FV  Qfl 

1  9Q  7 

FY  97 

123.4 

FY  96 

119.1 

FY  95 

119~0 

Maintain  the  number  of 

FY  04 

115  2 

FY  04 

no  /oft 

1 

congregate  meals  provided. 

cv  m 
r  Y  u«j 

no.<t 

fv 

1 

CV  AO 

1 15.2 

cv  no 

02/04 

FV  A<1 

1 15.2 

Fvm 

Pi  U  I 

FV  nn 

ri  UU 

t  IO.  S 

cv  nn 
PY  uU 

I  lO.O  V 

FY  QO 

r  v  yy 

FV  QQ 
r  i  wy 

1  1«C.O  V 

FV  Oft 

py  wo 

CV  Q7 

py  y/ 

1 13.1 

FY  96 

118.6 

Transportation 

FY  95 

123.4 

Maintain  the  number  of 

FY  04 

50.7 

FY  04 

02/06 

units  of  service  provided. 

FY  03 

50.7 

FY  03 

02/05 

6 

FY  02 

50.7 

FY  02 

02/04 

FY  01 

50J 

FY  01 

39.4 

FY  00 

46.6 

FY  00 

42.8^ 

FY  99 

39.5 

FY  99 

45.8  V 

FY  98 

45.7 

FY  97 

46.5 

FY  96 

36.9 

FY  95 

39.5 
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Performance  Measures  Summary  Table — Service  Measures  (Part  2) 


Performance  Goals 

Targets 

Actual  Performance 

Notes 

SERVICE  OUTPUT 

(numbers  in  minions) 

(numbers  in  millions) 

MEASURES 

Information  and 

Assistance 

Maintain  the  number  of 

r  T  U4 

10./! 

rY  U4 

no/nc 

units  of  service  provided. 

fv 

r  i  \jo 

15  2 

FY  03 

D 

FY  02 

152 

FY  02 

02/04 

FY  01 

FY  01 

13.1 

FY  00 

14.0 

FY  00 

13.4  V 

FY  99 

12.5 

FY  99 

12.2  V 

FY  98 

13.1 

FY  97 

14.0 

F  Y96 

13.7 

FY  95 

12.5  Contacts 

Careahrer  Services 

fncrease  the  number  of 

FY  04 

300,000 

FY  04 

02/05 

6 

caregivers  served.  - 

FY  03 

250,000 

FY  03 

02/04 

deve/opmenfa/ 

FY  02 

(New  in  03) 

FY  02 

275,000  (preliminary 

baseline) 

Service  Output  Measures 


The  measures  in  this  section  of  the  plan  are  output  measures  that  provide  a 
basis  for  tracking  the  level  of  services  that  AoA  and  the  other  components  of  the 
network  provide.  Rather  than  encumber  the  plan  with  extensive  counts  for  a 
variety  of  services,  AoA  will  continue  to  report  on  major  service  categories 
identified  in  the  table  above,  with  the  view  that  they  are  representative  of  AoA 
funded  activity. 

in  FY  2003,  AoA  added  a  developmental  measure  for  the  National  Family 
Caregiver  Support  Program,  which  is  consistent  with  the  expectations  of  the 
Congress  for  the  new  program.  Primarily,  it  is  the  objective  of  the  program  to 
reach  out  to  caregivers.  Thus,  at  least  initially,  it  is  more  relevant  for  AoA  to 
identify  the  number  of  individuals  served  than  the  units  of  service  provided,  in 
addition,  AoA  and  the  network  must  identify  consistent  definitions  of  service  units 
prior  to  establishing  measures  of  such  units. 

Service  output  data  should  show  that  over  time  performance  outputs  are 
consistent  with  the  level  of  resources  provided  by  AoA  and  the  anticipated 
levei  of  resources  provided  by  other  network  sources  through  the  States. 
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Results  for  Service  Output  Measures 

The  data  for  FY  2001  and  for  previous  years  reflect  that  AoA  and  the  Network 
are  providing  a  level  of  service  that  is  consistent  with  funding  provided  and  with 
changes  in  service  costs.  For  example,  the  number  of  home-delivered  meals 
provided  continues  to  rise,  and  in  FY  2001  was  higher  than  for  any  of  the 
previous  years  presented  in  the  table  above.  However,  the  increases  for  home- 
delivered  meals  and  other  services  were  not  as  great  as  AoA  had  projected, 
most  likely  due  to  unusual  and  unanticipated  cost  increases  {eg.:  fuel)  As  a 
result,  the  data  for  FY  2001  indicate  that  AoA  did  not  meet  service  performance 
targets  for  any  of  the  four  output  measures  included  in  the  FY  2001  annual 
performance  plan. 

>  Home  Delivered  Meals  Output  Measures:  The  data  reflects  a  modest 
increase  in  the  number  of  home-delivered  meals  provided  in  FY 
2001,  and  the  highest  number  of  meals  provided  in  the  seven  years 
represented  in  the  table  above.  We  did  not  meet  the  higher  targeted 
result,  which  we  believe  reflects  two  factors:  1)  the  difficulty  of  accurately 
targeting  the  number  of  meals  that  will  be  served  in  a  given  fiscal  year, 
and  2)  cost  increases  (particularly  fuel  costs)  associated  with  delivering 
the  meals.  Because  this  is  the  second  year  in  which  actual  performance 
for  this  output  measure  is  below  projected  targets,  AoA  will  conduct  a 
more  detailed  analysis  of  this  phenomenon  over  the  next  year. 

>  Congregate  Meals  Output  Measure:  FY  2001  data  indicates  that  the 
network  did  not  meet  its  target  for  congregate  meals,  and  that  the  number 
of  congregate  meals  served  declined  to  approximately  the  FY  1999  levels. 

>  Transportation  Output  Measure:  The  level  of  output  performance  for 
transportation  service  did  not  meet  the  FY  2001  target  and  declined  for 
the  second  consecutive  year.  Although  AoA  overstated  the  FY  2000  and 
2001  targets  when  it  based  them  on  data  for  FY  1997,  we  are  concerned 
about  the  continued  fall  in  transportation  service  units.  Further  analysis  of 
program  data  indicated  that  the  average  cost  for  a  trip  continues  to  rise 
substantially,  from  approximately  $3.50  in  FY  1999  to  $4.00  in  FY  2000 
and  to  $4.67  in  FY  2001,  suggesting  that  rising  fuel  prices  contributed  to 
the  phenomenon. 

>  Information  and  Assistance  Output  Measures:  The  level  of  output 
performance  for  information  and  assistance  also  did  not  meet,  the  FY 
2001  target.  However,  because  service  output  for  information  and 
assistance  has  been  stable  over  the  last  five  years,  consistent  with  stable 
funding,  we  do  not  believe  that  the  level  reported  reflects  a  significant 
problem  for  the  Network. 

>  Caregiver  Output  Measure:  The  caregiver  program  was  implemented  in 
FY  2001 .  Preliminary  data  provided  to  AoA  by  State  agencies  indicates 
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that  the  Network  has  exceeded  the  legislative  target  of  serving  250,000 
caregivers  in  FY  2002.  Preliminary  estimates  indicate  the  States  have 
provided  direct  service  to  a  minimum  of  275,000  caregivers  in  FY  2002. 
When  program  data  on  caregivers  served  are  finalized,  AoA  will  establish 
appropriate  targets  for  caregiver  services  in  the  FY  2005  GPRA  plan. 

Goals  and  Targets  for  Service  Output  Measures 

Performance  targets  for  FY  2004  are  based  on  the  past  and  current  performance 
of  the  Network.  Even  though  AoA's  performance  for  FY  2001  and  FY2000  was 
significantly  below  performance  targets,  AoA  will  continue  to  maintain  at  a 
constant  level  the  performance  targets  for  its  service  output  measures.  We  will, 
however,  conduct  a  more  concentrated  analysis  of  the  factors  that  are  apparently 
affecting  the  output  totals  the  States  are  reporting.  It  is  clear  from  leveraged 
funding  data  that  other  funding  sources  are  matching  the  AoA  investment  in 
these  services.  However,  increasing  costs  seem  to  be  affecting  the  level  of 
output  the  States  can  produce  with  the  added  investment. 
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Performance  Measures  Summary  Table — Client  and  Program  Outcome 
Measures 


Performance  Goals 

Targets 

Actual 
renorrnance 

Notes 

CLIENT  AND  PROGRAM 
OUTCOME  MEASURES 

(NOTE:  See  analysis 
of  preliminary  data  in 
presentation  below.) 

Nutrition 

The  average  nutritional  risk  score 
for  established  OAA  clients  will  be 
lower  than  the  average  score  few- 
new  clients.  -  developmental 

FY  04: 
FY  03: 

FY  02:  (new  in  03) 

FY  04: 
FY  03: 
FY  02: 

1 

A  high  percentage  of  new  clients 
for  home-delivered  meals  have 
high  nutritional  risk  scores. 

FY  04: 
FY  03: 
FY  02: 

FY  04: 
FY  03: 
FY  02: 

1 

Transportation 

A  high  percentage  of  clients  rate 
transportation  service  as  very  good 
or  better.  ~  developmental 

FY  04: 
FY  03: 
FY  02: 

FY  04: 
FY  03: 
FY  02: 

6 

Information  and  Assistance 

A  high  percentage  of  clients  report 
that  calls  for  information  and 
assistance  are  answered  quickly. 
developmental 

FY  04: 
FY  03: 
FY  02: 

FY  04: 
FY  03: 
FY  02: 

6 

Home  Care  Services 

Improve  home  care  services 
satisfaction  scores.  •- 
developmental 

FY  04: 
FY  03: 
FY  02: 

FY  04: 
FY  03: 
FY  02. 

6 

Caregiver 

Improve  caregiver  support  services 
satisfaction  scores:  - 
developmental 

FY  04: 
FY  03: 
FY  02: 

FY  04: 
FY  03: 
FY  02: 

6 
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Performance  Measures  Analysis — Client  and  Program  Outcome  Measures 

IMPORTANT  NOTICE:  The  Administration  on  Aging  entered  into  a  contract 
with  WESTAT,  Inc.  to  conduct  national  performance  outcome  measures 
surveys  for  the  following  services  in  FY  2002:  nutrition,  transportation, 
home  care,  caregiver  support,  and  information  and  assistance.  The 
following  is  an  analysis  of  preliminary  data  from  these  surveys.  It 
demonstrates  from  the  perspective  of  the  consumer  that  the  Aging  network 
provides  effective  and  useful  services  to  elderly  individuals. 

AoA  has  conducted  five  national  surveys  of  elderly  clients  and  a  survey  of  family 
caregivers  to  obtain  the  assessment  of  ciients  regarding  OAA  services  and  to 
use  the  data  as  a  basis  for  performance  outcome  measures.  With  the  surveys, 
AoA  obtained  assessments  from  approximately  3,400  elderly  individuals  and 
caregivers,  using  sampling  methods  that  allow  AoA  to  make  observations  that 
are  representative  of  OAA  clients  as  a  whole.  The  surveys  of  elderly  clients  were 
designed  to  assess  the  following  service  categories:  congregate  and  home- 
delivered  meals,  information  and  assistance,  homecare  services,  and 
transportation.  The  caregiver  survey  obtained  caregiver  assessments  of  the 
services  provided  to  them  and  to  the  elderly  they  serve.  The  following  are 
highlights  from  the  national  surveys  for  each  of  the  categories  surveyed. 

Preliminary  Results  of  FY  2002  National  Outcome  Measures  Surveys 

Nutrition  Services: 

>  The  Aging  Network  effectively  targets  meals  to  elderly  individuals  at 
high  nutritional  risk  (data  is  from  the  Nutrition  Screening  Initiative 
questionnaire). 

•  79  percent  of  home  delivered  meal  clients  are  at  high  nutritional 
risk;  19  percent  are  at  moderate  risk. 

•  39  percent  of  congregate  meal  recipients  are  at  high  risk;  49 
percent  are  at  moderate  risk. 

>  Home-delivered  meals  programs  are  targeted  to  the  very  old  and  to 
the  very  disabled. 

•  58  percent  of  home  delivered  meal  clients  are  75  years  of  age  or 
older;  65  percent  of  congregate  meal  clients  are  75  years  of  age  or 
older. 

•  83  percent  of  home  delivered  meal  recipients  have  at  least  one 
limitation  with  the  Activities  of  Daily  Living  (ADLs)  and  99  percent 
have  one  or  more  limitations  with  the  Instrumental  Activities  of  Daily 
Living  (lADLs);  more  specifically,  54  percent  of  home  delivered 
meal  clients  had  difficulty  getting  around  at  home  while  65  percent 
reported  difficulty  getting  around  outside  their  homes. 
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•  41  percent  of  home  delivered  meal  clients  have  limitations 
with  three  or  more  ADLs;  this  41  percent  constitutes  a  nursing 
home  eligible  population  being  cared  for  at  home  with  support 
from  the  aging  network. 

>.  There  is  a  high  degree  of  consumer  satisfaction  with  meals 
programs  provided  through  the  network. 

•  95  percent  of  home  delivered  meal  recipients  report  that  they  like 
the  meals;  99.8  percent  report  they  like  the  person  who  delivers  it; 
84  percent  report  that  meals  are  always  or  almost  always  delivered 
on  time. 

•  91  percent  of  congregate  meal  recipients  report  they  are  very  or 
somewhat  satisfied  with  the  way  the  meals  taste;  99  percent  report 
the  meal  site  is  pleasant  and  100  percent  report  the  meal  site  is 
safe. 

Transportation  Services: 

>  individuals  who  use  transportation  services  sponsored  byAoA  find  these 
transportation  services  to  be  vital  to  their  independence  and  well-being. 

•  33  percent  of  seniors  using  these  services  use  them  for  "virtually  all"  of 
their  trips. 

«  48  percent  "definitely  get  around  more  now  than  before  they  had  this 
service." 

>  The  AoA-funded  transportation  services  are  targeted  to  individuals  who 
most  need  them. 

•  Only  29  percent  of  those  using  these  services  have  the  possibility  of 
driving  instead. 

•  63  percent  of  the  riders  are  75  years  of  age  or  older. 

>  Transportation  services  are  highly  regarded  by  the  elderly  who  use 
them. 

•  Over  80  percent  rate  the  services  as  "excellent"  or  very  good. 

•  76  percent  "would  definitely  recommend  these  services  to  a  friend" 

•  The  drivers  who  provide  services  get  particularly  high  marks: 

►  85  percent  are  rated  as  "always  polite" 

►  84  percent  "always  help  passengers  getting  in  and  out  of  the 
vehicles  when  needed" 

••       65  percent  "always  help  passengers  getting  .in  and  out  of  their 
homes  when  needed" 

Information  and  Assistance: 

>  48  percent  of  calls  were  to  obtain  services  and  36  percent  were  to  obtain 
information. 
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>  Callers  report  a  high  level  of  satisfaction, 

•  84  percent  of  callers  were  either  very  satisfied  or  satisfied  with  the  way 
their  call  was  handled. 

•  89  percent  said  they  would  recommend  the  service  to  a  friend  or 
colleague. 

>  Responses  are  helpful. 

•  85  percent  of  respondents  said  they  received  the  information  they 
were  expecting. 

•  84  percent  said  the  information  received  should  resolve  their  issue. 

•  96  percent  of  callers  said  the  person  they  spoke  with  understood  them. 

>  Responses  are  timely. 

•  94  percent  of  callers  reported  that  their  call  was  answered  within  5 
rings. 

•  86  percent  reported  the  phone  was  answered  by  a  person  (rather  than 
a  machine). 

•  85  percent  who  left  voice  mail  reported  a  callback. 
Home  Care  Services: 

>  The  homemaker  services  sponsored  by  AoA  are  targeted  to  clients  with 
a  high  degree  of  need  who  are  at  risk  of  losing  their  independence. 

•  63  percent  report  annual  household  incomes  below  $10,000. 

•  71  percent  live  alone. 

•  71  percent  are  age  75  and  older. 

•  Virtually  all  clients  of  homemaker  services  (98  percent)  have  at  least 
one  limitation  in  a  range  of  home  management  activities  called 
Instrumental  Activities  of  Daily  Living  (lADLs). 

•  Personal  care  limitations  with  such  activities  of  daily  living  (ADLs)  as 
bathing  and  dressing  were  reported  by  80  percent  of  the  homemaker 
clients;  37  percent  of  homemaker  service  recipients  report  three 
or  more  ADL  limitations  which  constitutes  a  level  of  frailty 
consistent  with  nursing  home  residents,  i.e.  37  percent  of 
homemaker  service  clients  eligible  for  nursing  home  placement 
are  receiving  their  care  at  home  through  AoA  sponsored  services. 

>  Clients  of  homemaker  services  report  high  levels  of  satisfaction  with 
the  quality  of  services  they  receive. 

•  84  percent  said  their  homemaker  is  thorough. 

•  87  percent  said  the  homemaker  takes  an  interest  in  them. 

•  86  percent  said  the  homemaker  does  things  the  way  the  client 
wants  them  done. 
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Caregiver  Support  Services: 

>  AoA  sponsored  caregiver  services  are  provided  to  individuals 
(caregivers)  who  need  the  services. 

•  24  percent  have  difficulty  providing  care  because  of  their  own 
physical  limitations. 

•  37  percent  are  providing  care  for  someone  else. 

•  51  percent  are  providing  all  or  nearly  all  of  the  care  for  the  elderly 
care  recipient. 

•  30  percent  of  caregivers  are  65  years  of  age  or  older. 

•  65  percent  of  all  care  recipients  are  75  years  of  age  or  older;  22 
percent  are  85  or  older, 

•  45  percent  are  working;  10  percent  stopped  working  to  provide 
care. 

•  88  percent  provide  transportation  for  their  care  recipient;  79 
percent  help  with  meals  or  laundry;  73  percent  help  with  financial 
matters. 

>  Caregivers  receiving  AoA  funded  services  report  that  these  services  are 
vital  to  maintain  the  caregivers  ability  to  provide  services. 

•  88  percent  report  that  services  have  definitely  or  probably  enabled 
them  to  provide  care  longer  than  would  otherwise  have  been 
possible. 

•  72  percent  of  caregivers  report  the  services  have  "helped  a  lot";  an 
additional  27  percent  say  the  services  have  "helped  a  little." 

>  AoA  sponsored  caregiver  services  are  highly  regarded  by  those 
individuals  who  use  them:  59  percent  are  "very  satisfied"  with  the 
services  received;  another  36  percent  are  "somewhat  satisfied." 


Next  Steps— Defining  Outcome  Measures  Based  on  Surveys 

The  data  presented  above  are  based  on  preliminary  survey  results.  As  the  data 
are  finalized  over  the  next  few  months,  AoA  will  work  with  State  and  local 
representatives  who  assisted  in  the  development  of  these  surveys  to  identify 
specific  measures,  including  performance  targets  for  FY  2005,  that  can  be  used 
to  measure  program  outcomes  on  an  annual  basis  over  time.  To  ensure  that 
there  is  a  continuous  source  of  outcome  data,  AoA  has  again  contracted  with 
WESTAT  to  repeat  the  outcome  measures  surveys  for  FY  20Q3.  In  addition,  at 
least  four  States  will  be  conducting  comparable  State-level  surveys  in  FY  2003, 
for  performance  measurement  purposes.  AoA  will  work  to  expand  this  number 
substantially  in  future  years. 
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Goals  and  Targets 

With  the  collection  and  analysis  of  National  data  in  2002,  AoA  will  be 
prepared  to  establish  performance  targets  for  a  varied  set  of  outcome 
measures  in  the  final  FY  2004  annual  performance  plan.  AoA  will  continue  to 
sponsor  the  development  of  national,  State  and  local  performance  outcome 
measurement  projects.  As  AoA  has  with  the  development  of  GPRA  measures 
as  a  whole,  decisions  on  outcome  measures  will  be  iterative,  and  the  agency, 
with  input  and  guidance  from  the  network,  will  continue  to  improve  outcome 
measures  over  time.  AoA  has  worked  with  statistical  consultants  to  determine 
how  statistical  tools  can  be  employed  to  derive  national  data  for  the  performance 
outcome  measures  that  are  approved  for  use  for  the  aging  network,  and  is 
prepared  within  the  next  year  to  conduct  a  national  survey.  The  results  of  the 
outcome  measures  project  will  be  used  to  improve  performance  measures  for 
AoA  administered  programs,  and  the  status  of  project  implementation  and 
findings  will  be  provided  in  all  updates  of  AoA's  performance  plan  submissions. 
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2.2  VULNERABLE  OLDER  AMERICANS 
Program  Description  and  Context 


(numbers  in 
thousands) 

FY  2001  Enacted 

FY  2002  Enacted 

FY  2003 
President's 
Budget 

FY  2004 

HHS 
Budget 

Vulnerable  Older 
Americans 

$14,181 

$17,681 

$17,681 

$17,681 

AoA  uses  its  measurement  activity  for  the  Ombudsman  program  to  represent  the 
broader  budget  activity  "Vulnerable  Older  Americans,"  which  also  includes 
funding  for  other  activities  associated  with  the  protection  of  the  rights  of  elder 
individuals.  Long-term  care  ombudsmen  are  necessary  advocates  for  residents 
of  nursing  homes,  board  and  care  homes,  and  adult  care  facilities. 


Ombudsman  responsibilities  outlined  in  Title  VI!  of  the  Older  Americans  Act 
include: 

>  Identifying,  investigating  and  resolving  complaints  made  by  or  on  behalf  of 
residents; 

>  Providing  information  to  residents  about  long-term  care  services; 

>  Representing  the  interests  of  residents  before  governmental  agencies  and 
seeking  administrative,  legal  and  other  remedies  to  protect  residents; 

>  Analyzing,  commenting  on  and  recommending  changes  in  laws  and 
regulations  pertaining  to  the  health,  safety,  welfare  and  rights  of  residents; 

>  Educating  and  informing  consumers  and  the  general  public  regarding  issues 
and  concerns  related  to  long-term  care  and  facilitating  public  comment  on 
laws,  regulations,  policies  and  actions;  and 

>  Promoting  the  development  of  citizen  organizations  to  participate  in  the 
program  and  providing  technical  support  for  the  development  of  resident  and 
family  councils  to  protect  the  well  being  and  rights  of  residents. 
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Program  Performance  Analysis 


Performance  Measures  Summary  Table— Ombudsman  Intermediate 
Outcome  Measures 


Performance  Goals 

Targets 

Actual 

Performance 

Notes 

INTERMEDIATE  OUTCOME 
MEASURES 

OMBUDSMAN  MEASURE 

Maintain  a  high  combined 
resolution  /  partial  resolution  rate 
for  complaints  in  nursing  homes. 

FY  04  :  75% 
FY  03:  74% 
FY  02:  70% 

FY  04: 
FY  03: 
FY  02: 

6 

FY  01:  70% 
FY  00:  70% 
FY  99:  71.48% 

FY  01:  76.7% 
FY  00:  74.1  W 
FY  99:  74.3%  V 
FY  98:  70.6% 
FY  97:  72.1% 

Improve  combined  resolution/ 
partial  resolution  rate  for  primary 
Aging  network  States  (States  and 
Territories) 

FY  04:  7  States 
FY  03:  5  States 
FY  02:  (New  in  03) 

FY  04:  02/06 
FY  03:  02/05 
FY  02:  02/04 

Performance  Measures  Analysis — Ombudsman  Intermediate  Outcome 
Measures 

A  major  goal  of  the  Ombudsman  Program  is  to  enable  residents  of  long-term 
care  facilities  and  their  families  to  be  informed  "long-term  care  consumers''  and 
to  facilitate  the  resolution  of  problems  regarding  care  and  conditions  in  long-term 
care  facilities.  To  demonstrate  that  the  network  is  targeting  services  to 
vulnerable  individuals,  data  should  show  that  a  significant  percentage  of 
complaints  are  resolved  each  year.    In  FY  2003,  at  the  urging  of  the  Office  of 
Management  and  Budget  and  the  Office  of  the  Secretary  of  HHSF  AoA  added  a 
performance  measure  to  foster  improved  performance  by  committing  to 
increase  resolution  rates  for  five  program  States  (States  or  Territories)  that 
currently  perform  below  the  national  average. 

Results  for  Ombudsman  Intermediate  Outcome  Measures 

>  Complaint  Resolution  Measure:  For  each  of  the  years  included  in  the 
table  above,  the  network  has  achieved  a  high  combined 
resolution/partial  resolution  rate  in  excess  of  70  percent.  For  FY 
2001 ,  the  rate  has  risen  to  over  75%. 
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Goals  and  Targets 

Performance  targets  for  FY  2003  and  2004  are  based  on  the  past  and  current 
performance  of  the  network  as  reflected  in  the  table  above.  Because  of  the 
successful  overall  performance  of  nursing  home  Ombudsmen  in  resolving 
complaints,  AoA  seeks  to  maintain  performance  at  or  near  the  levels  established 
as  national  performance  targets  over  the  last  few  years.  The  national  targets  for 
FY  2003  and  2004  for  resolving  complaints  have  been  increased  to  reflect  that 
intention. 

AoA  is  committed  to  continuously  improve  program  performance  where  it  is 
needed.  To  reflect  this  commitment  for  its  Ombudsman  program  intermediate 
outcome  measure,  beginning  with  the  FY  2004  performance  plan,  AoA  targets 
to  improve  performance  in  five  States  in  FY  2003  and  seven  States  in  FY 
2004,  for  which  Ombudsman  complaint  resolution  percents  are  below  the 
national  complaint  resolution  percentage. 
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2.3  SERVICES  FOR  NATIVE  AMERICANS 


Program  Description  and  Context 


(numbers  in 
thousands) 

FY  2001  Enacted 

FY  2002  Enacted 

FY  2003 
President's 
Budget 

FY  2004 
HHS 
Budget 

Grants  to  Indian 
Tribes 

$23,457 

$25,722 

$27,729 

$27,729 

Between  213,000  and  395,000  American  Indians  and  Alaska  Natives  over  the 
age  of  60  were  identified  in  the  2000  Census.  The  lower  number  represents 
those  individuals  who  identified  themselves  as  "American  Indian  or  Alaska  Native 
alone"  and  the  larger  number  represents  those  who  identified  themselves  as 
'American  Indian  or  Alaska  Native  alone  or  in  combination  with  other  races". 
Although  older  adults  represent  only  about  eight  percent  of  the  total  American 
Indian  and  Alaska  Native  population,  their  numbers  are  increasing  rapidly.  This 
increase  is  due  to  better  health  and  living  conditions  as  well  as  the  increasing 
number  of  people  self-identifying  as  American  Indian  or  Alaska  Native.  Today, 
older  American  Indians,  Alaska  Natives  and  Native  Hawaiians  can  expect  to  live 
well  into  their  eighties  and  nineties.  This  recent,  but  welcome  trend  will  place 
even  greater  demands  on  home  and  community-based  service  delivery  systems. 

AoA's  American  Indian,  Alaska  Native,  and  Native  Hawaiian  Program-Title  VI  of 
the  OAA  —  is  responsible  for  serving  as  the  Federal  advocate  on  behalf  of  older 
Native  Americans,  coordinating  activities  with  other  Federal  departments  and 
agencies,  administering  grants  to  Native  Americans  for  home  and  community- 
based  services,  and  collecting  and  disseminating  information  related  to  the 
problems  of  older  Native  Americans. 

Under  Title  VI  of  the  OAA,  AoA  annually  awards  grants  to  provide  home  and 
community-based  and  nutrition  services  for  American  Indian,  Alaska  Native  and 
Native  Hawaiian  older  adults  living  in  the  Title  VI  service  area.  In  2001,  grants 
were  awarded  to  233  American  Indian  and  Alaska  Native  tribal  organizations 
representing  nearly  300  tribes,  and  two  organizations  serving  Native  Hawaiian 
elders. 

In  addition  to  nutrition  services,  the  Title  VI  program  funds  home  and  community- 
based  services  such  as  information  and  assistance,  transportation,  chore 
services,  homemaker  services,  health  aide  services,  outreach;  family  support, 
and  legal  assistance.  [There  is  also  a  Native  American  Caregiver  Support 
Program,  established  in  the  2000  amendments  to  the  OAA;  however,  the  funding 
for  this  appears  in  another  OAA  budget  line.] 
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Performance  Measures  Summary  Table — Native  Americans  Program 


Darinrma  nre  f^nnlc 
rvnuiiiianwf  uuofo 

Targets 

Actual  Performance 

Notes 

Initially  increase  and  then  maintain  units  of 

{numbers  in 

{numbers  in  thousands) 

service  in  the  following  categories: 

thousands) 

Hoffie-oelivereo  meals 

FY  04 

1  R«^n 

l,ODU 

FY  04 

•  02/06 

r  T  uo 

1  ,OOU 

FY  03 

02/05 

I 

py  Q2 

1  850 

FY  02 

02/04 

FY  01 

1795 

FY  01 

2,166 

FY  00 

1,632 

FY  00 

1,778 

FY  99 

1  456 

FY  99 

1  680  V 

FY  98 

t624 

FY  97 

1,525 

Congregate  meals 

r  T  UH 

FY  04 

02/06 

1 

FY  03 

1,650 

FY  03 

02/05 

1 

FY  02 

1,650 

FY  02 

02/04 

FY  01 

1,583 

FY  01 

1,440 

FY  00 

1,439 

FY  00 

1,348 

CV  OO 

r  i  yy 

1  "iOO 
\,0£.£. 

FY  99 

1 ,290 

FY  98 

1.354 

FY  97 

1,386 

Transportation  service  vnits 

FY  04 

732 

FY  04 

02/06 

n 

FY  03 

732 

FY  03 

02/05 

FY  02 

732 

FY  02 

02/04 

FY  01 

732 

FY  01 

735 

FY  00 

665 

FY  00 

699 

r  t  yy 

1  Do 

FY  99 

702 

FY  98 

719 

FY  97 

680 

Information/referral  service  units 

FY  04 

747 

FY  04 

02/06 

FY  03 

747 

FY  03 

02/05 

FY  02 

747 

FY  02 

02/04 

6 

FY  01 

747 

FY  01 

659 

FY  00 

679 

FY  00 

651 

FY  99 

632 

CV  GO 

r  t  yy 

FY  98 

715 

FY  97 

705 

In-home  service  units 

FY  04 

(discontinued) 

FY  04 

02/06 

FY  03 

970 

FY  03 

02/05 

FY  02 

953 

FY  02 

02/04 

FY  01 

953 

FY01 

961 

FY  00 

866 

FY  00 

929 

FY  99 

742 

FY  99 

942 

FY  98 

1  032 

FY  97 

882 

Other  services 

FY  04 

(discontinued) 

FY  03 

660 

FY  03 

02/05 

FY  02 

650 

FY  02 

02/04 

FY  01 

650 

FY  01 

776 

FY  00 

591 

FY  00 

682 

FY  99 

512 

FY  99 

702  V 

FY  98 

756 

FY  97 

583 
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Program  Performance  Analysis 

For  the  most  part,  Native  American  programs  have  maintained  service  levels, 
adjusted  for  inflation,  in  the  face  of  level  funding.  The  FY  2001  data  indicate 
successful  results  for  all  performance  targets  except  for  information/  referral 
services  and  congregate  meals.  However,  service  provision  overall  remains 
stable  for  this  program. 

Beginning  in  FY  2004,  AoA  will  eliminate  two  output  measures  for  this  program, 
and  track  the  same  measures  it  tracks  for  the  State  home  and  community-based 
programs:  meals,  transportation,  and  information  and  referral. 

Locally  administered  home  and  community-based  programs  and  services  are  an 
important  component  of  the  long-term  care  delivery  system.  Indian  tribes  have 
pursued  the  development  of  appropriate  home  and  community-based  long-term 
care  services  to  enable  their  elders  to  remain  as  independent  as  possible  in 
community  settings  of  their  choice.  Through  236  grants  provided  by  AoA,  a 
variety  of  in-home  support  services  were  provided  to  tribes,  tribal  organizations 
and  Native  Hawaiian  organizations  during  FY  2001: 

>  More  than  61 ,000  older  American  Indians,  Alaska  Natives  and  Native 
Hawaiians  received  a  variety  of  in-home  services  including  personal  care 
services,  homemaker  services,  health  aide  services,  case  management 
assistance,  and  family  support. 

>  Approximately  735,000  rides  were  provided  to  older  Native  American  adults 
to  meal  sites,  medical  appointments,  grocery  stores  and  ether  destinations. 

>  Nearly  a  million  units  of  individual  and  family  support  services,  such  as 
visitation  and  respite,  were  provided  to  elders  and  their  families.  More  than 
650,000  units  of  information  and  assistance  on  issues  dealing  with  Social 
Security,  food  stamps,  and  other  topics  were  provided  to  elders  and  their 
families. 

Recipients  of  rides  were  able  to  increase  their  access  to  programs  and  services 
and  maintain  greater  independence  within  their  communities.  Recipients  of 
information  and  assistance  have  increased  information  about  their  right  to 
receive  Social  Security,  food  stamps  and  other  services  aimed  at  improving  their 
health  and  standard  of  living. 
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2.4  AOA  RESEARCH  AND  DEVELOPMENT 


(numbers  in 

FY  2001  Enacted 

FY  2002  Enacted 

FY  2003 
President's 

FY  2004 

HHS 
Budget 

thousands) 

Budget 

Research  and 
Development 

$46,626 

$52,119 

$41,716 

$41,716 

AoA's  Research  and  Development  projects  are  intended  to  establish  programs 
for  model  demonstrations,  applied  research  and  national  resource  centers  to 
produce  best  practices,  useful  knowledge  and  systems  improvements  that  point 
policy  makers  and  program  administrators  to  well-reasoned  courses  of  action  in 
the  field  of  aging.  Because  these  projects  and  other  evaluation  activities  support 
the  fundamental  program  characteristics  of  the  aging  network  programs,  AoA  will 
not  establish  a  separate  set  of  performance  measures  for  these  activities.  The 
ability  of  AoA  and  the  network  to  achieve  the  service,  outcome  and  systems 
performance  goals  of  the  OAA  programs  relies  in  part  on  the  projects  and 
activities  carried  out  under  this  program  category.  Significant  new  program 
activity  and  program  improvements  have  their  roots  in  such  research  and 
development  projects,  including  nutrition  programs  for  the  elderly,  the  new 
caregiver  program,  and  the  long-term  care  ombudsman  program. 
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2.5  SENIOR  MEDICARE  PATROLS  &  TECHNICAL  ASSISTANCE  CENTERS 


Program  Description  and  Context 


FY  2003 

FY  2004 

(numbers  in 
thousands) 

FY  2001  Enacted 

FY  2002  Enacted 

President's 
Budget 

HHS 
Budget 

Senior  Medicare 
Patrols  and 
Technical 
Assistance 
Centers 

$1,500 

£2,000 

$3,000 

$3,000 

HHS,  particularly  the  Centers  for  Medicare  and  Medicaid  Services  (CMS)  and  the 
Office  of  Inspector  General  (OIG),  has  placed  significant  emphasis  on  the 
identification  and  reduction  of  billions  of  dollars  of  fraud  and  waste  in  the 
Medicare  program.  AoA  has  played  an  active  role  in  addressing  this  national 
problem  through  two  legislative  sources. 

Health  Insurance  Portability  and  Accountability  Act  (HIPAA)  of  1996.  Under  the 
HIPAA,  AoA  works  in  partnership  with  the  Centers  for  Medicare  and  Medicaid 
Services  (CMS),  the  Office  of  Inspector  General  (OIG),  the  Department  of 
Justice,  and  other  Federal,  State,  and  local  partners  to  educate  and  inform  older 
Americans  how  they  can  play  an  important  role  in  protecting  the  benefit  integrity 
of  the  Medicare  and  Medicaid  programs.  AoA's  primary  efforts  under  this 
initiative  have  been  to:  1}  fund  State  and  local  projects  to  train  aging 
network  professionals  to  recognize  and  report  potential  instances  of 
waste,  fraud,  and  abuse;  2}  develop  and  disseminate  consumer  education 
materials  to  beneficiaries;  and  3)  support  technical  assistance  efforts 
designed  to  share  and  replicate  common  strategies  and  successful 
practices  among  federal,  state  and  local  officials,  health  care 
professionals,  community  service  providers  who  serve  older  Americans, 
and  beneficiaries  and  their  families.  The  funding  from  HIPAA  is  now  primarily 
used  to  fund  technical  assistance  centers  that  support  the  "Senior  Medicare 
Patrols." 

Omnibus  Consolidated  Appropriations  Act  of  1 997:  Beginning  with  the  Omnibus 
Consolidated  Appropriations  Act  of  1997  (P.L.  104-209),  AoA  has  been  charged 
with  establishing  innovative  community-based  projects  that  seek  to  utilize  the 
skills  and  expertise  of  retired  professionals  in  educating  older  Americans 
regarding  how  to  help  protect  the  benefit  integrity  of  the  Medicare  and  Medicaid 
programs.  During  FY  2001,  AoA  funded  52  such  community-based  projects, 
known  as  "Senior  Medicare  Patrol  Projects,"  in  47  States,  plus  the  District  of 
Columbia  and  Puerto  Rico.  These  Senior  Medicare  Patrol  Projects  recruit  and 
train  retired  professionals,  such  as  doctors,  nurses,  teachers,  lawyers, 
accountants,  and  others  to  work  in  their  communities,  teaching  beneficiaries  how 
to  take  an  active  role  in  protecting  their  Medicare  card  numbers  and  their  health 
care. 
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Program  Performance  Analysis 


Performance  Measures  Summary  Table —  Senior  Medicare  Patrol  Measures 


Performance  Goals 

Targets 

Actual  Performance 

Notes 

SENIOR  MEDICARE  PATROL 
MEASURES 

Trainers 

Increase  the  number  of 
trainers  who  educate 
beneficiaries 

Volunteers 

FY  04:  (discontinued) 

FY  03:  56,800 

FY  02:  54,800 

FY01:41,10C 

FY  00:  17,125 

FY  99:  (new  in  2000) 

FY  04:  02/05 

FY  03:  02/04 

FY  02:  57,061 

FY  01: 48,076 

FY  00:  39,300  trained  V 

FY  99: 13,700  (baseline)  (a) 

Increase  the  number  of 
beneficiaries  who  are  educated 
by  the  volunteer  trainers 

FY  04: 1,200,000 
FY  03:  600,000 
FY  02:  500,000 
FY  01:  (new  in  2002) 

FY  04: 02/05 
FY  03:  02/04 
FY  02: 955,000 
FY  01:  570,000 

INTERMEDIATE  OUTCOME 
MtASUKcb 

FY  00:  350,000  (baseline)  (b) 

inquiries 

increase  the  number  of 
substantiated  complaints 
generated  through  AoA's 
activities  (i.e.  complaint  results 
in  some  action  taken). 

FY  04:  3,000 
FY  03:  2,500 
FY  02:  330 
FY  01:  280 
FY  00:  200 
FY  99:  (new  in  2000) 

FY  04:  02/05 
FY  03:  02/04 
FY  02:  2,708 
FY  01:  2,190 
FY  00:  1.241 
FY  99:  133  (baseline)  (c) 

Previous  reports  and  plans  may  have  "percentages"  or  "percents"  shown 
for  some  of  the  targets.  We  have  concluded  that  using  percents  or 
percentages  may  have  caused  some  confusion  for  some  readers.  We  have 
converted  all  targets  to  "numbers."  We  believe  that  this  will  help  to 
eliminate  any  confusion.  Also,  all  numbers,  for  targets  and  results,  are 
"cumulative"  since  inception  of  the  projects  -  including  projects  funded 
under  the  Health  insurance  Portability  and  Accountability  Act  (HIPAA)  of 
1996. 


{a.)The  cumulative  total  includes  volunteers  who  were  trained  under  HIPAA. 
This  effort  was  succeeded  by  the  "Senior  Medicare  Patrol"  projects 
authorized  by  the  Omnibus  Consolidated  Appropriations  Act  of  1997  (P.  I. 
104-209). 

(b)  Cumulative  including  beneficiaries  educated  under  the  authority  of  HIPAA. 

(c)  Baseline  total  is  cumulative  including  complaints  substantiated  under  HIPAA. 
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Performance  Measures  Analysis— Senior  Medicare  Patrol  Program 

AoA  has  elected  to  employ  a  set  of  fundamental  results  measures  that  reflect  the 
agency's  commitment  of  educating  and  informing  older  Americans  how  to  take 
an  active  role  in  their  health  care,  thereby  helping  to  maintain  the  benefit  integrity 
of  the  Medicare  and  Medicaid  programs.  The  DHHS  OIG  collects  performance 
data  from  AoA's  Senior  Medicare  Patrol  Projects  semi-annually. 

To  demonstrate  that  the  network  is  educating  older  Americans  to  take  an  active 
role  in  their  health  care  and  protect  the  integrity  of  Medicare  and  Medicaid 
services,  the  data  should  show  an  incrrease  in  the  number  of  trainers  who 
educate  beneficiaries,  an  increase  in  the  number  of  beneficiaries  educated  by 
volunteer  trainers,  and  an  increase  in  the  number  of  complaints  that  have  been 
reported  and  acted  upon  as  a  result  of  the  AoA  programs. 

To  contribute  to  the  reduction  of  output  measures  in  the  FY  2004  report,  AoA  will 
discontinue  its  measure  of  the  number  of  trainers. 

Results  for  the  Senior  Medicare  Patrol  Program 

For  the  measures  presented  in  the  table  above,  the  data  indicates  that  the  aging 
network  effectively  educates  and  informs  older  Americans  how  to  take  an 
active  role  in  their  health  care  and  maintain  the  integrity  of  the  Medicare 
and  Medicaid  systems. 

>  Volunteers  Trained  Measure:  The  first  measurement  is  directed  at 
increasing  the  number  of  volunteers  trained  by  AoA's  grantees,  who  in 
turn  educate  an  increasing  number  of  beneficiaries  regarding  how  to  take 
an  active  role  in  protecting  their  health  care.  In  FY  1999,  the  Senior 
Medicare  Patrol  Projects  were  just  beginning  to  develop  their  training 
activities  and  materials.  However,  by  the  end  of  FY  1999  we  had  trained 
13,700  (on  a  cumulative  basis)  community  volunteers  under  the  HIPAA 
and  Senior  Medicare  Patrol  projects.  During  FY  2000  and  beyond, 
materials  and  effective  training  strategies  were  more  widely  utilized  by  the 
grantees,  which  meant  that  we  could  increase  the  target  of  the  number  of 
volunteers  trained  to  over  57,000  by  FY  2002. 

The  performance  for  FY  2002  exceeded  the  target,  by  reaching 
approximately  57,000  volunteers  trained.  We  do  not  anticipate  that  the 
grantees  will  train  as  many  new  volunteers  during  future  years  because 
the  effort  will  build  on  the  large  pool  of  experienced  volunteers  who  will 
continue  to  conduct  sessions  during  those  years.  Also,  because  AoA 
wants  to  focus  on  trained  beneficiaries  and  their  results,  this  measure  is 
discontinued  in  FY  2004. 
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>  Beneficiaries  Educated  Measure:  The  second  measurement  is  directed 
toward  increasing  the  number  of  beneficiaries  who  are  educated  by  the 
volunteer  trainers.  This  measurement  was  new  in  FY  2002.  It  is  the 
beneficiaries,  who  have  to  learn  to  detect  possible  fraud,  waste  and  abuse 
in  the  Medicare  payments.  AoA  substantially  exceeded  its  FY  2002 
target.  The  "trainers"  trained  over  950,000  beneficiaries  for  both  HIPAA 
and  the  Senior  Medicare  Patrol  projects.  As  a  result  of  this  unexpected 
level  of  training  activity,  AoA  has  increased  its  target  for  FY  2004,  to 
1,2000,000  beneficiaries  trained  since  inception  of  these  projects. 

>  Inquiries  Submitted  and  Acted  Upon  Measure:  The  third  measurement 
consists  of  the  number  of  inquiries  submitted  by  AoA's  projects  and 
volunteers  to  health  care  providers,  Centers  for  Medicare  and  Medicaid 
Services  (CMS),  the  OIG,  and  other  appropriate  sources  that  result  in 
some  action  being  taken.  In  FY  1999,  this  system  of  reporting  was  just 
beginning  to  be  developed  and  AoA's  projects  started  with  a  baseline  of 
133  cases  (for  both  the  HIPAA  and  Senior  Medicare  Patrol  projects)  that 
resulted  in  some  sort  of  corrective  action  being  taken.  In  FY2002,  the 
projects  exceeded  the  projected  target,  with  more  than  2,700  cases 
that  resulted  in  some  action  being  taken. 

Goals  and  Targets 

Performance  targets  for  FY  2004  are  based  on  the  past  and  current  performance 
of  the  network  as  reflected  in  the  table  above.  Because  the  network  significantly 
exceeded  performance  targets  in  all  three  of  the  performance  measures,  AoA 
has  increased  the  FY04  targets.  AoA 's  commitment  to  increased 
performance  is  reflected  in  the  increase  in  FY04  performance  targets  for 
the  Senior  Medicare  Patrol  Program. 
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2.6  PROGRAM  MANAGEMENT 


Program  Description  and  Context 


(numbers  in 
thousands) 

FY  2001  Enacted 

FY  2002  Enacted 

FY  2003 
President's 
Budget 

FY  2004 
HHS 
Budget 

Program 
Direction 

517,216 

$18,053 

$17,986 

$17,501 

From  the  outset  of  GPRA  implementation,  AoA  has  agreed  with  the  HHS 
principle  that  management  challenges  should  be  addressed  in  the  GPRA 
context,  and  included  two  process  measures  in  its  original  FY  1999  annual 
performance  plan.  With  the  FY  2002  plan,  AoA  reestablished  its  commitment  to 
include  management  measures  in  the  annual  performance  plan  by  including 
additional  management  measures  for  financial  management,  program  reporting, 
and  workforce  planning.  The  Annual  Performance  Plan  for  FY  2004  takes  an 
additional  step  in  that  commitment  by  adding  new  performance  measures  that 
are  specifically  related  to  the  five  President's  Management  Agenda  initiatives 
identified  for  FY  2004.  In  FY  2004,  the  hiring  measurement  based  on  the 
Workforce  Plan  was  discontinued. 

AoA  retains  for  FY  2004  the  performance  measures  added  for  FY  2002,  which 
commit  the  agency  to  a  clean  financial  opinion,  to  using  a  formal  workforce  plan, 
and  to  improving  the  timeliness  of  program  data  reporting.  With  the  FY  2004 
plan,  AoA  defines  a  performance  target  for  the  workforce  planning  measure  and 
adds  two  related  measures:  to  increase  the  agency's  employee  to  supervisor 
ratio  and  to  reduce  the  average  grade  of  agency  employees.  AoA  also  adds  a 
performance  measure  to  make  greater  use  of  performance  based  contracting 
and  another  to  reflect  our  implementation  of  the  electronic  submission  and 
processing  of  selected  agency  grant  applications. 

AoA's  performance  measures  for  management  activities  now  cover  the  following 
areas: 

•  Financial  Management 

•  Acquisitions/Grants  Management/E-Government 

•  Workforce  Planning  and  Restructuring 

•  Program  Information  Collection  and  Reporting 

The  areas  covered  and  the  measures  employed  track  very  closely  with  the 
management  priorities  of  OMB  and  HHS. 
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Program  Performance  Analysts 

Performance  Measures  Summary  Table — Program  Management  Measures 


Performance  Goals 


Targets 


Actual  Performance 


Notes 


PROGRAM  MANAGEMENT 
MEASURES 

Financial  Management 

Results  of  most  recent  CFO  Audit  of 
AoA  Financial  Statements. 


Strategic  Management  of  Human 
Capital 


A  high  percentage  of  AoA  hires  will 
be  based  on  a  formal  AoA 
Workforce  Plan. 


increase  the  ratio  of  employees  to 
supervisors. 


Decrease  the  average  grade  of  AoA 
career  employees. 

Acgyisitions/Grants 
Management/E'Government 

Increase  the  percentage  of 
procurement  dollars  that  are 
subjected  to  performance-based 
contracts. 

Increase  the  percentage  of 
discretionary  grant  applications  that 
are  submitted  and  processed 
electronically,  including  via  the 
Internet 


Program  Information  Collection 
and  Reporting 

Reduce  the  time  lag  (in  months)  for 
making  NAPIS  data  available  for 
GPRA  purposes  and  for  publication. 


FY  04:  Clean  Opinion 
FY  03:  Clean  Opinion 
FY  02:  Clean  Opinion 
FY  01:  Clean  Opinion 
FY  00:  (New  in  FY  01) 
FY  99:  Not  applicable 


FY  04:  (Discontinued) 

FY  03:  80% 

FY  02:  80% 

FY  01:  (New  in  FY  02) 

FY  04:  5.0  to  1 

FY  03:  5.0  to  1 

FY  02:  (New  in  FY  03) 


FY  04:  13.0 
FY  03:  13,0 
FY  02:  (New  in  FY  03) 


FY  04: 

20% 

FY  03: 

20% 

FY  02: 

20% 

FY  01: 

(New  in  FY  02) 

FY  04: 

10% 

FY  03: 

10% 

FY  02: 

(New  in  FY  03) 

FY  04 
FY  03 
FY  02 
FY  01 
FY  00 


(Discontinued) 
15  months 
15  months 
15  months 
(New  in  FY  01) 
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FY  04:  02/05 

FY  03:  02/04 

FY  02:  Same  as  01 

FY  01:  Clean  Opinion 


FY  04 
FY  03 
FY  02 


FY  04 
FY  03: 
FY  02 
FY  01 

FY  04 
FY  03 
FY  02 
FY  01 


FY  04 
FY  03 
FY  02 
FY  01 

FY  04 
FY  03 
FY  02 
FY  01 


100% 


5.2  to  1 

4.3  to  1 


12.3 
13.5 


0%  (baseline) 


0%  (baseline) 


Mi 


FY  04: 
FY  03: 
FY  02: 

FY  01:  15  months 
FY  00:  19  months 
FY  99:  22  months 
FY  98:  26  months 
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Results  for  Program  Management  Measures 

Financial  Management  Measures:  In  FY  2001,  AoA  received  a  clean  opinion 
on  the  audit  of  its  FY  2000  financial  statements  (balance  sheet),  and  in  FY  2002 
received  a  clean  opinion  on  the  audit  of  its  complete  FY  2001  financial 
statements.  As  reflected  in  the  management  priorities  circulated  by  OMB  for  the 
FY  2003  budget  process,  improving  financial  management  is  a  significant 
management  priority,  and  the  achievement  of  a  clean  financial  opinion  is  a 
fundamental  indicator  of  financial  management  quality.  AoA  is  committed  to 
expanding  the  annual  audit  to  its  full  financial  statements,  and  to  receiving 
a  clean  opinion  in  the  audit  each  year.  AoA  will  retain  this  measure  as  a 
fundamental  indicator  of  financial  management  quality  and  commitment  in  its 
annual  performance  plans. 

Strategic  Management  of  Human  Capital  Measures:  An  extensive  AoA  review 
of  workforce  and  structural  conditions  found  that  improvements  are  necessary 
and  achievable  in:  1)  "delayering"  the  organization,  2)  grade  structure,  and  3) 
skill  mix.  To  track  its  accountability  for  implementing  improvements,  AoA 
included  three  performance  measures  related  to  workforce  planning  and 
restructuring  in  its  FY  2003  and  FY  2004  GPRA  performance  plans.  In  FY  2002, 
AoA  met  the  FY  2003  targets  for  by  increasing  the  employee  to  supervisor 
ratio  for  the  agency  and  by  achieving  a  measurable  reduction  in  the 
average  grade  of  employees.  AoA  will  seek  to  maintain  these  significant 
improvements  in  FY  2003  and  2004.  In  the  interests  of  reducing  the  number  of 
measures  in  the  AoA  performance  plan,  the  agency  will  discontinue  the 
performance  goal  that  requires  that  eighty  percent  of  AoA  new-hires  will  be  in 
strict  conformance  with  the  priorities  of  the  agency's  formal  workforce  plan. 
Anticipating  that  AoA  will  comply  with  that  measure  in  FY  2002  and  2003,  we  will 
track  future  compliance  with  this  objective  internally. 

Acquisitions/Grants  Management/E -Government  Measures:  AoA  has 

initiated  work  to  apply  the  efficiencies  of  electronic  transactions  to  one  of  its 
most  significant  operational  activities,  and  will  pursue  the  application  to  a 
second  such  activity  within  the  next  year.  AoA  has  initiated  work  to  apply  e- 
government  solutions  to  its  grants  processing  efforts,  and  will  work  with  State 
and  local  government  entities  to  identify  the  feasibility  of  applying  such 
technology  to  the  submission  of  detailed  program  information  requirements. 

The  grants  application  process  is  one  of  AoA's  most  significant  workload 
processes,  and  involves  significant  staff  and  related  resources  on  the  part  of 
AoA  and  potential  grantees.  Believing  that  electronic  processes  offered  a 
significant  opportunity  for  improved  efficiency  for  AoA  and  its  grantees,  AoA  has 
developed  and  is  prepared  to  test  information  technology  that  will  allow  grantees 
to  apply  for  AoA  funding  electronically,  including  by  way  of  the  Internet.  To 
ensure  maintenance  and  the  realization  of  these  electronic  process 
improvements,  AoA  has  included  a  performance  goal  in  its  annual  GPRA 
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performance  plan  that  calls  for  the  agency  to  increase  the  percentage  of 
discretionary  applications  that  are  submitted  and  processed  electronically  to  10 
percent  by  FY  2003. 

AoA  is  also  committed  to  improve  performance  in  an  activity  related  to  OMB's 
initiative  to  expand  electronic  government,  which  is  specifically  referenced  in 
section  31.9  of  OMB  Circular  A- 11  (2001). 

AoA  has  complied  with  an  HHS  initiative  for  improved  agency  planning  to 
increase  the  use  of  performance-based  contracts.  Planned  AoA  activities 
include: 

•  Management  review  of  contract  areas  that  would  benefit  from 
performance-based  contracting; 

•  Extensive  staff  training  in  the  methods  and  processes  of 
performance-based  contracts;  and 

•  Creation  of  integrated  project  teams  to  achieve  broad  participation 
In  defining  contract  results,  performance  standards  and  measures, 
and  quality  assurance  surveillance  plans. 

AoA  has  also  included  a  performance  measure  in  GPRA  performance  plans  for 
the  last  three  years  to  increase  the  use  of  performance-based  contracts  in  its 
procurement  activities  to  20  percent  of  its  procurement  dollars. 

Program  information  Collection  and  Reporting:  Reflecting  the  firm 
commitment  of  the  agency  to  improve  the  quality,  reliability,  and  timeliness  of 
data  from  the  National  Aging  Program  Information  System  (NAPIS),  and  to 
reduce  the  burden  that  it  imposes  on  the  network,  the  FY  2002  plan  introduced 
a  developmental  measure  that  reflects  a  necessary  system  outcome. 

Recognizing  the  need  for  immediate  improvement  in  the  timeliness  and  quality  of 
data  provided  under  the  State  Program  Report  (SPR),  AoA  has  engaged  in  the 
following  during  FY  2001 : 

•  An  extensive  review  of  the  SPR  requirements  particularly  as  they 
affect  the  timing  of  reporting  and  the  quality  of  data,  and 

•  An  acceleration  of  the  tabulation  and  certification  of  FY  1999  SPR 
data  and  the  collection  of  the  FY  2000  data. 

The  review  has  resulted  in  the  following  related  to  the  SPR  information  collection 
system. 

•  AoA  accelerated  the  initial  tabulation  of  FY  1 999  data  to  make  it 
available  for  the  FY  2002  performance  plan  and  report. 

•  AoA  accelerated  the  final  certification  of  FY  1 999  data,  to  the  effect 
of  making  the  data  available  for  this  performance  report  submission 
and  four  months  earlier  than  the  FY  1998  data, 

•  AoA  has  accelerated  the  collection  and  certification  of  the  FY  2000 
data  with  the  objective  of  making  that  data  available  for  the  FY 
2003  annual  performance  plan  and  report,  which  will  be  submitted 
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to  Congress  in  February,  two  months  earlier  in  the  year  than  the  FY 
2002  plan  was  submitted. 
•   AoA  has  formed  a  team  of  AoA,  state  and  area  agency 

representatives  to  modify  the  SPR  over  the  next  year,  with  the 
principal  objective  of  reducing  the  burden  and  complexity  of 
reporting. 

AoA  has  finalized  the  GPRA  performance  measure  that  appears  in  this  annual 
GPRA  performance  plan.  It  calls  for  AoA  to  reduce  the  time  required  for  making 
data  available  for  GPF^A  purposes  and  for  the  public  from  26  months  for  the  FY 
1998  data  to  15  months  for  the  data  for  fiscal  years  2001  and  2002.  The  use  of 
final  NAPfS  data  for  FY  2001  in  this  plan  and  the  availability  of  State  NAPIS 
data  on  the  AoA  website  reflects  that  AoA  successfully  achieved  the  goal 
of  reducing  the  NAPIS  data  lag  from  26  to  15  months  over  a  two-year 
period. 

In  the  interests  of  reducing  the  number  of  measures  in  the  GPRA  plan,  AoA  will 
discontinue  this  performance  measure  in  the  GPRA  plan  beginning  in  FY  2004. 
We  expect  that  AoA  and  the  States  will  achieve  the  maximum  reduction  in  the 
timing  of  performance  information  by  FY  2003.  The  agency  will  continue  to 
monitor  the  timeliness  of  program  data  submissions  internally. 
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APPENDIX  1 

Linkage  to  the  HHS  and  Agency  Strategic  Plans 

Part  1  of  this  performance  plan  provides  a  summary  presentation  of  the  linkage 
between  the  AoA  GPRA  performance  plan  and  the  HHS  Strategic  Plan.  The 
following  chart  is  intended  to  provide  a  more  descriptive  and  definitive  illustration 
of  the  detailed  links  between  individual  AoA  program  activities  and  the  detailed 
goals  and  objectives  in  the  HHS  Strategic  Plan. 

HHS  Strategic  Goal  1:  Reduce  the  Majbr^hreats  W 

Americans"  ':         ■        ■■  _    i__         _  _ 


HHS  Strategic  Objective  1 .1:  Reduce  Risky  behaviors  and  other  factors  that 
contribute  to  the  development  of  chronic  diseases,  especially  diabetes  and  asthma. 

AoA  Program 

Performance  Goal 

Home  Delivered  Meals 

Increase  the  number  of  home-delivered  meals 
provided  and  maintain  a  high  percentage  of 
new  clients  for  home  delivered  meals  who 
have  high  nutritional  risk  scores. 

Congregate  Meals 

Maintain  the  number  of  congregate  meals 
served. 

Programs  for  American  Indians, 
Alaska  Natives,  and  Native 
Hawaiians 

Improve  the  health  and  well-being,  and  reduce 
social  isolation,  among  older  American 
Indians,  Alaska  Natives  and  Native  Hawaiians 
by  maintaining  the  level  of  provision  of 
community-based  services. 

Individuals,  Families,  and  Communities,  Especially  Those  Most  in  Needlpmiv^fe 


HHS  Strategic  Objective  6.2:  Increase  the  Proportion  of  Older  Americans  Who  Stay 
Active  and  Healthy 

AoA  Program 

Performance  Goal 

Community  Based  Services: 
Targeting  Measures 

Improve  poor  client  service  percentages  for 
primary  Aging  network  entities-- 
deve/opmenfa/ 

Community  Based  Services: 
Targeting  Measures 

A  significant  percentage  of  OAA  Title  III 
service  recipients  are  poor. 

Community  Based  Services: 
Targeting  Measures 

A  significant  percentage  of  OAA  Title  III 
service  recipients  are  minorities. 

Community  Based  Services: 
Targeting  Measures 

A  significant  percentage  of  OAA  Title  III 
service  recipients  live  in  rural  areas 
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Community  Based  Services: 
Targeting  Measures 

Improve  rural  client  service  percentages  for 
primary  aging  network  -developmental 

Community  Based  Services:  Service 
Measures  -  Nutrition 

Increase  the  number  of  home-delivered 
meals  provided  and  maintain  the  number  of 
congregate  meals  served. 

Community  Based  Services:  Service 
Measures  -  Transportation 

Maintain  the  number  of  one-way  rides 
provided. 

Community  Based  Services:  Service 
Measures  -  Information  and 
Assistance 

Maintain  the  number  of  information  and 
assistance  contacts. 

Community  Based  Services:  Client 
Outcome  Measures  -  Nutritional 
Risk 

The  average  nutritional  risk  score  for 
established  OAA  clients  will  be  lower  than  the 
average  score  for  new  clients.  — 
developmental 

Community  Based  Services:  Client 
Outcome  Measures  -  Transportation 
Satisfaction 

A  high  percentage  of  clients  rate 
transportation  service  as  very  good  or  better.  - 
-  developmental 

Community  Based  Services:  Client 
Outcome  Measures  -  Information 
and  Assistance  Satisfaction 

A  high  percentage  of  clients  report  that  calls 
for  information  and  assistance  are  answered 
quickly.  -  developmental 

HHS  Strategic  Objective  6.3:  Increase  the  Independence  and  Quality  of  Life  of 
Persons  with  Long-Term  Care  Needs 

AoA  Program 

Performance  Goal 

Protection  of  Vulnerable  Older 
Americans  -  Long  Term  Care 
Ombudsman  Outcome  Measures 

Maintain  the  combined  resolution  /  partial 
resolution  rate  of  74  percent  of  complaints  in 
nursing  homes. 

Protection  of  Vulnerable  Older 
Americans  -  Long  Term  Care 
Ombudsman  Outcome  Measures 

Improve  combined  resolutiony  partial 
resolution  rate  for  primary  aging  network 
entities  (States  and  Territories)  - 
developmental 

Community  Based  Services:  Home 
Care  Satisfaction  Measure 

Improve  home  care  services  satisfaction 
scores.  -  developmental 

Community  Based  Services: 
Caregiver  Support  Services  Measure 

Improve  caregiver  support  services 
satisfaction  scores  -  developmental 

Community  Based  Services: 
Caregiver  Support  Services 
Targeting  Measure 

Increase  the  ratio  of  family  caregivers  to 
registered  dients-deve/opmenfa/ 
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1  HHS  Strategic  Goal  8:  Achieve  Excellence  in  Management  Practices 


HHS  Strategic  Objective  8.2:  improve  Strategic  Management  of  Human  Capital 

AoA  Program 

Performance  Goal 

Program  Management 

Increase  the  ratio  of  employees  to 

supervisors 

Program  Management 

Decrease  the  average  grade  of  AoA  career 
employees 

Program  Management 

A  high  percentage  of  AoA  hires  will  be  based 
on  a  formal  workforce  plan. 

HHS  Strategic  Objective  8.3:  Enhance  the  efficiency  and  effectiveness  of  competition 
between  public  and  private  service  providers 

AoA  Program 

Performance  Goal 

Program  Management 

increase  the  percentage  of  procurement 
dollars  that  are  subjected  to  performance- 
based  contracts. 

HHS  Strategic  Objective  8.4:  Improve  Financial  Management. 

AoA  Program 

Performance  Goal 

Program  Management 

Receive  a  clean  opinion  in  the  most  recent 
audit  of  AoA  financial  statements. 

HHS  Strategic  Objective  8.5:  Enhance  the  use  of  electronic  commerce  in  service 
delivery  and  record  keeDina. 

AoA  Program 

Performance  Goal 

Program  Management 

Increase  the  percentage  of  discretionary  grant 
applications  that  are  suomitted  and 
processed  electronically,  including  via  the 
Internet. 
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APPENDIX  2 

Changes  and  Improvements  over  the  Previous  Year 

Because  AoA  made  significant  modifications  to  its  GPRA  performance  plan  for 
FY  2002  and  FY  2003,  the  modifications  for  FY  2004  are  far  less  significant.  We 
believe  strongly  that  it  is  important  to  maintain  continuity  in  the  performance  plan, 
and  repeated  wholesale  modifications  are  not  warranted. 

AoA's  most  significant  changes  for  FY  2004  are  the  significant  reduction  of 
measures  for  program  management  to  address  the  priorities  of  the 
Administration  and  the  Secretary  of  HHS.  The  initial  FY  2004  plan  includes 
targeting,  systems  and  service  measures  for  the  plan,  and  retains  the  descriptive 
information  related  to  the  development  of  outcome  measures  for  this  and  other 
programs  as  well. 

The  agency  has  also  significantly  reduced  its  discussion  of  budget  linkage  in  the 
introduction  to  Part  2  of  the  plan,  adding  significant  analytical  linkages  between 
the  agency's  performance  measures  and  its  FY  2004  budget  initiatives. 

Finally,  the  agency  has  focused  intentionally  on  reducing  the  length  of  the 
performance  plan  and  report.  In  the  past,  we  relied  on  narrative  descriptions  of 
accomplishments  because  quantitative  measures  were  not  compelling.  With  the 
revisions  incorporated  for  the  prior  budget  cycles,  AoA  believes  that  such 
narrative  presentations  are  no  longer  appropriate. 
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APPENDIX  3 
Approach  to  Performance  Measurement 
Methodology  and  Rationale 

The  fundamental  elements  of  AoA's  approach  to  performance  measurement  are 
consistent  with  the  guidelines  established  by  the  Department  of  Health  and 
Human  Services  because  AoA  shares  many  of  the  same  measurement 
challenges  that  other  HHS  components  face.  AoA  is  the  lead  HHS  component 
for  support  programs  for  elderly  individuals,  which  are  administered  day-to-day 
by  State  and  local  governmental  entities  and  numerous  business  and  non-profit 
service  providers.  This  fundamental  program  partnership  dictates  that  AoA 
approach  performance  measurement  mindful  of  the  needs  and  constraints  of  the 
non-Federal  partners  that  share  program  authority  and  responsibility. 

AoA  has  instituted  performance  measurement  with  the  approach  of  utilizing 
existing  information  resources  to  the  full  extent  possible,  and  reducing  new  and 
potentially  burdensome  information  gathering  to  that  which  is  important  to 
program  assessment  and  which  is  consistent  with  views  of  the  partnership.  AoA 
was  limited  in  its  first  performance  plans  by  the  lack  of  mature,  reliable  data 
because  of  the  status  of  implementation  of  a  new  information  management 
system:  The  National  Aging  Program  Information  System  (NAPIS).  As  a  result, 
performance  measures  in  the  early  GPRA  plans  were  limited  for  the  most  part  to 
output  measures  associated  with  service  unit  counts. 

Beginning  in  FY  2002,  AoA  completely  restructured  its  performance  plan, 
particularly  for  its  large  State  and  community-based  programs.  To  illustrate  for 
that  program,  AoA  defined  performance  measures  that  reflect  the  achievement 
of  the  aging  network  in:  targeting  services  to  elderly  individuals  in  need, 
establishing  an  effective  system  of  services  utilizing  funding  from  multiple 
sources,  maintaining  service  outputs  across  a  variety  of  domains,  and  producing 
outcomes  that  are  relevant  to  the  network  and  focus  on  consumer  assessment. 

Consistent  with  the  improvements  reflected  in  the  FY  2002  performance  plan,  for 
FY  2003  AoA  illustrates  how  its  measures  reflect  a  broad  logic  model  that  is 
comparable  to  that  used  by  entities  such  as  the  United  Way  of  America  for  social 
service  programs.  In  the  model,  AoA  identifies  a  mix  of  output,  intermediate 
outcome,  and  end  outcome  measures  associated  with  inputs  provided  by  AoA 
and  other  program  entities. 

AoA  continues  to  face  a  number  of  performance  measurement  constraints  that 
are  common  to  HHS  programs. 

>  AoA  relies  on  State  and  local  governmental  entities  and  service  providers 
for  the  data  required  to  measure  performance.  Because  of  the  complex 
relationships,  AoA  cannot  expect  to  have  data  available  for  GPRA 
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purposes  within  six  months  of  the  end  of  a  fiscal  year.  In  previous  years, 
AoA  did  not  anticipate  having  data  available  for  two  years  after  the  end  of 
the  fiscal  year,  but  through  our  work  within  AoA  and  with  the  cooperation 
of  State  and  local  agency  representatives,  we  have  already  reduced  those 
time  frames. 

>  Like  other  HHS  components,  AoA  is  one  of  many  providers  of  services  to 
individuals,  and  can  neither  reasonably  attribute  broad  changes  in  the 
characteristics  and  conditions  of  large  population  groups  to  its  program 
activities,  nor  reasonably  project  measurable  changes  in  significant 
population  groups  over  short  periods  of  time.  These  factors  limit  both  the 
choice  of  measures  available  to  AoA  for  GPRA  purposes  and  the 
performance  targets  the  agency  can  reasonably  expect  to  achieve. 

>  Over  the  years,  AoA  has  represented  a  relatively  stable  source  of  service 
support  to  elderly  individuals  across  the  country,  and  so  cannot  expect  on 
an  annual  basis  to  produce  broad  based  changes,  increases  or 
improvements  in  the  results  thai  are  produced  through  the  aging  network. 
As  a  result,  AoA  and  the  aging  network  are  in  the  process  of  defining 
levels  of  performance  that  reflect  significant  performance  year  in  and  year 
out,  and  which,  if  not  met  would  result  in  the  need  for  evaluation  and 
enhanced  program  support. 

These  constraints  do  not  hinder  AoA  action  to  use  GPRA  and  performance 
measurement  as  important  tools  for  program  assessment,  but  they  force  the 
Agency  to  recognize  the  limits  and  the  proper  uses  of  this  assessment  tool. 
GPRA  must  be  used  in  combination  with  other  assessment  mechanisms  and 
information  sources  to  "inform"  program  assessment  and  planning.  With 
reasoned  use  and  realistic  expectations  for  this  assessment  tool,  program 
managers  throughout  AoA  and  the  aging  network  will  increasingly  realize  the 
value  of  ongoing  performance  measurement.  By  facing  and  addressing  these 
performance  measurement  challenges  directly,  AoA  is  developing  a  performance 
measurement  program  that  has  the  potential  to  be  useful  to  program  managers 
and  decision  makers  for  years  to  come.  HHS  has  correctly  fostered  an  "iterative" 
approach  to  the  implementation  of  GPRA  and  performance  measurement.  As 
AoA's  GPRA  performance  measures  mature  and  performance  trends  emerge, 
program  executives  and  managers  throughout  AoA  and  HHS,  and  decision 
makers  outside  the  Department,  can  expect  to  use  trend  data  to  seek  the 
coordinated  improvement  of  AoA  and  related  HHS  programs  on  an  ongoing 
basts.  The  data  will  support  agency  efforts  for:  1 )  assessing  program  activity 
and  results,  2)  engaging  in  program  evaluation  where  deeper  assessment  is 
required,  3)  redefining  program  strategies  to  produce  improved  results,  and  4} 
modifying  future  performance  targets  to  be  consistent  with  available  resources 
and  up-to-date  priorities  and  policy  decisions. 
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Presentation 

The  presentation  of  this  plan  and  report  is  organized  in  accordance  with  the 
standardized  presentation  format  established  by  and  for  the  agencies  of  the 
Department  of  Health  and  Human  Services  (HHS).  AoA  fully  supports  HHS's 
efforts  to  present  performance  measurement  data  under  GPRA  in  a  manner  that 
is  meaningful  for  Federal  executive  and  legislative  branch  decision  makers. 
Since  the  enactment  of  GPRA  in  1993,  the  Office  of  Management  and  Budget 
(OMB),  the  General  Accounting  Office  (GAO),  and  HHS  have  provided 
leadership  that  will  allow  Federal  program  components  to  continue  the 
development  of  meaningful,  realistic  and  effective  performance  measurement 
programs. 
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Appendix  4 

Data  Verification,  Validation  and  Other  Data  Issues 


AoA  has  continued  to  make  progress  in  the  two  data  initiatives  highlighted 
prominently  in  the  FY  2002  performance  plan.  AoA  and  State  agencies 
engaged  in  a  formal  assessment  effort  that  has  resulted  in  the  certification 
of  FY  1999  and  FY  2000  data  months  earlier  than  originally  anticipated. 
AoA  has  initiated  a  process  to  revise  routine  information  collection 
activities  to  reduce  reporting  burden,  improve  timeliness  and  reliability  of 
data,  and  incorporate  reporting  for  the  National  Family  Caregiver  Support 
Program  into  the  standard  data  collection  process.  AoA  and  the  network 
continue  to  focus  on  the  assessment  of  quality  through  the  consumer, 
where  it  counts  the  most,  at  the  community  level,  through  the  Performance 
Outcome  Measures  Project,  and  have  initiated  efforts  to  conduct  a  national 
survey  of  performance  outcomes  within  the  next  year. 


As  indicated  in  the  introduction  to  this  performance  plan  and  report,  AoA  and  the 
aging  network  face  a  significant  challenge  in  obtaining  data  to  measure 
performance  for  programs  of  this  kind.  For  the  sake  of  context,  it  is  important  to 
reiterate  those  challenges  here  while  addressing  the  extensive  processes  that 
AoA  and  the  States  utHize  to  improve  the  validity  and  reliability  of  the  NAPIS 
data.  All  levels  of  the  aging  network,  from  AoA  through  the  state  and  area 
agencies  on  aging  to  local  centers  and  service  providers,  know  well  the 
challenge  of  producing  client  and  service  counts  by  critical  program  and  client 
characteristics  for  a  program  which  coordinates  service  delivery  through 
approximately  29,000  local  providers.  Many  OAA  program  services  do  not 
require  a  one-time  registration  for  service  on  the  part  of  clients;  eligible  clients 
may  obtain  services  on  an  ad  hoc  and  irregular  basis.  This  makes  the  tracking 
of  services  to  individuals  and  the  generation  of  "undupiicated"  counts  of  clients  a 
very  difficult  task  at  the  local  level,  particularly  if  local  entities  lack  information 
technology  that  simplifies  client  and  service  record-keeping  and  information 
management.  Federal  and  State  reviews  of  data  provided  for  FY  1997, 1998 
and  1999  under  NAPIS  suggest  that  significant  limitations  in  the  adequacy  of 
information  infrastructure  at  the  local  level  inhibit  their  ability  to  routinely  and 
consistently  produce  the  data  that  are  required  by  law  for  the  Older  Americans 
Act  programs  and  form  the  basis  for  many  of  AoA's  GPRA  performance 
measures.  Extensive  and  repeated  Federal  and  State  efforts  to  provide 
technical  assistance  and  to  isolate  and  correct  common  data  problems  have 
been  helpful  for  local  areas  in  the  majority  of  States  and  for  most  data  elements 
required  by  the  OAA  through  NAPIS.  Nevertheless,  much  remains  to  be  done  to 
ensure  that  local  service  providers  and  area  agencies  have  the  capacity  to 
reliably  provide  important  data  without  excessive  burden. 
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Technical  Assistance,  Standard  Software  Packages,  Electronic  Edits 

AoA  and  the  State  units  on  aging  have  long  recognized  the  effects  that  local 
capacity  limitations  could  have  on  the  generation  of  reliable  data  for  programs 
and  services  of  this  type,  and  have  taken  significant  steps  to  support  local 
entities  in  producing  the  NAPIS  data.  There  are  at  least  two  commercial 
packages  now  available  to  States  and  local  entities  to  assist  them  in  the 
preparation  of  the  NAPIS  data.  These  packages  have  fostered  far  greater 
consistency  in  the  data  generated  for  NAPIS  than  was  possible  in  the  early  years 
of  implementation.  AoA  developed  an  extensive  set  of  electronic  edits  for  ail 
data  elements,  which  are  applied  to  the  electronic  submissions  of  State  entities. 
AoA  contractors  work  with  State  data  administrators  to  correct  data  elements 
that  fail  electronic  edits  to  ensure  that  data  meet  standard  logic  checks. 
Following  standard  electronic  checks,  knowledgeable  AoA  regional  and  central 
office  staff  conduct  extensive  reviews  of  edited  data  for  "reasonableness,"  to 
ensure  that  significant  value  changes  from  one  year  to  another  reflect  program 
circumstances  and  not  the  limitations  of  the  program  data.  These  processes 
have  been  extremely  slow,  burdensome  and  time  consuming,  and  they  must  be 
modified.  AoA  and  State  agency  representatives  are  investigating  ways  to 
streamline  the  data  verification  and  validation  process  without  compromising 
data  quality. 

Despite  the  data  challenges  that  the  network  is  addressing  and  the  time- 
consuming  validation  processes  that  remain  in  place  at  the  present  time,  AoA 
and  the  network  have  been  able  to  certify  the  FY  1999  data  cited  in  this  report. 
The  FY  1 999  data  are  final.  Nevertheless,  AoA  and  the  States  must 
immediately  engage  in  a  comparable  exercise  of  verification  and  validation 
before  data  for  FY  2000  can  be  utilized  for  performance  reporting  purposes. 
AoA  and  the  States  will  review  a  significant  number  of  individual  data  items, 
which  are  generated  from  data  reported  by  local  components,  for  accuracy  and 
validity. 

AoA  and  its  program  partners  have  initiated  an  assessment  of  the  data 
requirements  of  the  OAA  and  will  consider  alternatives  to  the  collection  of  the 
most  complicated  data  that  cause  most  of  the  burden  and  validity  problems. 
This  will  be  done  in  conjunction  with  agency  efforts  to  renew  approval  of  NAPIS 
data  collection  efforts  under  the  Paperwork  Reduction  Act.  AoA  will  work  with 
State  and  local  program  representatives  to  improve  their  understanding  of  HHS's 
performance  measurement  principles,  and  better  demonstrate  the  constructive 
uses  of  performance  information  to  improve  programs.  AoA  and  State  and  local 
representatives  will  together  assess  the  potential  linkages  of  the  performance 
outcome  and  service  data  that  AoA  will  use  for  GPRA  performance 
measurement  purposes.  Together  we  will  seek  to  identify  the  correlation 
between  service  measures  and  program  outcomes  to  demonstrate  the  value  of 
collecting  data  on  client  and  service  characteristics  on  an  ongoing  basis. 
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AoA  and  the  aging  network  lace  a  similar  challenge  with  the  measurement  of 
outcomes.  Although  we  have  made  significant  progress  with  the  initial 
development  and  testing  of  outcome  measures,  we  do  not  have  national 
baselines  for  outcomes  to  set  targets  yet,  Because  of  AoA's  Performance 
Outcome  Measures  Project,  which  was  expanded  to  approximately  30  area 
agencies  in  16  pilot  States  in  FY  2000,  AoA  was  able  to  conduct  national 
performance  outcome  measures  surveys  for  the  following  services  in  FY  2002: 
nutrition,  transportation,  home  care,  caregiver  support  and  information  and 
assistance.  Preliminary  results  have  just  become  available  which  will  allow  the 
Agency  to  establish  performance  measure  baselines  for  FY  2002,  and 
performance  measure  targets  for  FY  2005. 

Because  of  the  data  limitations  addressed  in  this  Appendix,  AoA  classifies  many 
of  its  GPRA  performance  measures  as  "developmental."  This  classification 
means  that  although  AoA  will  immediately  make  use  of  available  data  in  the 
context  of  the  GPRA  performance  plan  and  report,  the  measures  and  the  data 
on  which  they  are  based  lack  the  maturity  to  directly  support  decision-making 
immediately.  In  fact,  this  is  not  unusual  for  the  assessment  of  performance  for 
health  and  human  service  programs.  As  the  Department  has  observed  in 
previous  HHS  performance  plan  and  report  summaries,  performance 
measurement  data  will  become  more  useful  overtime  as  performance  measures 
mature  and  trends  in  performance  can  be  observed. 
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APPENDIX  5 

Performance  Measurement  Linkage  with  the  Budget 


Budget  Linkage  Table 

($  Amounts  in  OOP's) 


AOAFY2002 

Performance  Plan  • 
?  Areas 

Program/Budget 
:  ;      Line  Items 

FY  2001 
Enacted 

FY  2002 
Enacted 

FY  2003 
President's 
Budget 

FY  2004 
HHS  Budget 

Community-Based 
Services: 

Targeting  Measures 
System  Measures 
Service  Measures 
Client  and  Program 
Outcome  Measures 

Supportive  Services 
and  Centers 
Congregate  Meals 
Home-Delivered 
Meals 

Preventive  Health 
Services 

Caregivers  (NFCSP) 

51,151, 462 

$1,235,766 

51,238,232 

$1,238,232 

Vulnerable  Older 
Americans 

.  .. 

Vulnerable  Older 
Americans 

$14,181 

$17,681 

517,681 

517,681 

Services  for  Native 
Americans 

Grants  to  Indian 
Tribes 

(Native  American 
Caregiver  Support 
program  funding 
included  in 
"Community-Based 
Services"  above) 

$23,457 

$25,722 

525,729 

$25,729 

Research  and 
Development 

-Research  and 

Development 

-  Alzheimer's  Disease 

Demonstration  Grants 

to  States 

-Aging  network 

Support  Activities 

$46,626 

$52,119 

541,716 

541,716 

Senior  Medicare 
Patrols  &  Technical 
Assistance  Centers 

Senior  Medicare 
Patrols  (HCFAC) 

$1,500 

$2,000 

$3,000 

53.000 

Program 
Administration 

Program  Direction 

$17,216 

$18,053 

$17,986 

$17,501 

White  House 
Conference  on  Aging 

$2,842 

Total  Budget              I  Si. 254 .442 

$1,351,341 

$1,344,344 

$1,346,701 
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APPENDIX  6 

Partnerships  and  Coordination 

In  addition  to  the  fundamental  partnerships  within  the  aging  network,  AoA  works 
closely  with  many  Federal  agencies  on  a  wide  range  of  issues. 

In  the  area  of  nutrition,  AoA  works  with  the  U.S.  Department  of  Agriculture 
(USDA)  and  within  HHS,  the  Office  of  Public  Health  and  Science  on  Dietary 
Reference  Intakes  (DR!s),  formerly  known  as  Recommended  Dietary  Allowances 
and  on  nutrition  performance  measures  related  to  the  Healthy  People  2010 
Initiative.  AoA  also  participates  on  such  bodies  as  the  Federal  Food  Safety 
Coalition  chaired  within  the  Food  and  Drug  Administration;  the  HHS  Nutrition 
Policy  Board;  the  HHS  Dietary  Guidance  committee;  the  HHS/USDA  Food 
Security  committee;  and  the  HHS  Dietary  Reference  Intake  Working  Group. 

In  the  pursuit  of  improved  transportation  services  provided  through  the  aging 
network,  AoA  works  closely  with  HHS  officials  and  the  U.S.  Department  of 
Transportation  on  the  Coordinating  Council  on  Access  and  Mobility  to  reduce 
barriers  by  coordinating  approaches  to  specialized  and  human  services 
transportation. 

AoA  is  working  with  the  Centers  for  Disease  Control  and  Prevention  (CDC)  to 
expand  CDC's  Racial  and  Ethnic  Approaches  to  Community  Health  (REACH 
2010).  The  purpose  of  these  projects  is  to  eliminate  health  disparities  among 
older  racial  and  ethnic  minority  populations.  The  initiative  will  target  disparities  in 
cardiovascular  disease,  diabetes,  and  immunizations  among  older  racial  and 
ethnic  minority  populations. 

In  the  area  of  consumer  protection  and  elder  abuse,  AoA  and  the  Department  of 
Justice  (DOJ)  are  disseminating  information  on  promising  Federal,  State  and 
local  approaches  that  empower  older  people  to  live  healthy  and  safe  lives. 
Featured  approaches  also  address  the  coordination  of  public  safety,  health  and 
social  services  that  provide  effective  prevention  and  intervention  strategies  and 
reduce  victimization.  Specific  areas  of  emphasis  by  AoA  and  DOJ  include:  (1) 
domestic  elder  abuse;  (2)  institutional  elder  abuse;  and  (3)  fraud  and 
exploitation,  including  consumer  fraud  issues  such  as  telemarketing.  Our  shared 
objective  is  to  foster  enhanced  collaboration  between  the  justice,  health,  aging 
and  human  services  networks. 

AoA  is  developing  a  partnership  with  the  Health  Resources  and  Services 
Administration  (HRSA)  Bureau  of  Health  Professions,  Division  of  Nursing,  to 
initiate  a  demonstration  program  to  train  nurses  specifically  to  work  with,  educate 
and  mentor  caregivers.  Although  nurses  are  well  trained  in  acute  care  for  older 
persons,  there  is  little  or  no  preparatory  training  for  follow-up  care  and  continuing 
care  of  chronic  conditions. 
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During  FY  2001,  AoA  played  a  major  roie  in  advancing  HHS's  initiative  to  help 
States  implement  the  Supreme  Court's  Olmstead  decision.  AoA  joined  the 
Department's  internal  Olmstead  work  group  comprised  of  CMS,  OCR,  ASPE, 
SAMHSA,  and  ADD  and  assisted  in  developing  the  Real  Choice  Systems 
Change  Grants  which  will  provide  states  with  $70  million  dollars  to  make  their 
systems  of  long-term  care  more  consumer  directed  and  focused  on  home  and 
community-based  care.  As  part  of  this  initiative,  AoA  worked  with  State  units  on 
aging  to  make  sure  the  interests  of  the  elderly  were  reflected  in  state  planning 
efforts  related  to  the  System  Change  Grants.  Finally,  AoA  co-sponsored  a 
national  conference  on  Consumer  Direction  in  Long-Term  Care  in  collaboration 
with  ASPE,  CMS,  SAMHSA,  ADD,  and  the  Robert  Wood  Johnson  Foundation. 
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FY  2004  Moyer  Cross-Cutting  Material 

HHS  CROSS-CUTTING  TABLES 
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Aging   4 
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Acquired  Immunodeficiency  Syndrome  (AIDS) 

Program  Level 

(Dollars  in  Thousands) 

FY  2003         FY  2Q04 

Food  and  Drug  Administration 

Biologies 

$34,972 

$36,943 

$37,290 

Human  Drugs 

19,601 

20,710 

20,904 

Medical  Devices 

2,298 

2,427 

2,450 

Other  Activities 

5,397 

5,700 

5,754 

Field 

13,550 

14,250 

14,384 

Total,  FDA 

$75,818 

$80,030 

$80,782 

Health  Resources  and  Services 

Administration 

Emergency  Relief  Grants  -  Part  A  -  Title  I 

$619,381 

$619,514 

$618,881 

Care  Grant  Program  -  Part  B  -  Title  II 

977,240 

977,373 

1,077,027 

Early  Intervention  -  Part  C  -  Title  III 

193,844 

194,055 

193,981 

Grants  for  Coordinated  Services  &  Access  to 

Research  for  W  omen,  Infants,  Children  -  Part 

D  -  Title  IV 

70,964 

70,990 

70,917 

AIDS  Education  and  Training  Centers  -  Part  F 

35,282 

35,295 

35,259 

Dental  Services  -  Part  F 

13,493 

13,498 

13,484 

Family  Planning 

2,000 

2,000 

2,000 

Program  Management 

4,996 

4,996 

4,996 

Total,  HRSA 

$1,917,200 

$1,917,721 

$2,016,545 

Indian  Health  Service 

HIV  Surveillance 

$1,012 

$1,027 

$1,046 

Information  &  Education/Prevention  Services 

2,874 

2,911 

2,953 

Total,  IHS 

$3,886 

$3,938 

$3,999 

Centers  for  Disease  Control  and  Prevention 

HIV/AIDS  Activity 

$931,141 

$933,190 

$932,332 

Total,  CDC 

$931,141 

$933,190 

$932,332 

1 


2046 


FY  20  02 

National  Institutes  of  Health 

NCI 

3>Zj4,ZjZ 
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Substance  Abuse  and  Mental  Health  Services 

A  rim  i  n  i  c  tr  ofinn 

Programs  of  Regional  &  National  Significance 

IVlCIllal  ncaiui 

c  i  n  srn 

£  1  U,JUJ 

tin  sfio 

tin  ssi 

Substance  Abuse  Treatment 

61,844 

62,291 

62,291 

Substance  Abuse  Prevention 

38,100 

38,100 

38,100 

Substance  Abuse  Block  Grant  (Set-aside) 

57,987 

58,900 

60,200 

Program  Management 

600 

600 

600 

Total,  SAMHSA 

$169,034 

$170,451 

$171,774 

Agency  for  Healthcare  Research  and  Quality 

Research  on  Health  Costs,  Quality,  &  Outcomes 

$2,913 

$1,400 

$1,800 

Total,  AHRQ 

$2,913 

$1,400 

$1,800 
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FY2004 

Centers  for  Medicare  and  Medicaid  Services 

Medicaid  (reoerai  &narej 

<rc  nnn  Ann 

Medicare 

Z,Uju,IaXJ 

1  Ts/l  finn 

O  /rnn  nnn 

Total,  CMS 

$6,250,000 

$7,050,000 

$7,800,000 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science: 

Lfrnce  01  ivimoray  ncaim,  vil/ivi 

■J  1U,OOU 

tin  7ns 

Office  on  Women's  Health 

795 

1,040 

1,040 

Office  of  HIV/AIDS  Policy,  GDM 

919 

989 

994 

AIDS  in. Minority  Communities,  GDM 

49,991 

50,000 

50,000 

Office  for  Civil  Rights 

362 

379 

374 

Total,  OS 

$64,103 

$63,068 

$63,113 

Global  AIDS  Trust  Fund 2 

$125,000 

$100,000 

$100,000 

Prevention  of  Mother  to  Child  Transmission3 

$0 

$100,000 

$150,000 

TOTAL,  AIDS 

$12,038,553 

$13,179,738 

$14,190,203 

1  All  Medicaid  figures  represent  actuarial  estimates. 

2  While  budgeted  in  NIH,  HHS  contributions  to  the  Global  Fund  to  Fight  HIV/ATDS,  Malaria,  and 
Tuberculosis  in  FY  2002-2004  are  not  accounted  for  in  the  NIH  HIV/AIDS  figures,  but  are 
accounted  for  separately.  For  FY  2002,  the  figure  includes  $25  million  transferred  from  NIH  to 
CDC  using  the  Secretary's  transfer  authority  to  be  used  for  the  Global  Fund. 

3  The  Prevention  of  Mother  to  Child  Transmission  Initiative  is  budgeted  for  in  CDC,  but  is  displayed 
separately  in  this  table. 
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AGING 

Program  Level 

(Dollars  in  Thousands) 

.  ..  „ 

National  Institutes  of  Health 

NCI 

NHLBI 

NIDCR 

NIDDK 

NINDS 

NIAID 

N1CHD 

NEI 

NIEHS 

NIA 

NIAMS 

NIDCD 

NIMH 

NIDA 

NIAAA 

NINR 

NHGRI 

NIBIB 

NCRR 

NCCAM 

NCMHD 

FIC 

OD 


$140,403 
89,736 
14,353 
101,000 
160,608 
79,487 
7,696 
115,142 
14,834 
890,816 
53,588 
15,566 
106,090 
1,981 
5,475 
18,262 
1,068 
1,649 
46,272 
31,878 
2,129 
443 
1,905 


$153,000 
95,565 
15,658 
109,000 
172,975 
81,872 
8,300 
124,198 
16,317 
957,626 
58,140 
16,763 
1 14,544 
2,100 
5,750 
18,992 
1,137 
4,119 
51,974 
34,395 
2,214 
455 
3,050 


$158,500 
97,958 
16,331 
113,000 
176,435 
84,328 
8,600 
128,690 
17,133 
994,411 
60,170 
17,408 
118,809 
2,160 
5,925 
19,732 
1,180 
4,296 
54,386 
35,530 
2,281 
465 
2,200 


Total,  NIH 

Substance  Abuse  and  Mental  Health  Services 
Administration 

Programs  of  Regional  &  National  Significance 
Mental  Health 

Substance  Abuse  Treatment 


$1,900,381       $2,048,144  $2,119,928 


$5,000 
0 


$4,927 
0 


$4,451 
2,000 


Total,  SAMHSA 

Agency  for  Healthcare  Research  and  Quality 

Medical  Expenditures  Panel  Surveys 
Research  on  Health  Costs,  Quality  &  Outcomes 


$5,000 


$16,005 
25,266 


$4,927 


$17,589 
12,411 


$6,451 


$18,250 
13,750 


Total,  AHRQ 


$41,271 


$30,000 


$32,000 
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Administration  on  Aging 

Aging  Service  Programs 

$1,351,341 

$1,344,344 

$1,346,701 

Total,  AoA 

$1,351,341 

$1,344,344 

$1,346,701 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science: 
Office  on  Women's  Health 

$1,671 

$1,700 

$1,700 

Total,  OS 

$1,671 

$1,700 

$1,700 

TOTAL,  AGING 

$3,299,664 

$3,429,115 

$3,506,780 
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ALZHEIMER'S  DISEASE 

Program  Level 
(Dollars  in  Thousands) 


FY  2004 

Centers  for  Disease  Control  and  Prevention 

Chronic  Disease  Prevention 

$40 

$40 

$40 

Total,  CDC 

$40 

$40 

$40 

National  Institutes  of  Health 

NCI 

$1,030 

$1,100 

$1,150 

NHLBI 

1,773 

1,888 

1,935 

NINDS 

37,618 

40,473 

41,308 

NICHD 

2,425 

2,600 

2,700 

NIEHS 

5,350 

5,885 

6,179 

NIA 

446,936 

480,500 

498,700 

NIAMS 

455 

500 

520 

NIDCD 

2,573 

2,771 

2,868 

NIMH 

69,820 

75,384 

78,191 

NIA  A  A 

431 

455 

470 

NINR 

4,464 

4,643 

4,736 

NHGRI 

2,330 

2,495 

2,588 

NIB  IB 

893 

956 

997 

NCRR 

14,627 

16,609 

17,073 

NCCAM 

3,784 

4,080 

4,215 

NCMHD 

68 

71 

73 

FIC 

98 

100 

102 

Total,  NIH 

$594,675 

$640,510 

$663,806 

Agency  for  Healthcare  Research  and  Quality 

Research  on  Health  Costs,  Quality  &  Outcomes 

$672 

$500 

$700 

Total,  AHRQ 

$672 

$500 

$700 

Centers  for  Medicare  and  Medicaid  Services 

Medicare 

$673,000 

$709,000 

$739,000 

Total,  CMS 

$673,000 

$709,000 

$739,000 

Administration  on  Aging 

Alzheimers's  Disease  Demonstration  Program 

$11,496 

$11,500 

$11,500 

Total,  AoA 

$11,496 

$11,500 

$11,500 

TOTAL,  ALZHEIMER'S  DISEASE 

$1,279,883 

$1361,550 

$1,415,046 
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Program  Level 

(Dollars  in  Thousands) 

Food  and  Drug  Administration 

Cancer 

$31,508 

$32,538 

$33,130 

Breast  Cancer  MQSA  (non-add) 

15,590 

16,112 

16,576 

Total,  FDA 

$31,508 

$32,538 

$33,130 

Centers  for  Disease  Control  and  Prevention 

Breast  and  Cervical  Cancer 

$191,965 

$200,487 

$211,065 

Prostate  Cancer 

14,062 

14,062 

13,707 

Cancer  Registries 

40,000 

40,000 

39,201 

Other  Chronic  Diseases 

22,600 

22,600 

23,592 

Infectious  Diseases 

450 

450 

450 

Environmental  Health 

3,260 

3,260 

3,260 

Occupational  Safety  and  Health 

5,668 

5,563 

5,563 

Total,  CDC 

$278,005 

$286,422 

$296,838 

Indian  Health  Service 

Cancer 

$15,352 

$15,352 

$15,352 

Breast  Cancer  (non-add) 

13,915 

13,915 

13,915 

Total,  MS 

$15352 

$15352 

$15352 

National  Institutes  of  Health 

NCI 

$4,177,830 

$4,608,985 

$4,770,519 

NHLBI 

60,377 

64,302 

65,909 

NIDCR 

44,526 

47,735 

48,885 

N1DDK 

65,000 

74,300 

90,000 

NTNDS 

32,759 

35,290 

35,9% 

NIAID 

83,937 

93,472 

96,557 

NKjMS 

34,991 

36,846 

38,726 

NICHD 

10,370 

11,200 

11,700 

NEI 

9,739 

10,505 

10,885 

NIEHS 

149,767 

161,898 

167,760 

NIA 

25,924 

27,900 

28,900 

NIAMS 

6,914 

7,500 

7,760 

NIDCD 

7,078 

7,580 

7,671 

NIMH 

3,870 

4,178 

4,334 

NfDA 

2,231 

2,410 

2,480 

NIA  A  A 

1,901 

2,000 

2,060 

NINR 

11,805 

12,277 

12,523 

NHGRI 

61,025 

66,350 

68,968 

NEBIB 

21,288 

39,970 

41,689 

NCRR 

75,954 

85,589 

90,208 

NCCAM 

14,253 

15,370 

15,850 

NCMHD 

16,091 

18,987 

20,127 

FIC 

2,385 

2,500 

2,550 

OD 

2,666 

4,099 

2,851 

Total,  NIH 

$4,922,681 

$5,441,243 

$5,644,907 
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TJ  ZUU4 

Agency  for  Healthcare  Research  and  Quality 

Research  on  Health  Costs,  Quality  &  Outcomes 

$3,138 

$2,000 

$1,600 

Total,  AHRQ 

$3,138 

$2,000 

$1,600 

Centers  for  Medicare  and  Medicaid  Services 
Medicaid 

$3,785,000 

$4,175,000 

$4,620,000 

Medicare 

17,767,000 

18,554,000 

19,305,000 

Total,  CMS 

$21,552,000 

$22,729,000 

$23,925,000 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science: 
Office  of  Minority  Health 
Office  on  Women's  Health 

$250 
200 

$0 
250 

$0 
250 

Total,  OS 

$450 

$250 

$250 

TOTAL,  CANCER 

$26,803,134 

$28,506,805 

$29,917,077 

1   All  Medicaid  figures  represent  actuarial  estimates. 
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CHILD  CARE 

Program  Level 

(Dollars  in  Thousands) 

m  FV2QQ2 

:  :  MM* 

Administration  for  Children  and  Families1 

Child  Care  Entitlement 

$2,717,000 

$2,717,000 

$2,717,000 

Child  Care  &  Development  Block  Grant 

2,099,976 

2,099,994 

2,099,729 

Social  Services  Block  Grant 

160,000 

160,000 

160,000 

TANF  Direct 

1,580,000 

1  sxnono 

i  ,JOU,wv 

Funds  Transferred  to  Child  Care  from  TANF 

2,000,000 

2,000,000 

2,000,000 

Subtotal,  Federal  Child  Care  Funds 

$8356,976 

$8,556,994 

$8356,729 

Early  Learning  Opportunities  Act  Program 

24,988 

Social  Services  Research  and  Development 

283 

- 

- 

Subtotal,  Child  Care  Services 

$25,271 

$0 

$0 

Other  Sources  of  Suuoort  for  Child  Care  inon-adds) 

"Head  Start"2 

$6,537,640 

$6,667,533 

$6,815,570 

Subtotal,  Other  Support  for  Child  Care  Services 

$6337,640 

$6,667333 

$6,815370 

TOTAL,  CHILD  CARE 

$8^82447 

$8356,994 

$8356,729 

1  The  Community  Services  Block  Grant  provides  grants  through  States  to  local  community  action  agencies  for 
local  antipoverty  activities,  which  may  include  child  care.  No  data  on  such  expenditures  is  provided  to  the 
Federal  Government. 

2  Data  for  Head  Start  are  included  for  informational  purposes  and  are  not  included  in  the  total.  Funding  levels 
include  an  advance  appropriation  of  $1 .4  billion. 
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DIABETES  AND  RELATED  RESEARCH 

Program  Level 
(Dollars  in  Thousands) 

- 

¥\7mz. 

FY2004 

Research: 

JTIAAJ  OJIVJ  JLrl  Ug  JL-\\JJ1U  1113  U  4UUU 

$3,412 

$3,925 

$4  424 

$3,41 2 

$3  925 

$4  424 

Centers  for  Disease  Control  and  Prewntion 

Diabetes  Core  Programs 

^Ol  ,UOJ 

SIfil  ARC) 

<ZA\  ISO 

Prevention  Initiative 

o 

25  000 

125  000 

Total  cnc 

3UJ  .OoJ 

s;sft  dsn 

Inctitiitac  <\f  Waalf-h 

i>diion<ii  uisiiiuica  01  ncdiin 

rN»^i 

JO,OW 

$7  1  AO 

t7  ^nn 

NHLBI 

70  895 

75  503 

77  391 

NIDCR 

5,001 

5  328 

5  445 

NIDDK 

427700 

471  700 

NINDS 

t.ooi 

d  367 

N1AID 

Z1,W/ 

77  677 

73  IRA 

5  613 

5,911 

6,213 

NICHD 

30,097 

32,400 

33,700 

NH 

30,795 

33,217 

34,419 

N1EHS 

1,543 

1,668 

1,726 

NIA 

19,815 

21,300 

22,100 

NIMH 

2,151 

2,322 

2,408 

NIAAA 

387 

410 

425 

NINR 

5,704 

5,932 

6,051 

NHGRI 

5,707 

6,106 

6,356 

NIBIB 

1,291 

1,418 

1,479 

NCRR 

43,498 

48,468 

50,860 

NCCAM 

1,738 

1,875 

1,935 

NCMHD 

7,501 

8,889 

9,422 

OD 

2,167 

3,910 

890 

Mandatory  Appropriation  for  Type  1  Diabetes' 

100,000 

100,000 

150,000 

Total,  \IH 

Agency  for  Healthcare  Research  and  Quality 

Research  on  Health  Costs,  Quality  &  Outcomes 

$793,271 

$6,061 

$860,461 

$3,100 

$945,958 

$3,100 

Total,  AHRQ 

$6,061 

MHHflP 

$3,100 

$3,100 

MS 

1    Comparable  -  All  Mandatory  Type  1  Diabetes  funds  are  displayed  within  NIH.  CDC  utilizes  a  portion  of  these 
funds  through  intra-agency  agreements  with  NIH. 


10 


2055 


FT  2004 

Services: 

Health  Resources  and  Services  Administration 

Diabetes 

$8,509 

$8,509 

$8,509 

f» _         line  A 

lotal,  riKJ>A 

$8,509 

$8,509 

$8,509 

Indian  Health  Service 

Model  Diabetes 
Diabetes  Grants 
Periodontal  Diabetes 
Diabetes  Funds  (mandatory) 

/IAJ 

3,000 
300 
100,000 

J  /,/w 

3,000 
300 
100,000 

$7,700 
3,000 
300 
150,000 

Total,  IHS 

$111,000 

$111,000 

$161,000 

Centers  for  Medicare  and  Medicaid  Services 
Medicare2 

$12,180,000 

$12,719,000 

tfio  *yiA  iWi 

Total,  CMS 

$12,180,000 

$12,719,000 

$13,234,000 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science: 
uince  01  lvimoniy  rieann 
Office  on  Women's  Health 

$1,929 
396 

$1,831 
720 

ti  sin 
720 

Total,  OS 

$2325 

$2,551 

$2,551 

Total,  DIABETES  AND  RELATED  RESEARCH 

$13,166,261 

$12,841,060 
$13,795,026 

$13,406,06jp 
$14,545,892 

2  The  Medicare  diabetes  cost  estimate  is  the  sum  of  the  cost  of  claims  with  principal  diagnosis  of  diabetes  (direct 
costs);  plus  the  estimated  Medicare  costs  due  to  the  increase  in  intensity,  complications,  volume  of  services 
and  other  factors  associated  with  diabetes  (indirect  costs). 
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FAMILY  PLANNING 

-  Services  Only 

Program  Level 
(Dollars  in  Thousands) 

FY  2002 

Health  Resources  and  Services  Administration 

Family  Planning  -  Title  X 

$264,987 

$265,275 

$264,808 

Total,  URSA 

$264,987 

$265,275 

$264,808 

Indian  Health  Service 
Family  Planning 

$111,886 

$126,941 

$132,554 

Total,  fflS 

$111,886 

$126,941 

$132,554 

Centers  for  Medicare  and  Medicaid  Services 
Medicaid1 

$760,000 

$810,000 

$870,000 

Total,  CMS 

TOTAL,  FAMILY  PLANNING  -  Services  Only 

$760,000 
$1,136^73 

$810,000 
$1,202,216 

$870,000 
$1,267,362 

1   FY  2002  data  represent  actual  State  expenditures.  FY  2003  and  FY  2004  figures  represent  actuarial  estimates. 


12 


2057 


HOMELESS  1 

Program  Level 

(Dollars  in  Thousands) 

1                      <  1  >                      WS  -     -  2003 

FY  2004 

Targeted  Homeless  Programs: 

Health  Resources  and  Services  Administration 

Consolidated  Health  Centers 

National  Health  Service  Corps  Recruitment 

0 

M2U,2UU 
10,000 

$131,300 
0 

Total,  HRSA 

$108347 

$130,200 

$131300 

National  Institutes  of  Health 

NICHD 
NIMH 

$1,389 
8,532 

$1,500 
9,212 

$1,600 
9,555 

NIDA 

NIAAA 

NINR 

10,188 
1,877 
508 

11,000 
1,975 
528 

11,400 
2,035 
539 

Total,  NIH 

$22,494 

$24,215 

$25,129 

Substance  Abuse  and  Mental  Health  Services  Administration 

Programs  of  Regional  &  National  Significance 
Mental  Health  $6,664 
Substance  Abuse  Treatment  20,798 

PATH  39,855 

$10,417 
32,235 
46,855 

$8,522 
34,190 
50,055 

Total,  SAMHSA 

$67^17 

OOA  CAT 

$09,51)7 

$92,767 

Agency  for  Healthcare  Research  and  Quality 

Research  on  Health  Costs,  Quality  &  Outcomes 

$300 

$200 

$200 

Total,  AHRQ 

$300 

$200 

$200 

Administration  for  Children  and  Families 

Runaway  and  Homeless  Youth 

Education  and  Prevention  for  Runaway  &  Homeless  Youth 
Head  Start 

$88,024 
14,999 
3,200 

$88,133 
14,999 
3,200 

$88,043 
14,999 
3,200 

Total,  ACF 

$106,223 

$106^32 

$106,242 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science,  GDM 

$0 

$175 

$175 

Total,  OS 

$0 

$175 

$175 

mum 

mm 

1  The  table  has  been  modified  to  differentiate  between  funding  for  programs  specifically  targeted  to  the 
homeless  and  programs  where  the  homeless  are  a  subset  of  the  total  population  receiving  services. 
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w  FY  2002 

FY  2003  W?0ff4 

Other  Programs  Providing  Services  to  Homeless: 
Centers  for  Medicare  and  Medicaid  Services 

Medicaid* 

$300,000 

$330,000  $360,000 

Total,  CMS 

$300,000 

$330,000  $360,000 

Administration  for  Children  and  Families 

Head  Start3 

$133,032 

$135370  $140,377 

Total,  ACF 

$133,032 

$135,370  $140^77 

Total,  Other  Programs  Providing  Services  to  Homeless 

;  $433,032 

$465,370  $500^77 

TOTAL,  HOMELESS 

$737,713 

$815,999  $856,190 

2  All  Medicaid  figures  represent  actuarial  estimates. 

3  Information  on  Head  Start  spending  for  homeless  is  new  in  the  FY  2004  Moyer  Material.  This  information 
was  unavailable  in  prior  submissions. 
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IMMUNIZATION 
Services  and  Vaccine  Purchases  Only 

Program  Level 
(Dollars  in  Thousands) 

FY2002 

FY2O03 

FY  2004 

Food  and  Drug  Administration 

Immunizations  -  Children's  Health 

539,775 
26,800 

540  809 
28,113 

$0 
28,900 

Total,  FDA 

$39,775 

$40^09 

$0 

Health  Resources  and  Services  Administration 

Health  Centers 

$1,600 

51,600 

$1,600 

Total,  HRSA 

$1,600 

$1,600 

$1,600 

Indian  Health  Service 
Immunization 

SL526 

51,556 

$1,580 

Total,  1HS 

$1,526 

$1,556 

$1,580 

Centers  for  Disease  Control  and  Prevention 

Immunization  Activities 
Vaccines  for  Children 

$627,239 
989,535 

$627,601 
1,056,185 

5510,506 
1,145,1% 

Total,  CDC 

$1,616,774 

$1,683,786 

$1,655,702 

Centers  for  Medicare  and  Medicaid  Services 

Medicaid1 
Medicare 

590,000 
180,000 

$95,000 
190,000 

5100,000 
200,000 

Total,  CMS 

$270,000 

$285,000 

$300,000 

TOTAL,  IMMUNIZATION  -  Excludes  Research 

$1,929,675 

$2,012,751 

$1,958,882 

Services  and  Vaccine  Purchases  Only 

1    All  Medicaid  figures  represent  actuarial  estimates. 
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MINORITY  HEALTH  AND  ASSISTANCE 

Direct/Specifically  Targeted  Programs  Only 

Program  Level 

(Dollars  in  Thousands) 

•                         ..<-...          ■'               ■■■  '■■ 

FY  2002' 

FY  2003 

FY  2004 

Health  Resources  and  Services  Administration 

Consolidated  Health  Centers 

$24,263 

$24,246 

$25,631 

Payment  to  Hawaii 

2,044 

2,045 

2,045 

National  Health  Service  Corps  Recruitment 

10,900 

15,700 

31,930 

Centers  of  Excellence 

32,788 

0 

0 

Health  Careers  Opportunities  Program 

34,611 

0 

0 

Loan  Repayment/Fellowships  for  Faculty  Services 

1,330 

0 

0 

Scholarships  for  Disadvantaged  Students 

30,000 

6,500 

6,400 

Nursing  Workforce  Diversity 

6,100 

6,100 

20,500 

Ryan  White  AIDS: 

Emergency  Relief  -  Part  A  -  Title  I 

34,000 

41,800 

41,800 

Comprehensive  Care  -Part  B-  Title  II 

7,000 

7,000 

7,000 

Early  Intervention  -  Part  C  -  Title  m 

44,400 

49,400 

49,400 

Grants  for  Coordinated  Services  and  Access  to  Research 

for  Women,  Infants,  Children  -  Part  D  -  Title  IV 

15,700 

17,000 

17,000 

Education  and  Training  Centers  -  Part  F,  11(a) 

7,700 

8,000 

8,000 

Healthy  Start 

990 

990 

987 

Total,  URSA 

$251,826 

$178,781 

$210,693 

Indian  Health  Service 

Services 

$2,388,605 

$2,453,835 

$2,502,393 

Facilities 

369,487 

362,571 

387,269 

Third  Party  Collections 

529,135 

554,755 

561,720 

Quarters 

5,700 

5,900 

5,900 

Diabetes  (MandatoryJ 

100,000 

100,000 

150,000 

Total,  IHS 

$3,392,927 

$3,477,061 

$3,607,282 

Centers  for  Disease  Control  and  Prevention 

Minority  Health  Assistance 

$137,439 

$137,186 

$135,912 

Total,  CDC 

$137,439 

$137,186 

$135,912 
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National  Institutes  of  Health 1 


NCI 

$121,938 

$128,030 

$131,870 

XTUT  RT 
INrLLtJi 

Z.H  i ,  /*4U 

i(o  son 

NIDCR 

19,146 

20,752 

21,294 

NIDDK 

133,176 

144,000 

150,000 

NINDS 

49,229 

53,929 

56,955 

NIAID 

331,298 

375,361 

392,627 

NIGMS 

141,691 

153,963 

153,963 

NICHD 

277,214 

298,600 

310,800 

XTT7T 
IN  El 

/4,yo  / 

L  jfiy  I 

NIEHS 

23,367 

25,260 

26,144 

NIA 

75,928 

81,600 

84,700 

MAMS 

49,117 

53,300 

55,225 

NIDCD 

5,839 

6,267 

6,504 

NMH 

26,708 

28,836 

29.910 

N1DA 

74,743 

81,000 

84,000 

NIAAA 

35,917 

37,713 

39,335 

NINR 

28,089 

29,774 

30,667 

NHGRI 

10,781 

13,058 

13,826 

NIBIB 

309 

1,004 

1,047 

NCRR 

48,666 

52,614 

55,339 

NCCAM 

7,380 

7,960 

8,225 

NCMHD 

147,242 

173,893 

180,327 

FIC 

1,012 

1,050 

1,065 

NLM 

8,753 

9,559 

9,559 

OD 

5,925 

5,909 

5,330 

Total,  NIH 

$1,888,373 

$2,064,419 

$2,137,103 

NIH  is  continuing  to  refine  its  definitions  of  minority  health  and  health  disparities  research  in  accordance 
with  Public  Law  106-525.  Once  completed,  this  will  represent  a  more  accurate  reporting  of  resources. 
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mm 

Substance  Abuse  and  Mental  Health  Services  Administration 

Programs  of  Regional  &  National  Significance 

Mental  Health 

$12^11 

$12,278 

$12^78 

Substance  Abuse  Prevention 

38,100 

38,100 

38,100 

Substance  Abuse  Treatment 

71,265 

72,382 

68,469 

Substance  Abuse  Block  Qrant 

534 

547 

547 

Protection  and  Advocacy  Program 

206 

206 

206 

Total,  SAMHSA 

$122,316 

$123,513 

$119,600 

Agency  for  Healthcare  Research  and  Quality 

Medical  Expenditures  Panel  Surveys 

$19,400 

$21,300 

$22,000 

total,  AHKVJ 

$19,400 

$21^00 

$22,000 

Centers  for  Medicare  and  Medicaid  Services 

Research 

$3,181 

$300 

$450 

Medicare  Quality  Improvement  Organizations 

7,581 

8,692 

8,795 

Legislatively  Mandated  Demonstrations 

1,000 

4,000 

10,000 

Other 

5,736 

6,470 

6,600 

Total,  CMS 

$17,498 

$19,462 

$25^45 

Office  of  the  Secretary 

Office  of  Public  Health  and  Science: 

Office  of  Minority  Health 

$49,546 

$46,329 

$47,010 

Office  on  Women's  Health 

1,780 

2,475 

2,475 

AIDS  in  Minority  Communities,  GDM 

49,991 

50,000 

50,000 

Total,  OS 

$101317 

$98,804 

$99,485 

TOTAL,  MINORITY  HEALTH  &  ASSISTANCE 

$5,931,096 

$6420^26 

$6357,920 
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PEDIATRIC  HIV/AIDS 

Program  Level 

(Dollars  in  Thousands) 

V\  2002 

SB 

Health  Resources  and  Services  Administration 

Ryan  mite  AIDS: 

Grants  for  Coordinated  Services  &  Access  to  Research  for 

Women,  Iniants,  Children  -  Fart  D  -  1  ltle  IV 

$70,990 

$70,990 

$70,917 

Total,  i  1K>  A 

$70,990 

<£70  QQO 

<7fl  01  7 

Centers  for  Disease  Control  and  Prevention 

HIV/AIDS  Activity 

$19,857 

$19  857 

$19  857 

Total,  CDC  ; 

$19,857 

SIl  0  S57 

1 10  8^7 

National  Institutes  of  Health 

NCI 

$9,376 

$9  657 

$9  773 

NHLBI 

4,840 

5  145 

5  150 

NIDCR 

1,661 

1,712 

1  766 

NIDDK 

1,603 

1,519 

1  127 

NINDS 

1,371 

1,475 

1  506 

NIAID 

88,829 

95,066 

99,439 

N1CHD 

89,084 

97,000 

101  000 

NIMH 

42,581 

45  987 

47  643 

NIDA 

32,786 

35,606 

36,923 

N1AAA 

2,385 

3,000 

3,000 

NINR 

3,025 

3,146 

3,209 

NCRR 

9,001 

9,451 

9,735 

FIC 

3,766 

3,935 

4,015 

OD 

3,989 

4,131 

4,338 

Total,  Nffl 

$294,297 

$316,830 

$328,624 

Substance  Abuse  and  Mental  Health  Services  Administration 

Programs  of  Regional  &  National  Significance 

Mental  Health 

$1,146 

$960 

$960 

Total,  SAMHSA 

$1,146 

$960 

$960 

Agency  for  Healthcare  Research  and  Quality 

Research  on  Health  Costs,  Quality  &  Outcomes 

$150 

$90 

$150 

Total,  AHRQ 

$150 

$90 

$150 

TOTAL,  PEDIATRIC  HTV/AIDS 

$386,440 

$408,727 

$420,508 
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RURAL  HEALTH 

Program  Level 
(Dollars  in  Thousands) 

"  "■■  fymSI 

Health  Resources  and  Services  Administration 

Consolidated  Health  Centers 

$624,200 

$673,400 

$743,600 

Black  Lung 

5,400 

5,400 

5,400 

Rural  Health  Interdisciplinary  Training 

6,996 

. 

- 

National  Health  Service  Corps  Field 

27,700 

27,900 

27,200 

National  Health  Service  Corps  Recruitment 

59,500 

85,800 

100,500 

Rural  Health  Outreach  Grants 

52,098 

37,852 

37  752 

Rural  Access  to  Emergency  Devices 

12,495 

2,000 

2,009 

Rural  Health  Policy  Development 

14,802 

6,000 

5,984 

MCH  Block  Grant 

1,500 

1,500 

1,500 

Poison  Control  Center 

4,200 

4,200 

4,200 

Program  Management  (J-l  VISA) 

. 

. 

2,500 

Rural  Hospital  Flexibility  Grants 

39,985 

25,000 

29,921 

State  Offices  of  Rural  Health 

7,996 

4,000 

3,990 

Denali 

20,000 

Teleheakh 

31,600 

4,800 

4,800 

Total,  URSA 

$908,472 

$877,852 

$969^56 

Indian  Health  Service 

Services 

$2,357,658 

$2,422307 

$2,470,825 

Facilities 

369,487 

362,571 

387,269 

Third  Party  Collections 

529,135 

554,755 

561,720 

Quarters 

5,700 

5,900 

5,900 

Diabetes  (Mandatory) 

100,000 

100,000 

150,000 

Total,  IHS 

Centers  for  Disease  Control  and  Prevention 

Occupational  Safety  and  Health 

$3361,980 

$21,059 

$3,445,533 
$21,059 

$3,575,714 
$21,059 

Total,  CDC 

$21,059 

$21,059 

$21,059 
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samm 

National  Institutes  of  Health 

NCI 

$41,000 

$44,500 

$46,000 

NHLBI 

15,388 

16^388 

16,798 

NIDCR 

3,255 

3,482 

3,538 

NIADD 

299 

308 

318 

NICHD 

4,215 

4,500 

4,700 

NIEHS 

14,253 

15,407 

15,947 

N1A 

6,308 

6,800 

7,000 

NIAMS 

481 

520 

540 

NIMH 

30,441 

32,867 

34,091 

NIDA 

13,210 

14,300 

14,900 

NIAAA 

1,653 

1,740 

1,795 

NINR 

8,399 

8,735 

8,910 

NCRR 

5,401 

6,193 

6,792 

NCCAM 

223 

240 

245 

NCMHD 

428 

505 

535 

NLM 

6,850 

7,482 

7,481 

OD 

44 

" 

Total,  NUI 

$151,848 

$163,967 

$169,590 

Substance  Abuse  and  Mental  Health  Sendees  Administration 

Programs  of  Regional  &  National  Significance 

Mental  Health 

$4,091 

$3,047 

$0 

Substance  Abuse  Prevention 

39,496 

30,563 

29,637 

Substance  Abuse  Treatment 

33,833 

34,088 

34,773 

Children's  Mental  Health  Services 

31,909 

31,909 

35,909 

Protection  and  Advocacy  Program 

206 

206 

206 

Total,  SAMHSA 

$99,813 

Agency  for  Healthcare  Research  and  Quality 

Research  on  Health  Costs,  Quality  &  Outcomes 

$7,499 

$4,300 

$11,900 

Total,  AHRQ 

$7,499 

$4300 

$11,900 

Centers  for  Medicare  and  Medicaid  Services* 

Medicaid1 

$205,000 

$220,000 

$235,000 

Medicare 

140,000 

150,000 

160,000 

Total,  CMS 

$345,000 

$370,000 

$395,000 

TOTAL,  RURAL  HEALTH 

$4,905,393 

$4,982,524 

$5^43,144 

1   All  Medicaid  figures  represent  actuarial  estimates. 

*  The  numbers  listed  for  Medicaid/Medicare  solely  encompass  spending  on  Rural  Health  Clinics.  The 
numbers  do  not  include  all  Medicaid/Medicare  programs  focused  on  rural  health  care,  all  spending  in 
rural  areas,  or  spending  on  the  State  Children's  Health  Insurance  Program. 
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SUBSTANCE  ABUSE 

Program  Level 

(Dollars  in  Thousands) 

.    --  :■                 -                      ■         :                                                -  .... 

n  24104 

f-Jpaifh  Rp^nnrrp?  and  Spt*\ir^«  AfTministratinn 

Ryan  White  AIDS  Parts  A,  B,  and  C 

$43,400 

$43,400 

Total,  URSA 

$43,400 

$43,400 

$43  400 

Indian  Health  Service 

Alcohol/Substance  Abuse 

$139,005 

$136,849 

$139,975 

Total,  IHS 

$139,005 

$136,849 

$139  975 

Centers  for  Disease  Control  and  Prevention 

HrV/AIDS  Activity- 

$123,344 

$123,344 

$123,344 

Tobacco  Activity 

100,973 

100,623 

100,411 

Total,  CDC 

$224,317 

$223,967 

$223,755 

National  Institutes  of  Health 

NHLBI 

$7,749 

$8,253 

$8,459 

NICHD 

12,661 

13,600 

14,200 

NTRHS 

587 

635 

657 

NIA 

1,103 

1,180 

1,220 

NIMH 

23,554 

25,431 

26,378 

NDDA 

892,082 

959,979 

995,614 

NIA  A  A 

382,838 

414,919 

430,121 

NTNR 

6,212 

6,460 

6,590 

NCRR 

12,053 

13,592 

14,335 

NCCAM 

137 

140 

144 

NCMHD 

3,579 

3,794 

3,934 

FIC 

2,474 

2,600 

2,650 

OD 

1,455 

844 

644 

Total,  NIH 

$1,346,484 

$1,451,426 

$1,504,946 

Substance  Abuse  and  Mental  Health  Services  Administration 

Substance  Abuse  Treatment 

$2,015,600 

$2,143,000 

$2,341,800 

Substance  Abuse  Prevention 

197,500 

152,800 

148,200 

Program  Management 

91,300 

76,800 

85,300 

Total,  SAMHSA 

$2,304,400 

$2,372,600 

$2,575,300 
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Centers  for  Medicare  and  Medicaid  Services 

Medicaid 
Medicare 

$1,570,000 
2,370,000 

$1,760,000 
2,500,000 

$1,970,000 
2,630,000 

Total,  CMS 

$3,940,000 

$4,260,000 

$4,600,000 

Administration  for  Children  and  Families 

Prevention 

Treatment 

$72,900 
16,681 

$73,967 
16,691 

$75,133 
16,691 

Total,  ACF 

$89,581 

$90,658 

$91,824 

Office  of  the  Secretary 

One-time  earmarks  (underage  drinking),  GDM 

$499 

$0 

$0 

Total,  OS 

$499 

$0 

$0 

TOTAL,  SUBSTANCE  ABUSE 

$8,087,686 

$8,578,900 

$9,179,200 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 

SUMMARY 
New  Programs  in  the  FY  2004  Budget 

m&                APPRGPRlAtlON/PROdRAiVf         '  -' 

»f       -  -               >        "        :  -  - 

18^004  mxMt REQUEST 

NATIONAL  INSTITUTES  OF  HEALTH 

Intramural  research  in  the  National  Institute  of  Biomedical  Imaging 
and  Bioengineering 

$3,000 

SUBSTANCE  ABUS E  &  MENTAL  HEALTH  SERVICES 
ADMINISTRATION 

Drug  Treatment  Vouchers 

$200,000 

ADMINISTRATION  FOR  CHILDREN  AND  FAMILIES 

Independent  Living  Vouchers 

S60,000 

Mentoring  Children  of  Prisoners 

$50,000 

Promotion  &  Support  of  Responsible  Fatherhood  &  Healthy  Marriage 

$20,000 

Children's  Welfare  Research 

$15,000 

Maternity  Group  Home 

$10,000 

Unaccompanied  Alien  Children 

$34,000 

ADMINISTRATION  ON  AGING 

Aging  Services  Program/ White  House  Conference  on  Aging 

$2,842 

OFFICE  OF  THE  SECRETARY: 1 

Transformation  of  the  Commissioned  Corps,  GDM 

$5,000 

Afghanistan,  GDM 

$5,000 

Pandemic  Flu,  PHSSEF 

$100,000 

1   Does  not  include  the  Office  for  Civil  Rights  or  the  Office  of  the  Inspector  General. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 1 

SUMMARY 

Travel  by  OPDIV  Excluding  Reimbursements 
(Dollars  in  Thousands) 

fY2fl02-       FY  2003  > 

Health  Resources  and  Services  Administration 

$3,973 

$3,938 

$3,935 

Centers  for  Disease  Control  and  Prevention 

35,465 

35,239 

36,535 

National  Institutes  of  Health 

43,860 

50,344 

52,154 

Substance  Abuse  and  Mental  Health 
Administration 

1,906 

2,200 

2,200 

Agency  for  Healthcare  Research  and  Quality 

521 

766 

580 

Centers  for  Medicare  and  Medicaid  Services 

9,800 

9,000 

10,200 

Administration  for  Children  and  Families 

4,039 

3,932 

3,988 

Administration  on  Aging 

334 

457 

464 

Office  of  the  Secretary 

4,885 

4,885 

4,846 

Public  Health  and  Social  Services  Emergency  Fund 

4,151 

3,492 

TOTAL,  HHS 

$108,934 

$114,253 

$118394 

1   Excludes  FDA  and  IHS. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES1 
SUMMARY 
Entitlement  vs.  Discretionary  and 
Requests  and  Appropriation  Amounts  By  OPDIV2 
(Dollars  in  Thousands) 


.     '           -        -  -  Entitlement 

•^^^^^^P® SERVICE  - 

FY2002  Request  174,855 

FY  2002  Appropriation  1 37,000 

FY 2003  Request  142,000 
FY  2004  Request 

FY  2002  Request 
FY  2002  Appropriation 
FY 2003  Request 
FY  2004  Request 

mmssmim 


FY  2002  Request 
FY  2002  Appropriation 
FY 2003  Request 
FY  2004  Request 


5,009,471 
6,115,429 
5,415,867 
5,672,376 


5,184,326 
6,252,429 
5,557,867 
5,810376 


0 

3,696,611 

3,696,611 

0 

4^13,591 

4,313,591 

0 

4,046,315 

4,046315 

0 

4,157,330 

4,157,330 

0 

23,041,902 

23,041,902 

0 

23,118,657 

23,118,657 

0 

27,167,643 

27,167,643 

0 

27,663,991 

27,663,991 

1  Excludes  ERF  Funding,  FDA,  IHS  and  Retirement  Pay  and  Medical  Benefits  for  PHS  Commissioned 
Officers  accounts.  Excludes  ATSDR  appropriation  for  CDC,  and  VA-HUD  appropriation  for  NIEHS. 
FY  2002  and  FY  2003  reflect  actual  requests  and  appropriations  and  accordingly,  are  not  comparable 
with  the  FY  2004  Request 

2  Levels  reflect  the  appropriated  amounts  net  transfers,  supplemental,  rescissions  and  reductions. 
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FY  2002  Request 
FY  2002  Appropriation 
FY  2003  Request 
FY 2004  Request 

FY 2002  Request 
FY  2002  Appropriation 
FY  2003  Request 
FY 2004  Request 


FY  2002  Request 
FY 2002  Appropriation 
FY  2003  Request 
FY 2004  Request 

FY  2002  Request 
FY 2002  Appropriation 
FY  2003  Request 
FY 2004  Request 


3,029,456 
3,135,709 
3,194,696 
3,393315 

306,245 
298,730 
250,000 
279,000 


224,953,633 
229,319,539 
240,154,855 
271,837,683 

31,791,975 
34,193,577 
34313,595 
33340,176 


2,351,158 
2,432,771 
2313,628 
2,733,507 

12,863,609 
13,056,950 
13,047,172 
13,448,715 


3,135,709 
3,194,696 
3,393315 

306,245 
298,730 
250,000 
279,000 


231,752,310 
242,668,483 
274,571,190 

44,655,584 
47,250327 
47,360,767 
46,988,891 
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Enotiement 


Discretion  arv 


AdMESTSTRATlOX O^ACwil^S^^^^K'V  ' 
FY  2002  Request  0 
FY  2002  Appropriation  0 
FY  2003  Request  0 
FY  2004  Request  0 

0 
0 
0 
0 

0 
0 
0 


FY' 2002  Request 
FY' 2002  Appropriation 
FY 2003  Request 
FY  2004  Request 

FY 2002  Request 
FY  2002  Appaipriation 
FY 2003  Request 
FY  2004  Request 


1,097,718 
1.199.671 
U41.344 
12343,701 

422,790 
415.745 
432,490 
430,197 

250.619 
242,643 
2  J  74.980 
1.896,149 


1,097.718 
1.199,671 
1,3412344 
12343,701 

422,790 
415,745 
432.490 
430,197 


250.619 
242,643 
2.374,980 
1.896.149 


3   FY  2003  &  2004  amounts  include  the  Nutrition  Serv  ices  Incentive  Program  as  a  line  item  in  AoA's 
request. 
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DEPARTMENT  OF  HEALTH  AND  HUMAN  SERVICES 
SUMMARY 
SALARIES  AND  EXPENSES  GRAND  TOTAL 
 (Dollars  in  Thousands)  


FY20Q2 

FY  2003 

FY2004 

11.1 

Full-time  permanent 

$1,693,384 

$1,802,950 

$1,843,593 

11.3 

Other  than  full-time  permanent 

332,318 

355,620 

367,158 

11.5 

Other  personnel  compensation 

66,987 

69,941 

70,927 

11.7 

Military  personnel 

109,937 

123,165 

125,954 

11.8 

Special  Personnel  Services 

117,847 

131376 

134,331 

11.9 

Total  pers  onnel  compensation 

2,320,473 

2,483,052 

2,541,963 

12.1 

Civilian  personnel  benefits 

504,102 

541,939 

556,102 

12.2 

Military  personnel  benefits 

62,369 

71  442 

75  566 

13.0 

Benefits  for  former  personnel 

2,598 

2,759 

2,758 

21.0 

Travel 

110,351 

116,271 

119,411 

22.0 

Transportation  of  things 

16,460 

14,612 

15,198 

23.2 

Rental  payments  to  others 

30,107 

31,597 

32,675 

23.3 

Communications,  utilities,  and 

miscellaneous  charges 

101,862 

97,935 

92,403 

24.0 

Printing  and  reproduction 

53,308 

42,687 

43,425 

25.1 

Consulting  Services 

315,556 

308,452 

313,100 

25.2 

Other  Services 

4,219354 

4,461,433 

4,650,754 

26.0 

Supplies  and  Materials 

287,110 

338,947 

346,800 

Total  HHS  Salaries  &  Expenses 

$     8,023,650  $ 

8^11,126  S 

8,790,155 

1   Excludes  FDA,  IHS,  ATSDR,  and  NIEHS  Superfund  Activities;  Adrninistrative  costs  for  NIH  were  calculated 
using  HHS'  traditional  method 
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HIV/AIDS 

Program  Level 
2002-2004 


(Dollars  in  Millions) 


BE  H 

jftj  2604 

HHS: 

HHS  Discretionary 

$5,789 

$6,130 

$6,390 

Medicaid  (Federal  Share) 

4,200 

4,700 

5,200 

Medicare 

2,050 

2,350 

2,600 

Sub-Total,  HHS 

All  Other  Government 

$12,039 

$13,180 

$14,190 

Social  Security  -  DI 

$961 

$985 

$1,014 

Social  Security  -  SSI 

390 

410 

430 

Veterans  Affairs  Department 

391 

396 

402 

Defense  Department 

96 

78 

88 

Agency  for  International  Development 

510 

740 

790 

Justice/Bureau  of  Prisons 

16 

19 

State  Department 

0 

0 

450 

Labor  Department 

11 

1 

1 

Education  Department 

0 

0 

0 

Housing  and  Urban  Development 

277 

292 

297 

Ofc.  Personnel  Mgmt.  -  FEHB 

297 

321 

343 

Sab-Total,  All  Other  Government 

$2,949 

$3,240 

$3,834 

TOTAL,  HTV7  AJDS 

$14,988 

$16/420 

$18,024 
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DRUG  ABUSE 

Budget  Authority 
(Dollars  in  Millions) 

1 

J.:--      -V-.'^l.  -'"I,--.        ■  - 

Department  of  Defense 

$852.60 

$871.90 

$817.40 

Department  of  Education 

669.3 

634.3 

584.3 

Dept.  of  Health  &  Human  Services 

National  Institute  on  Drug  Abuse 

Substance  Abuse  and  Mental  Health  Services  Administration 

885.2 
2^04.40 

960 
2372.60 

995.6 
2.575.30 

Total,  HHS 

3.189.60 

3332.60 

3470.90 

Department  of  Homeland  Security 

Border  and  Transoortation  Security 
U.S.  Coast  Guard 

1,183.60 
609.7 

1071.80 
596.1 

1.372.90 
669.1 

Total,  DHS 

1.793.30 

i.867.90 

Department  of  Justice 
Bureau  of  Prisons 
Drug  Enforcement  Administration 

Interanencv  Crime  and  Drue  Enforcement 
Office  of  Justice  Programs 

39.4 
1.562.50 
446.5 
893.2 

43.5 
1,659.60 
470.3 
286.7 

45.2 
1.677.30 
541.8 
301.5 

Total,  DO  J 

2,941.50 

2,460.10 

2^65.80 

ONDCP 

Operations 

High  Intensity  Drug  Trafficking  Area  Program 
Counterdrug  Technology  Assessment  Center 
Other  Federal  Drug  Control  Programs 

25.2 
221.3 

42.3 
239.3 

25.5 
206.4 
40 
251.3 

27.3 
206.4 
40 
250 

Total ,  ONDCP 

528.1 

523.1 

523.6 

Department  of  State 

Bureau  of  International  Narcotics  and  Law  Enforcement 
Affairs 

Department  of  Veterans  A  flairs 

Veterans  Health  Administration 

871.9 
635.7 

877.5 
663.7 

876.9 
690.5 

Other  Presidential  Initiatives  5 

3 

8 

8 

Total,  Federal  Drug  Budget 

$11,485.00 

$11,239.00  $1 

1,679.30 

1  Due  to  the  change  in  ONDCP' s  reporting  of  the  Federal  Drug  Budget,  totals  for  HHS  in  this  table  do  not  match  levels 
reported  in  die  HHS  Substance  Abuse  table  on  page  22. 

2  The  FY  2003  funding  level  for  the  Department  of  Defense  reflects  enacted  appropriations. 

3  Drug  Control  components  displayed  include  the  U.S.  Customs  Service  and  the  Border  Patrol. 

4  The  FY  2004  Budget  proposes  the  merger  of  the  Treasury  1CDE  account  into  Justice's  1CDE  account.  This  merger  is 
reflected  retrospectively. 

5  This  includes  $5  million  for  the  Corporation  for  National  Service's  Parents  Drug  Corps  beginning  in  FY  2003  and  $3 
million  for  SBA's  Drug-Free  Workplace  programs  for  all  three  fiscal  years. 
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Centers  for  Medicare  and  Medicaid  Services 

ABORTIONS 

Part  I  -  Background 

HHS  Appropriations  Acts  have  contained  restrictions  on  the  Departments  funding  of  abortions 
since  the  Appropriations  Act  for  FY  1977.  HHS  was  enjoined  by  a  Federal  District  Court  from 
enforcing  the  FY  1977  restrictions  until  August  4,  1977.  Consequently,  the  Department  provided 
funding  for  all  abortions  which  were  covered  under  a  States  plan  that  were  performed  through 
that  date.  The  appropriations  restrictions,  commonly  known  as  the  Hyde  Amendment 
restrictions,  have  governed  HHS's  funding  of  all  abortions  performed  after  August  4,  1977, 
except  for  those  abortions  performed  during  the  period  February  19  through  September  19,  1980. 
Federal  funding  was  available  for  all  medically  necessary  abortions  performed  during  that  period 
under  the  criteria  set  forth  by  the  District  Court  for  the  Eastern  District  of  New  York  and 
described  in  Harris  v.  McRae.  448  U.S.  297  (1980). 

The  following  excerpts  from  instructions  issued  by  HHS  set  forth  the  rules  under  which  the 
Department  has  funded  abortions  performed  after  August  4,  1977,  with  its  appropriations  for 
FY  1977  through  FY  1980. 

1.  For  abortions  performed  after  August  4.  1977,  and  for  which  funds  appropriated 
by  the  Appropriations  Act  for  FY  1977  or  the  continuing  resolutions  which 
appropriated  funds  through  December  1.  1977,  are  used  to  pay  the  claim: 

where  the  attending  physician,  based  on  his  or  her  professional  judgment,  has 
certified  in  writing  that  the  abortion  is  necessary  because  the  life  of  the  mother 
would  be  endangered  if  the  fetus  were  carried  to  term; 

2.  For  abortions  performed  after  August  4.  1977.  and  prior  to  February  14.  1978,  and 
for  which  funds  appropriated  by  P.L.  95-205  (Appropriations  Act  for  FY  1978)  or 
P.L.  95-480  (Appropriations  Act  for  FY  1979)  are  used  to  pay  the  claim: 

(a)  where  the  attending  physician,  based  on  his  or  her  professional  judgment, 
has  certified  in  writing  that  the  abortion  is  necessary  because  the  life  of  the 
mother  would  be  endangered  if  the  fetus  were  carried  to  term; 

(b)  where  two  physicians,  based  on  their  professional  judgment,  have  certified 
in  writing  that  severe  and  long  lasting  physical  health  damage  to  the 
mother  would  result  if  the  pregnancy  were  carried  to  term  or 

(c)  for  the  victims  of  rape  or  incest,  when  such  rape  or  incest  has  been 
reported  promptly  to  a  law  enforcement  agency  or  public  health  service. 

The  Department  will  accept  any  reasonable  interpretation  of  those 
provisions  for  abortions  covered  under  paragraph  2. 
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For  abortions  performed  on  or  after  February  14, 1978.  and  prior  to 
August  21.  1978,  and  for  which  funds  appropriated  by  P.L.  95-205  or 
P.L.  95-480  are  used  to  pay  the  claim: 

(a)  where  a  physician  has  found,  and  so  certified  in  writing  to  the  State 
agency,  that  on  the  basis  of  his  or  her  professional  judgment,  the  life  of  the 
mother  would  be  endangered  if  the  fetus  were  carried  to  term; 

(b)  where  two  physicians  have  found,  and  both  certified  in  writing  to  the  State 
agency,  that  on  the  basis  of  their  professional  judgment,  severe  and  long 
lasting  physical  health  damage  to  the  mother  would  result  if  the  pregnancy 
were  carried  to  term  or 

(c)  for  the  victims  of  rape  or  incest,  if  the  State  agency  has  received  signed 
documentation  from  a  law  enforcement  agency  or  public  health  service 
stating  that: 

(i)  the  person  upon  whom  the  medical  procedure  was  performed  was 
reported,  within  sixty  (60)  days  of  the  incident,  to  have  been  the 
victim  of  an  incident  of  rape  or  incest  and 

(ii)  the  report  included  the  name,  address,  and  signature  of  the  person 
who  reported  the  rape  or  incest. 

For  abortions  performed  on  or  after  August  21.  1978,  and  for  which  funds 
appropriated  by  P.L.  95-205  or  P.L.  95-408  are  used  to  pay  the  claim: 

(a)  where  a  physician  has  found,  and  certified  in  writing  to  the  State  agency, 
that  on  the  basis  of  his  or  her  professional  judgment,  the  life  of  the  mother 
would  be  endangered  if  the  fetus  were  carried  to  term.  The  certification 
must  contain  the  name  and  address  of  the  patient; 

(b)  where  two  physicians  have  found,  and  certified  in  writing  to  the  State 
agency,  that  on  the  basis  of  their  professional  judgment,  severe  and  long 
lasting  physical  health  damage  to  the  mother  would  result  if  the  pregnancy 
were  carried  to  term.  The  certification  must  contain  the  name  and  address 
of  the  patient.  At  least  one  of  the  two  physicians  must  also  certify  that  he 
or  she  is  not  an  interested  physician.  An  interested  physician  is  one: 

(i)  whose  income  is  directly  or  indirectly  affected  by  the  fee  paid  for  the 
performance  of  the  abortion  or 

(ii)  who  is  the  spouse  of,  or  another  relative  who  lives  with,  a 
physician  whose  income  is  directly  or  indirectly  affected  by  the  fee 
paid  for  the  performance  of  the  abortion  or 
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(c)  for  the  victims  of  rape  or  incest,  if  the  State  agency  has  received  signed 
documentation  from  a  law  enforcement  agency  or  public  health  service 
stating: 

(i)  that  the  person  upon  whom  the  medical  procedure  was  performed 
was  reported  to  have  been  the  victim  of  an  incident  of  rape  or 
incest; 

(ii)  the  date  of  the  incident; 

(iii)  the  date  of  the  report,  which  must  be  within  sixty  (60)  days  of  the 
incident; 

(iv)  the  name  and  address  of  the  victim  and  the  name  and  address  of 
the  person  making  the  report  (if  different  from  the  victim)  and 

(v)  that  the  report  included  the  signature  of  the  individual  who 
reported  the  incident. 

The  continuing  resolutions  which  made  funds  available  for  FY  1980,  P.L.  96-86  signed 
October  12,  1979,  and  P.L.  96-123  signed  November  20,  1979,  removed  the  exception  which 
allowed  payment  for  abortions  in  those  instances  where  severe  and  long  lasting  physical  health 
damage  to  the  mother  would  result  if  the  pregnancy  were  carried  to  term  when  so  determined  by 
two  physicians.  Thus,  Federal  funding  for  abortions  was  prohibited  except:  (1)  where  the  life  of 
the  mother  would  be  endangered  if  the  fetus  were  carried  to  term,  and  (2)  for  such  medical 
procedures  necessary  for  victims  of  rape  or  incest,  when  such  rape  or  incest  has  been  reported 
promptly  to  a  law  enforcement  agency  or  public  health  service.  Regulations  implementing 
P.L.  96-86  were  published  at  42  CFR,  part  441,  on  October  26,  1979.  These  regulations  also 
applied  to  expenditures  for  abortions  under  P.L.  96-123  because  the  provision  in  that  act 
governing  abortions  was  similar  to  the  one  contained  in  P.L.  96-86. 

On  January  15,  1980,  the  District  Court  for  the  Eastern  District  of  New  York  declared  the 
Hyde  Amendment  unconstitutional  insofar  as  it  precluded  payments  for  medically  necessary 
abortions.  That  decision  became  effective  on  February  19,  1980,  when  the  Supreme  Court 
refused  to  extend  a  stay  of  the  district  court  order.  Federal  funding  then  became  available  for  all 
medically  necessary  abortions  performed  on  or  after  February  19.  The  Supreme  Court  decision 
of  June  30,  1980,  reversed  the  district  courts  decision  on  the  constitutionality  of  the 
Hyde  Amendment.  The  petition  for  rehearing  filed  by  the  plaintiffs  in  the  McRae  case  delayed 
the  effective  date  of  the  Supreme  Courts  decision,  leaving  the  district  court  order  on  payments  for 
abortions  in  effect.  The  Supreme  Court  denied  the  appellees  petition  for  a  rehearing  in  the 
McRae  case  on  September  17,  1980,  and  the  district  courts  order  was  vacated  on 
September  19,  1980.  Therefore,  the  availability  of  Federal  funding  for  abortions  performed  after 
September  19,  1980,  was  subject  to  the  FY  1980  Hyde  Amendment  restrictions;  i.e.,  Federal 
funds  under  Medicaid  were  available  only  for  abortions  performed  in  life  endangering 
circumstances  and  abortions  performed  in  instances  of  promptly  reported  rape  or  incest. 
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On  October  1,  1980,  the  President  signed  a  joint  resolution  making  continuing  appropriations 
available  for  FY  1981  through  December  15, 1980,  or  until  the  enactment  of  a  subsequent 
appropriation.  This  resolution  contained  language  which  changed  the  conditions  under  which 
Federal  funding  was  available  for  abortions  under  which  Federal  funding  was  available  for 
abortions  under  Medicaid.  During  FY  1 980,  Federal  funds  were  available  for  abortions 
necessary  for  the  victims  of  rape  or  incest  when  the  rape  or  incest  was  reported  to  a  law 
enforcement  agency  or  public  health  service  within  sixty  days. 

Under  the  FY  1981  resolution,  Federal  funds  were  available  for  abortions  necessary  for  the 
victims  of  rape  when  the  rape  had  been  reported  within  72  hours  to  a  law  enforcement  agency  or 
public  health  service.  Federal  funds  were  also  available  for  abortions  necessary  for  the  victims  of 
incest.  There  was  no  longer  a  reporting  requirement  for  victims  of  incest.  In  cases  of  incest, 
Federal  funding  was  available  when  the  State  agency  had  received  a  physicians  written  statement 
that  the  physician  had  been  informed  that  the  patient  was  a  victim  of  incest.  As  in  FY  1980, 
Federal  funds  continued  to  be  available  for  abortions  where  the  life  of  the  woman  would  be 
endangered  if  the  fetus  were  carried  to  term. 

On  June  5,  1981,  the  President  signed  the  Supplemental  Appropriations  and  Rescission  Act  of 
1981.  Under  this  act,  Federal  Financial  Participation  (FFP)  is  no  longer  available  for  abortion 
claims  paid  after  June  5,  1981  for  victims  of  rape  or  incest.  Federal  funds  continue  to  be 
available  for  abortions  where  the  life  of  the  mother  would  be  endangered  if  the  fetus  were  carried 
to  term. 

Subsequent  congressional  measures  have  continued  to  make  Federal  funds  available  for  abortions 
where  the  life  of  the  woman  would  be  endangered  if  the  fetus  were  carried  to  term.  See  P.L. 
Nos.  97-51,  97-92,  97-276,  97-377,  98-107,  98-139,  98-619,  99-107,  99-154,  99-434,  99-464, 
99-465,  99-491,  99-500,  99-591,  100-202,  100-436,  101-166, 101-517,  102-170  and 
102-394. 

Effective  October  1,  1993,  as  part  of  Public  Law  No.  103-1 12,  the  Health  and  Human  Services 
Appropriation  Bill,  Congress  passed  a  revision  of  the  Hyde  Amendment  pertaining  to  Federal 
funding  of  abortions  under  the  Medicaid  program.  Federal  funding  (FFP)  is  now  available  for 
abortions  performed  to  save  the  life  of  the  mother  or  to  terminate  pregnancies  resulting  from  rape 
or  incest  when  the  claim  for  such  an  abortion  is  paid  by  the  State  on  or  after 
October  1,  1993.  Please  note  that  it  is  the  date  that  the  State  pays  the  claims  and  not  the  date  of 
the  service  which  determines  the  availability  of  FFP. 

Subsequent  congressional  measures  continued  to  make  Federal  funds  available  for  abortions 
performed  to  save  the  life  of  the  mother  or  to  terminate  pregnancies  resulting  from  rape  or  incest 
when  the  claim  for  such  an  abortion  is  paid  by  the  State  on  or  after  October  1,  1993.  See 
P.L.  103-333,  104-134,  104-208,  105-78,  and  105-277. 
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Effective  November  13,  1997,  as  part  of  the  Department  of  Labor,  Health  and  Human  Services, 
and  Education  and  Related  Agencies  Appropriations  Act,  1998,  P.L.  No.  105-78,  Congress 
passed  a  revision  of  the  Hyde  Amendment  pertaining  to  Federal  funding  of  abortions  under  the 
Medicaid  program.  As  enacted  in  section  509,  the  provision  stated: 

(a)  None  of  the  funds  appropriated  under  this  Act  shall  be  expended  for  any  abortion. 

(b)  None  of  the  funds  appropriated  under  this  Act  shall  be  expended  for  health 
benefits  coverage  that  includes  coverage  of  abortion. 

(c)  The  term  "  health  benefits  coverage"  means  the  package  of  services  covered  by  a 
managed  care  provider  or  organization  pursuant  to  a  contract  or  other 
arrangement. 

Section  510  continued  as  follows: 

(a)      The  limitations  established  in  the  preceding  section  shall  not  apply  to  an  abortion 

(1 )  if  the  pregnancy  is  the  result  of  an  act  of  rape  or  incest  or 

(2)  in  the  case  where  a  woman  suffers  from  a  physical  disorder,  physical 
injury,  or  physical  illness,  including  a  hfe-endangering  physical  condition 
caused  by  or  arising  from  the  pregnancy  itself,  that  would,  as  certified  by  a 
physician,  place  the  woman  in  danger  of  death  unless  an  abortion  is 
performed. 

(b)  Nothing  in  the  preceding  section  shall  be  construed  as  prohibiting  the 
expenditure  by  a  State,  locality,  entity,  or  private  person  of  State,  local,  or  private 
funds  (other  than  a  State's  or  locality's  contribution  of  Medicaid  matching 
funds). 

(c)  Nothing  in  the  preceding  section  shall  be  construed  as  restricting  the  ability  of 
any  managed  care  provider  from  offering  abortion  coverage  or  the  ability  of  a 
State  or  locality  to  contract  separately  with  such  a  provider  for  such  coverage 
with  State  funds  (other  than  a  State's  or  locality's  contribution  of  Medicaid 
matching  funds). 

As  with  the  language  in  effect  since  October  1,  1 993,  the  revised  Hyde  Amendment  provided  for 
funding  for  abortions  if  the  pregnancy  is  the  result  of  an  act  of  rape  or  incest,  but  added  new 
language  precluding  payment  for  any  "health  benefits  coverage"  that  includes  abortions  other 
than  those  specifically  permitted  by  the  terms  of  the  Hyde  Amendment.  Therefore,  a  managed 
care  provider  or  organization  that  provides  abortions  in  addition  to  those  reimbursed  under  the 
Hyde  Amendment  pursuant  to  a  contract  or  other  arrangement  with  the  Medicaid  agency  are  not 
eligible  for  any  Federal  funding  for  any  of  the  services  covered  by  that  contract  or  arrangement.  If 
a  state  wishes  to  reimburse  managed  care  providers  or  organizations  to  provide  additional 
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abortions,  it  must  do  so  under  a  separate  contract  or  arrangement  using  monies  unrelated  to 
Federal,  state  or  local  Medicaid  matching  dollars.  However,  this  limitation  does  not  restrict  the 
ability  of  any  managed  care  provider  to  offer  abortion  coverage  or  the  ability  of  a  State  or  locality 
to  contract  separately  with  such  a  provider  for  such  coverage  with  State  funds  (other  than  a 
states'  or  locality's  contribution  of  Medicaid  matching  funds). 

These  requirements  remain  in  effect  pursuant  to  the  Omnibus  Consolidated  and  Emergency 
Supplemental  Appropriations  for  FY  1999,  Public  Law  105-277,  which  was  enacted  on 
October  21,  1998.  However,  Public  Law  105-277  also  contained  revised  language  to  extend  the 
restriction  of  funds  to  any  trust  fund.  The  revised  subsections  read: 

(a)  None  of  the  funds  appropriated  under  this  Act,  and  none  of  the  funds  in  any  trust 
fund  to  which  funds  are  appropriated  under  this  Act,  shall  be  expended  for  any 
abortion. 

(b)  None  of  the  funds  appropriated  under  this  Act,  and  none  of  the  funds  in  any  trust 
fund  to  which  funds  are  appropriated  under  this  Act,  shall  be  expended  for  health 
benefits  coverage  that  includes  coverage  of  abortion. 

All  of  these  restrictions  have  been  continued  in  the  Department  of  Health  and  Human  Services 
Appropriations  Act  2000,  Public  Law  106-1 13,  enacted  and  effective  on  November  29,  1999;  the 
Omnibus  Consolidated  and  Emergency  Supplemental  Appropriations  Act  For  Fiscal  Year  2001, 
enacted  and  effective  on  December  21,  2000  and  the  Departments  of  Labor,  Health  and  Human 
Services,  and  Education,  and  Related  Agencies  Appropriations  Act,  2002,  Public  Law  107-1 16, 
enacted  and  effective  on  January  10,  2002. 

The  government  is  currently  operating  under  a  continuing  resolution.  The  statute  regarding 
Federal  abortion  funding  limitation  has  remained  unchanged  since  the  FY  2002  appropriations 
act. 

Part  U  -  Data  on  Medicaid  Financed  Abortions 

Following  the  implementation,  on  February  14,  1978,  of  regulations  which  resulted  from  the 
Hyde  Amendment,  a  specific  reporting  procedure  was  developed  for  reporting  information  on 
Medicaid  financed  abortions.  Data  is  reported  quarterly  by  the  States  on  the  numbers  of 
abortions  and  allowable  abortion-related  expenditures.  National  totals,  by  Federal  fiscal  year,  of 
expenditures  and  numbers  reported  for  Medicaid  abortions  are  displayed  on  the  attached  table. 
The  table  reports  data  for  the  period  February  14, 1978  through  September  30,  2002. 

Since  February  14,  1978,  62,208  Medicaid  financed  abortions  have  been  reported  by 

56  jurisdictions  through  September  30,  2002.  Total  Medicaid  expenditures,  including  Federal 

and  State  shares,  for  abortions  have  been  $19,978,686  during  the  period  February  14,  1978 

through  September  30,  2002.  Six  jurisdictions  (American  Samoa,  Hawaii,  New  York,  the 

Northern  Mariana  Island,  Puerto  Rico,  and  the  Virgin  Islands)  have  not  claimed  Federal  funds  for 

abortions. 
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Of  the  56  jurisdictions  which  reported  for  the  period  October  1, 2001  through 

September  30,  2002  (FY  2002),  14  jurisdictions  claimed  FFP  under  the  Medicaid  program  for 

122  abortions  at  a  cost  of  $124,064  including  both  Federal  and  State  shares.  By  comparison, 

14  jurisdictions  claimed  FFP  under  the  Medicaid  program  in  FY  2001  for  123  abortions  at  a  cost 

of  $21 1,317  including  both  Federal  and  State  shares.  Of  the  122  abortions  claimed  in  FY  2002, 

92  were  due  to  endangerment  to  the  life  of  the  mother,  26  were  due  to  rape  and  4  were  due  to 

incest. 

All  abortion  claims  are  subject  to  review  by  regional  office  staff.  All  claims  found  not  to  meet 
the  applicable  Federal  criteria  for  FFP  will  be  either  withdrawn  by  the  State  or  disallowed  by 
Centers  for  Medicare  &  Medicaid  Services  (CMS). 

CMS  has  not  collected  information  on  the  number  of  abortions  provided  to  Medicaid  recipients 
where  the  State  did  not  claim  FFP,  or  on  the  number  of  Federally  financed  Medicaid  abortions 
prior  to  the  implementation  of  the  regulations  on  the  Federal  financing  of  abortions  on 
February  14,  1978. 

The  abortion  data  in  the  attached  table  reflects  the  most  current  information  available  as  of 
January  1,  2002.  Because  States  submit  revised  abortion  claim  data,  the  data  contained  in  this 
report  may  differ  with  information  contained  in  reports  previously  issued. 


58 


2103 


TOTAL  NA  TIONAL  EXPENDITURES  AND  NUMBERS  REPORTED  FOR 
MEDICAID  ABORTIONS  BY  FEDERAL  FISCAL  YEAR 
FEBRUARY  14, 1978  -  SEPTEMBER  30,  2002  1 


EXPENDITURES  NUMBERS 


TOTALS 

I* 

19,978,686  | 

|    62,208 1 

FY  1978  2/ 

$ 

502,546 

1,335 

FY1979 

$ 

1,130,955 

3,675 

FY  1980 

$ 

6,983,816 

33,625 

FY1981 

$ 

4,362,651 

17,495 

FY1982 

$ 

447,066 

783 

FY1983 

$ 

723,719 

856 

FY 1984 

$ 

767,908 

893 

FY1985 

$ 

1,252,482 

865 

FY1986 

$ 

139,066 

232 

FY1987 

$ 

127,539 

91 

FY1988 

$ 

211,307 

135 

FY1989 

$ 

224,192 

120 

FY  1990 

$ 

102,827 

71 

FY1991 

$ 

187,360 

92 

FY1992 

$ 

269,160 

168 

FY1993 

$ 

411,799 

223 

FY1994 

$ 

459,111 

235 

FY1995 

S 

348,589 

205 

FY1996 

$ 

307,320 

231 

FY 1997 

$ 

289,732 

281 

FY1998 

$ 

175,636 

126 

FY1999 

$ 

92,872 

114 

FY2000 

$ 

125,652 

112 

FY2001 

$ 

211,317 

123 

FY2002 

$ 

124,064 

122 

1  Data  for  (his  report  are  taken  from  me  64.9  forms  submitted  by  the  Medicaid  Jurisdictions  as  part  of  their  Quarterly  Statement  of  Expenditures. 
This  report  reflects  the  most  current  information  available  as  of  January  1 ,  2001 .  Because  the  States  submit  revised  Abortion  Claim  Data,  the  data 
contained  in  this  report  may  differ  from  nrformarion  contained  in  reports  previously  issued. 

2  Data  from  FY  1978  are  only  for  the  period  from  February  14,  1978  througi  September  30,  1978. 
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